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ISTHMIAN  CANAL. 


CoMMriTEE  ON  Interoceanic  Canals, 

United  States  Senate, 
Washington^  D.  (7.,  Tiieaday^  March  20^  1906. 
The  committee  met  at  10.30  o'clock  a.  m. 

Present:  Senators  Millard  (chairman),  Kittredge,  Dryden,  An- 
keny,  Morgan,  Taliaferro,  and  Simmons.       ^ 

FTIBTHER  STATEMENT  OF  JOHN  F.  WALLACE,  ESQ. 

Senator  KirrREDOE.  Mr.  Wallace,  you  testified  before  the  commit- 
tee some  time  ago  regarding  administrative  matters. 

Mr.  Wallace.  Yes,  sir. 

Senator  Kittredge.  In  that  testimony  you  gave  us  the  date  when 
you  first  became  connected  with  the  canal  as  chief  engineer. 

Mr.  Wallace.  Yes,  sir. 

Senator  Kittredge.  Do  you  remember  what  that  date  was? 

Mr.  Wallace.  That  was  June  1, 1904. 

Senator  Kittredge.  And  you  continued  as  chief  engineer  until 
what  date? 

Mr.  Wallace.  Until  June  29, 1905. 

Senator  Kittredge.  About  the  1st  of  April,  1905,  you  became  a 
member  of  the  Canal  Commission? 

Mr.  Wallace.  Yes.  sir. 

Senator  Kittredge.  And  continued  in  that  capacity  until  the  same 
date  in  June? 

Mr.  Wallace.  The  same  date;  yes^  sir. 

Senator  Kittredge.  So  that  in  addition  to  your  duties  as  chief  en- 
gineer you  were  also  a  member  of  the  Commission  from  about  April 
1, 1905,  until  June  29, 1905  ? 

ilr.  Wallace.  Yes,  sir.  After  April  1,  1905, 1  was  chief  engineer, 
member  of  the  executive  committee,  and  Commissioner.  About  the 
10th  of  April  the  Panama  Eailroad  was  put  in  my  charge  on  the 
Isthmus  as  vice-president  and  general  manager,  but  I  was  not  able  to 
nssume  charge  of  that  road  on  the  Isthmus  until  I  returned  there 
about  the  253i  of  May,  1905. 

Senator  Kjttredgb.  You  have  read  the  report  of  the  Board  of  Con- 
sulting Engineers? 

Mr.  Wallace.  I  have. 

Senator  Kittredge.  And  the  views  of  the  minority  of  that  Board? 

Mr.  Wallace.  Yes,  sir. 

Senator  KxriREDGE.  WUl  you  please  advise  us  of  the  type  of  canal 
which,  in  your  judgment,  ought  to  be  recommended  by  this  committee 
lo  the  Senate  for  construction? 
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Mr.  Wallace.  Mr.  Chairman,  my  single  purpose  in  appearing  be- 
fore you  at  this  time  is  to  give  you  the  very  best  judgment  I  have 
been  able  to  form  upon  the  two  matters  you  are  now  considering  and 
as  to  which  I  have,  as  you  know,  a  very  considerable  knowledge.  I 
need  not  repeat  the  exj)eriences  which  I  think  justify  me  in  speaking 
with  some  little  authority  upon  the  engineering  problems  before  you, 
and  I  think  I  fully  explained  the  somewhat  exceptional  practice  I 
have  had  in  dealing  with  large  problems  of  construction  similar  in 
many  respects  to  the  problems  confronting  you  in  the  matter  of  the 
Panama  Canal. 

I  wish,  therefore,  simply  as  an  American  citizen,  to  put  the  judg- 
ment which  I  have  formed  on  the  basis  of  these  experiences  before 
you,  and  through  you  before  the  Congress,  to  assist  in  reaching  what 
1  am  sure  every  member  of  it,  of  both  parties,  ardently  desires  to 
reach — a  conclusion  as  to  the  best  type  of  canal  and  the  best  method 
of  doing  the  work  involVed  in  its  construction.  Of  course  I  recog- 
nize that  the  committee  may  well  differ  from  me  and  the  majority  of 
the  Board  of  Consulting  Engineers  for  the  Panama  Canal  as  to  type 
of  canal  and  hiay  differ  far  more  with  far  greater  freedom  as  to  the 
best  method  of  constructing  it,  but  I  feel  that  I  will  have  done  my  full 
duty  when  I  have  laid  my  views  before  you  and  given  you,  as  far  as 
I  am  able^  the  reasons  upon  which  they  rest  in  my  own  mind. 

In  considering  the  question  of  alternate  plans  for  the  canal,  whether 
it  should  be  upon  a  high  level  with  locks,  or  upon  a  sea  level  without 
locks,  my  judgment  as  an  engineer  is  controlled  by  several  principles 
which  commend  themselves  to  me  as  really  fundamental,  and  so  far 
as  I  am  concerned,  conclusive. 

In  the  first  place  it  must  be  conceded  that  an  approximately 
straight  sea-level  canal,  of  ample  width  and  depth,  is  the  oest  type  of 
canal,  and  that  any  other  plan  which  places  restrictions  upon  the 
probable  permanency  of  the  canal  itself,  as  well  as  upon  the  speed 
and  the  size  and  number  of  vessels  passing  through  it,  must  neces- 
sarily render  the  canal  far  less  valuable  and  far  less  desirable  than 
if  such  doubt  as  to  its  permanency  and  such  restrictions  did  not  exist. 

In  the  se<:ond  place,  it  must  be  equally  admitted  that  the  only  de- 
terrent elements  m  accomplishing  the  more  desirable  result — ^that  of 
the  sea-level  canal — are  the  two  factors  of  relative  time  and  cost,  when 
this  most  desirable  form  is  contrasted  with  the  far  less  desirable  form 
of  a  high-level  canal  with  locks. 

In  the  third  place,  it  must  be  admitted  that  a  very  proper  way  to 
approach  a  discussion  of  the  relative  desirableness  of  these  types 
would  be  to  consider  how  much  money  the  American  people  may  be 
supposed  to  be  willing  to  invest  in  the  canal  and  how  long  they  may 
be  supposed  to  be  willing  to  wait  for  its  proper  accomplishment. 

After  these  important  factors  are  determined  the  committee  ought 
to  be  able  to  reaaily  decide  which  of  the  two  types  of  canal  seems  to 
it  to  be  the  better  and  to  give  its  approval  to  the  type  it  prefers. 

Now,  as  to  the  cost.  We  have  told  the  civilized  world  that  the 
United  States  of  America  are  willing  to  construct  the  Panama  Canal 
for  the  benefit  of  the  world  and  its  commerce,  including  our  own: 
and  as  we  have  voluntarily  accepted  this  great  duty,  it  is  to  be  pre- 
sumed that  the  people  prefer  that  the  Congress  should  approacn  it 
from  a  broad,  general,  and  liberal  standpoint,  constructing  the  most 
permanent  and  best  possible  type  of  canal,  rather  than  to  offer  to 
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the  world  an  inferior  type  of  doubtful  permanency,  especially  as  the 
best  type  of  canal  is  one  which,  so  far  as  can  now  be  foreseen,  will 
not  have  to  be  materially  altered  or  enlarged  and  upon  which  our 
descendants  may  look  with  pride,  with  no  occasion  to  reffret  any 
inefficiency  or  instability  in  the  work  due  to  our  having  been  too 
careful  of  our  money  or  too  shortsighted  in  our  engineering  judgment. 

The  amount  of  tonnage  which  will  pass  through  the  canal  when 
completed  is,  of  course,  largely  a  matter  of  conjecture,  but  it  is  cer- 
tain that  it  will  be  large  and  ever  increasing,  and  that  considerable 
tonnage  will  be  diverted  from  the  Suez  route.  The  phenomenal  in- 
crease of  tonnage  passing  year  by  year  through  the  Suez  Canal  is  a 
reasonable  assurance  that  the  continued  prosperity  and  growth  of 
tlie  commerce  of  the  world  will  justify  the  expenditure  at  Panama 
of  the  money  required  to  give  such  commerce  the  best  possible  water- 
way between  the  two  oceans.  Judged  by  the  capitalization  and  divi- 
dends now  paid  upon  the  stock  of  the  Suez  Canal  it  is  apparent  that 
the  rates  charged  for  transit  through  it  are  excessive,  and  on  the 
assumption  that  the  rates  for  passing  through  the  Panama  Canal  will 
be  considerably  less,  a  very  material  saving  will  be  offered  to  com- 
merce if  it  takes  the  Panama  route. 

Assuming  that  the  present  amount  of  tonnage  through  the  Suez 
Canal  of,  say,  10,000,000  tons  per  annum  would  pass  through  the  Pan- 
ama Canal,  even  at  a  dollar  a  ton,  there  would  be  an  approximate  in- 
come of  $10,000,000,  which  is  sufficient  to  justify  an  expenditure  of 
$300,000,000.  As  the  commerce  passing  through  it  will  in  the  near 
future  pay  the  interest  upon  the  bonds  issued  to  construct  it,  without 
taking  into  consideration  any  indirect  commercial  benefits  which 
woula  accrue  to  this  country,  and  without  considering  the  advantages 
which  would  be  derived  from  the  canal  in  the  improbable  event  of 
war,  it  would  seem  that  an  expenditure  of  $300,000,000,  a  sum  ample 
to  construct  the  sea-level  canal,  would  be  abundantly  justified,  consid- 
ering the  probable  rapid  development  of  foreign  and  domestic  trade 
and  the  indirect  results  to  be  derived  from  this  great  waterway. 
Under  these  conditions  the  increased  expense  of  constructing  a  sea- 
level  canal  ought  not  to  weigh  very  heavily  in  deciding  the  question  of 


type. 

Now,  1 


;  as  to  the  additional  time  required  for  a  sea-level  canal,  it  may 
be  predicted  with  some  certainty  that  upon  a  basis  of  reasonable 
energy  and  the  use  of  proper  business  methods  of  administration  a 
sea-level  canal  can  be  fuUv  completed  in  ten,  or,  to  be  entirely  safe, 
say  twelve  years,  and  a  lock  canal,  even  if  only  60  feet  above  sea  level, 
will  require  seven,  or,  to  be  entirely  safe,  say  nine  years,  on  the  same 
basis  or  energy  and  administration — a  difference  of  only  three  years. 
I  make  this  concession  out  of  abundant  caution ;  but  considering  that 
the  work  on  the  sea-level  canal  is  plain,  ordinary,  everyday  work  of 
dig^ng  and  hauling  away  what  is  dug,  I  do  not  believe  very  much 
acmitional  time  would  be"  required  for  the  sea -level  canal.  It  docs 
not  seem,  therefore,  that  the  additional  time  recfuired  for  the  sea- 
level  canal  should  seriously  militate  against  deciding  upon  that  type. 
It  must  also  be  remembered  that  it  is  quite  possible  to  secure  even 
increased  efficiency  over  that  assumed  to  be  now  probable  in  case  the 
work  should  be  handled  by  a  single  contracting  firm,  unhampered  by 
governmental  methods  and  with  every  incentive  to  expedite  and  com- 
plete the  work  at  the  earliest  possible  moment.     Indeed,  under  such 
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conditions  it  is  very  probable  that  the  period  suggested  could  be  con- 
siderably reduced.  Instead  of  one  shift  of  ten  hours  the  contractor 
miffht  utilize  electric  lights  and  work  two  shifts. 

If  it  is  not  too  much  to  hope  that  the  committee  will  decline  to 
recommend  any  form  of  canal  which  is  not  capable  of  being  in  the 
future  transformed  into  a  sea-level  canal  without^  undue  interference 
with  the  world's  traffic  and  without  undue  additional  cost,  this  fact 
alone  should  take  the  recommendations  of  the  minority  of  the  boanl 
of  Consulting  Engineers  and  the  recommendations  of  the  maiority  of 
the  Isthmian  Canal  Commission  out  of  really  serious  consiaeration ; 
for  it  is  difficult  to  see  why  any  type  of  canal  should  now  be  author- 
ized the  destruction  of  any  important  feature  of  which,  either  by  act 
of  God  or  of  man,  would  block  all  use  of  it  until  its  restoration,  par- 
ticularly when  such  interruption  of  traffic  would  almost  certainly 
extend  over  several  years  and  the  world  having  become  accustomed 
to  its  advantages  would  incur  such  a  loss  of  time  with  the  greatest 
,  possible  sense  of  injury. 

There  is  another  engineering  problem  which  ougjht  to  have  careful 
consideration,  and  that  is  whether  the  Congress  will  feel  justified  in 
.  indorsing  the  construction  of  any  dam  of  large  dimensions  retaining 
a  head  of  water  of,  say,  85  feet,  the  foundation  of  which  does  not 
extend  to  bed  rock  or  to  some  equally  impermeable  and  reliable  strata. 
The  engineering  question  may  be  thus  stated :  Is  it  either  safe  or  wise 
to  authorize  the  building  of  a  dam  lit  miles  long  to  retain  a  head  of 
water  of  85  feet  across  an  alluvial  valley  similar  to  the  valley  of  the 
Chagres  at  Gatun,  in  which  exist  already  two  subsurface  gorges,  one 
of  which  alone  is  1,000  feet  across  and  240  feet  deep,  which  has  evi- 
dently been  refilled  with  a  heterogeneous  mass  of  gravel,  sand,  sandy 
clay,  driftwood,  and  the  general  character  of  detritus  brought  down 
into  the  valle^y  by  the  mountain  streams  ? 

With  this  situation  in  view  it  is  greatly  to  be  feared  that  the  dam 
at  Gatun,  which  is  proposed  by  a  minority  of  the  Board  of  Consulting 
Engineers  and  which  is  indorsed  by  a  majority  of  the  Isthmian  Canal 
Commission,  might  after  some  years  be  found  incapable  of  holding 
back  so  great  a  nead  of  water  and  withstanding  the  strain  upon  it. 
This  apprehension  is  greatly  emphasized  by  the  character  of  the  bor- 
ings in  this  locality,  because  they  have  not  been  sufficient  to  determine 
the  accuracy  of  the  cross  section  which  has  been  submitted  as  one  of 
the  exhibits  of  the  Board  of  Consulting  Engineers  to  the  Isthmian 
Canal  Commission.  Sand  or  gravel  may  even  underlie  the  indu- 
rated clay  into  which  borings  have  only  been  made  a  short  distance. 
The  same  remarks  apply,  though  in  a  lesser  degree,  to  the  series  of 
dams  and  barrages  holding  back  a  head  of  55  feet  of  water  which  it 
is  proposed  by  the  minority  report  to  construct  across  the  alluvial 
valley  of  the  Rio  Grande  on  the  JPacific  side  of  the  canal. 

From  an  engineering  standpoint  it  is  difficult  to  understand  why 
a  much  better  place  for  the  construction  of  a  dam  .to  control  and  regu- 
late the  floods  of  the  Chagres  Eiver  is  not  at  Gamboa  where  it  is  posi- 
tively known  that  the  primary  rock  foundation  exists  at  no  greater 
depth  than  sea  level,  and  where  it  is  possible  to  construct  a  masonry 
dam  founded  on  solid  rock  at  such  a  moderate  depth  and  in  accord- 
ance with  established  methods,  that  it^  integrity  will  no  longer  give 
rise  to  question. 
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If,  therefore,  it  is  decided  to  disregard  the  recommendations  of  the 
majority  of  the  Board  of  Consulting  Engineers,  and  to  build  a  lock 
canal,  then  it  is  to  be  earnestly  hoped  only  such  form  of  lock  canal 
will  be  authorized  as  will  be  admissible  in  connection  with  the  con- 
struction of  a  dam  at  Gamboa  rather  than  at  Gatun. 

While  for  certain  purposes  and  under  certain  conditions  earthen 
dams  of  large  dimensions  carefully  formed  are  permissible,  in  this 
case  it  is  not  believed  that  such  form  of  construction  should  be  seri- 
ously considered  when  it  is  possible  to  secure  a  masonry  structure 
founded  on  bed  rock;  particularly  when  the  work  under  consideration 
must  be  supposed  to  possess  permanency,  and  is  being  erected  as  a 
monument  to  the  engineering  skill  of  our  modern  civilization.  There 
IS  no  urgency  that  to  my  mmd  would  justify  the  great  risk  of  earth 
dams  at  Gatun  or  La  Boca. 

The  next  important  matter  to  consider  and  decide  is  whether  the 
canal  shall  be  constructed  under  the  present  method  of  management 
or  whether  a  contract  for  the  work  shall  be  made  with  a  single  con- 
tracting firm.  In  the  latter  case  the  specifications,  of  course,  should 
be  of  the  most  broad  and  general  nature,  leaving  all  detail  engineer- 
ing plans  to  the  engineers  of  the  contractor  in  order  that  he  may 
have  the  fullest  latitude  in  immediately  meeting  and  overcoming  such 
local  difiiculties  as  from  time  to  time  are  sure  to  arise. 

After  the  contract  is  let,  there  would,  of  course,  be  no  reason  for  re- 
taining a  cumbersome  governmental  organization  in  reference  to  the 
work,  for  there  is  no  doubt  that  the  Corps  of  Engineers  of  the  United 
States  Army  could  most  efficiently  supervise  the  contractor  engaged 
upon  Uie  work.  All  the  governmental  functions,  including  poTicmg 
and  sanitation,  could  easily  be  performed  under  the  control  and  direc- 
tion of  the  governor  of  the  Canal  Zone.  It  can  not  be  doubted  that 
these  two  methods,  if  adopted,  will  give  entirely  satisfactory  results. 

The  question  will  naturally  arise  in  doing  the  work  by  contract 
whether  there  are  any  engineering  organizations  competent  to  enter 
into  such  a  contract  and  to  construct  a  work  of  this  magnitude,  and 
such  a  question  must  be  answered  in  the  affirmative.  Several  well- 
known  organizations  are  quite  capable  and  competent  to  handle  a 
work  of  this  character,  and  there  is  no  good  reason  why  they  could 
not  be  induced  to  make  bids  for  it,  if  the  Congress  in  its  wisdom  de- 
cides such  a  method  of  management  of  this  great  work  is  preferable 
to  that  which  has  existed  for  the  last  two  years. 

In  considering  the  question  of  additional  time  required  for  the  con- 
struction of  a  sea-level  canal  the  prompt  and  efficient  utilization  of  the 
Panama  Kailroad  is  a  matter  or  very  great  importence;  for  if  the 
railroad  is  provided  without  unnecessary  delay,  with  the  very  best 
modem  facilities  and  equipment,  including  double  tracks  with  abund- 
ance of  sidings,  shops,  wharves,  docks,  and  warehouses,  and  especially 
with  the  late^  and  most  approved  appliances  for  transferring  cargoes 
from  ships  to  cars  and  from  cars  to  ships,  very  many  of  the  advan- 
tages the  world's  commerce  would  derive  froni  the  completion  of  the 
canal  will  be  at  once  afforded  to  it.  Indeed,  in  many  cases  of  goods 
shipped  from  American  ports  destined  to  the  west  coast  of  South 
America,  it  will  probably  oe  found  advantageous  for  them  to  go  in  a 
single  ship  to  Colon  and  being  transferred  by  the  railroad  to  Panama, 
be  resMpped  in  smaller  vessels  plying  from  that  port  to  the  different 
ports  to  which  different  parts  oi  the  cargo  may  be  consigned. 
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There  are  two  suggestions  which  since  they  were  first  made  have 
been  subjected  to  very  careful  and  thoughtful  review  because  of  criti- 
cisms which  have  been  passed  upon  them.  The  first  is  that  the  rail- 
road should  be  substituted  for  the  canal  while  the  canal  is  in  process 
of  construction.  If  so,  it  should  be  completely  separated  in  manage- 
ment and  control  from  any  steamship  line  at  either  end,  as  the  canal 
itself  will  be,  and  the  charge  for  transfer  from  ship  to  ship  should  be 
a  flat  rate  per  ton  regardless  of  classification  except  that  light  and 
bulky  articles  should  be  rated  at  a  certain  number  or  cubic  feet  to  the 
ton.  This  rate  should  not  be  in  excess  of  $2  per  ton,  even  with  the 
present  limited  amount  of  business  and  as  the  business  increases  the 
rate  should  be  reduced  as  the  receipts  justify. 

Of  course  railroad  managers  wno  are  accustomed  to  through  bills 
of  ladinff  and  through  rates  naturally  desire  that  the  railroad  should 
be  considered  only  a  link  in  the  shipments  from  one  part  of  the  world 
to  another  and  that  the  same  cumbersome  classifications  should  pre- 
vail to  which  they  have  been  accustomed  in  the  movement  of  transcon- 
tinental trafiic;  but  all  such  intermeddling  with  the  transit  across  the 
Isthmus  will  disappear  as  if  by  magic  the  day  the  canal  is  opened, 
and  there  is  thereiore  not  the  slightest  reason  why  it  should  not  dis- 
appear now,  and  the  world's  commerce  be  proffered  substantialljr  the 
same  advantages  of  transit  across  the  Isthmus  that  under  precisely 
the  same  circumstances  it  will  enjoy  when  the  canal  itself  is  placed  in 
operation.  Under  such  a  system  of  administration  there  is  no  occa- 
sion whatever  for  the  Panama  Railroad  maintaining  ar  corporate 
existence  with  offices  in  New  York,  for  the  road  can  be  far  better  eon- 
trolled  by  a  single  competent  railway  manager  on  the  Isthmus  who 
would,  of  course,  be  under  the  direction  and  control  of  the  general 
contractor  in  case  the  entire  work  is  let  under  one  contract. 

This  arrangement  alone  would  save  a  large  annual  expenditure 
now  apparently  wasted  on  the  Panama  Bailroad  organization  and  do 
away  with  the  complexities  which  that  organization  evidently  pro- 
duces, while  at  the  same  time  the  embarrassing  questions  arising  from 
the  alliance  of  steamship  lines  with  the  transit  across  the  Isthmus 
could  be  separately  considered  on  their  merits,  leaving  the  Govern- 
ment at  liberty  to  retain  a  line  of  transports  for  its  own  use  or  rely 
upon  the  boats  reaching  the  Isthmus  both  from  the  east  and  the  west, 
as  the  Government's  best  interest  might  dictate;  but,  however,  Gov- 
ernment transports  ought  not  to  have  the  slightest  possible  advantage 
over  any  competing  line  of  ships. 

The  method  thus  suggested  of  operating  the  railroad  as  a  simple 
transfer  line  across  the  Isthmus  and  therefore  as  an  immediate  and 
practicable  substitute  for  the  canal  with  a  low  flat  rate  or  charge, 
common  to  all  the  world's  commerce,  is  a  practicable  and  simple 

Sroposition  which  the  committee  will  readily  understand  even  If  it 
eclines  to  approve  it.  Above  all,  it  would  remove  at  once  all  cause 
for  charges  of  favoritism  for  or  discrimination  against  any  particular 
interest  or  section  of  our  country  or  even  between  ourselves  and  for- 
eign nations,  and  thus  enable  the  United  States  to  redeem  immedi- 
ately the  promise  it  has  given  that  the  great  waterway  which  it  is 
now  constructing  shall  offer  equal  advantages  to  all  the  world  and 
special  privileges  to  none. 

It  must  also  be  remembered  that  with  such  an  excellent  substitute 
for  the  canal  while  the  canal  is  being  constructed,  any  slight  delay 
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in  construction  will  be  of  far  less  importance  than  if  the  present  or- 
ganization of  the  railroad  in  New  York  is  maintained  and  its  mysti- 
Iring  relations  with  through  bills  of  lading  and  through  rates  con- 
tinued. 

The  expenditures  which  will  be  necessary  to  put  the  railroad  in 
condition  for  this  important  wor)c  have  already  been  partly  made  and 
will  be  required  in  any  event  for  the  road  to  furnish  the  proper 
facilities  for  the  construction  of  the  canal,  so  that  no  consioeralble 
additional  expense  is  involved  in  the  proposition. 

As  the  primary  reason  for  the  construction  of  the  canal  has  always 
been  given  as  that  of  affording  free  and  unobstructed  facilities  for 
all  commerce  across  the  Isthmus,  it  would  really  seem  to  be  our  im- 
perative duty  to  provide  these  facilities  at  the  earliest  possible  mo- 
ment, when  it  can  be  done  at  a  very  moderate  cost  and  in  a  simple 
manner. 

It  is,  of  course,  a  fundamental  practice  in  railroad  maintenance 
and  operation  that  all  physical  changes  and  improvements  of  rail- 
road properties  should  be  so  conducted  as  not  to  interfere  with  or 
delay  the  current  traffic,  and  the  same  principle  should  apply  to  the 
construction  of  the  canal.  The  railroad  should  be  used  as  an  instru- 
mentality for  this  construction,  but  it  should  not  be  so  used  as  to  be 
injurious  to  the  present  facilities  for  commerce.  On  the  contrary, 
it  should  be  enlarged,  improved,  and  amplified  for  increasing  such 
facilities  in  the  manner  already  indicated. 

If  the  conunittee  should  think  that  imdue  importance  is  bein^  at- 
tached to  this  question,  it  may  be  suggested  that  when  such  a  large 
measure  of  benefit  to  the  world's  commerce  can  be  secured  by  the  ex- 
penditure of  so  small  a  sum  i^nd  in  so  short  a  time  and  so  great  a  per- 
centage of  benefit  to  be  ultimately  derived  from  the  construction  of 
the  canal  be  at  once  secured,  the  importance  of  intelligent  and  inune- 
diate  action  by  Congress  can  readily  be  understood  and  is  earnestly 
urged  upon  it. 

It  must  be  remembered,  and  it  is  well  known  to  persons  engaged  in 
large  transportation  problems,  that  it  is  much  easier  to  retain  and 
regulate  the  movement  of  traffic  along  lines  to  which  it  has  bren 
accustomed  than  it  is  to  regain  it  after  it  has  been  once  diverted  to 
new  routes,  and  the  committee  ougjht  not  to  overlook  the  competition 
of  the  Tehuantepec  route,  which  is  now  Ijeing  provided  with  every 
kind  of  facility  for  handling  traffic  from  ship  to  cars  and  from  oars 
to  ship  across  that  Isthmus,  and  which  it  is  suggested  ought  to  be  im- 
mediately provided  at  Panama,  so  that  not  omy  the  commerce  now 
passing  across  the  Isthmus  at  Panama  may  be  retained,  but  every  pos- 
sible inducement  offered  to  the  constantly  increasing  commerce  of  the 
world  to  avail  itself  of  the  facilities  of  this  route  rather  than  allow 
itself  to  be  diverted  to  the  Tehuantepec  route  on  account  of  lack  of 
facilities  at  Panama. 

In  conclusion,  it  must  be  admitted  that  the  problems  now  confront- 
ing the  C!ongress  are  of  a  very  embarrassing  character,  but  the  intelli- 
gence and  patriotism  if  its  members  will  surely  enable  it  to  reach  sat- 
isfactory conclusions.  When  such  conclusions  are  reached  both  as  to 
type  of  canal,  whether  at  sea  level  or  with  locks,  and  as  to  the  best 
method  of  constructing  it,  whether  under  the  present  organization  or 
by  letting  the  contract  to  outside  parties  under  the  supervision  of  the 
(x)rps  of  Engineers  of  the  United  States  Army,  it  can  not  be  doubted 
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that  its  decision  will  meet  the  expectations  of  the  people  in  all 
respects  and  satisfy  the  just  pride  that  their  country  has  undertaken 
the  task  of  conferring  upon  the  world  the  benefits  of  this  great  enter- 
prise. 

Senator  KirrREDOE.  When  you  arrived  at  the  Isthmus  about  the 
1st  of  June,  1904,  you  found  engineering  parties  there  that  had  been 
operating  on  the  work? 

Mr.  Wallace.  Yes,  sir.  The  line  from  Colon  to  Gramboa  was  cov- 
ered with  engineering  parties;  and  they  were  first  charged  with  a 
verification  of  the  French  topographical  maps,  and  second,  with  mak- 
ing borings. 

Senator  Kittredge.  Where  were  the  borings  made? 

Mr.  Wallace.  There  was  one  party  at  Cblon,  under  Mr.  List;  a 
second  at  Gatun,  under  Mr.  Nichols;  a  third  at  Bohio,  under  Mr. 
Dauchy,  and  a  fourth  at  Gahiboa,  under  Mr.  Ely.  These  several 
parties  were  again  subdivided  into  smaller  parties. 

Senator  Kittredqe.  Please  tell  us  the  result  of  the  explorations  and 
borings  at  Gatun  especially,  and  also  at  Bohio. 

Mr.  Wallace.  In  order  to  explain  that  situation  I  will  state  that 
when  I  first  took  charge  I  understood  that  the  type  of  the  canal  had 
been  practically  estabfished  by  the  Spooner  Act,  although  some  de- 
viation miffht  De  permitted  from  it ;  and  I  had  read  a  paper  by  Mr. 
Ward,  published  m  the  transactions  of  the  American  Society  of  Civil 
Engineers,  which  has  been  made  part  of  your  record,  and  I  was  verv 
much  taken  with  the  idea  of  a  dam  at  Gatun.  The  first  idea  I  had, 
after  I  had  spent  a  week  or  so  on  the  Isthmus  and  looked  the  situation 
over  generally,  was  that  that  was  the  proper  locality  for  a  dam,  if  a 
lock  canal  was  constructed,  provided  suitable  foundations  could  be 
secured  for  it. 

Senator  Kittredge.  Why  was  that? 

Mr.  Wallace.  In  figuring  out  the  various  elements  of  cost,  it  gave 
a  lock  canal  with  the  proper  depths  and  widths  for  less  money  than 
the  estimates  made  under  the  Spooner  plan.  That  was  the  prmcipal 
reason. 

After  we  had  made  a  very  few  borings  at  Gatun,  however,  we 
struck  one  of  the  g:orges  that  are  shown  on  the  cross  section  that 
appears  in  this  exhibit  before  the  committee  and  found  this  loose, 
permeable  stratification  extending  down  to  about  179  or  180  feet 
below  the  sea  level,  containing  sand  and  freely  water  bearing.  That 
convinced  me  that  there  was  no  hope  of  finding  any  suitable  founda- 
tions for  a  dam  inside  of  any  reasonable  distance,  so  I  put  my  parties 
temporarily  on  other  parts  of  the  work. 

Senator  Kittredge.  I  wish  you  would  explain  in  detail  just  what 
was  done  in  making  borings  at  Gatun  and  what  was  developed.  You 
may  use  maps  if  you  wish. 

Mr.  Wallace.  I  do  not  see  your  cross  sections  here.  I  do  not  re- 
member how  many  borings  were  made,  but  we  made  quite  a  number. 
[After  examining  maps.]  I  am  not  able  to  tell  from  this  particular 
plan^  what  part  or  these  borings  were  taken  under  my  jurisaiction. 

Tlie  Chairman.  I  think  all  the  borings  are  noted  on  this  plan.  I 
think  one  of  the  engineers  a  few  days  ago  stated  that  fact. 

Senator  Kittredge.  Some  were  made  after  Mr.  Wallace  left. 

The  Chairman.  I  think  a  number  were  made  after  you  left,.  Mr. 
Wallace. 
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Mr.  Wallace.  The  railroad  is  on  this  side  of  the  gorge  [indica- 
ting]— that  is,  this  cross  section  is  a  cross  section  across  the  valley, 
looking  north,  and  some  of  the  first  borings  that  were  made  went 
down  m  this  gorge  about  179  or  180  feet.  We  made  others  that  only 
went  down  a.  part  of  that  distance,  but  as  soon  as  I  discovered  that 
there  was  a  gorge  there  and  that  that  depth  was  below  the  possibility 
of  finding  a  foundation  with  which  a  permanent  contact  could  be 
made,  or  to  which  the  foundation  of  a  dam  could  be  taken,  I  tem- 
porarily abandoned  those  borings  and  went  to  work  with  the  same 
party  and  tried  to  find  the  character  of  the  material  through  here, 
with  the  idea  of  making  a  cut-off  in  order  to  shorten  the  canaL  That 
was  afterwards  abandoned,  however. 

After  the  Commission  came  down  in  August  they  were  not  satis- 
fied in  regard  to  my  theory  of  the  continuity  of  this  gorge,  so  then  we 
went  to  work  and  kept  at  it  continuously  from  that  time  and  took 
these  other  borings  which  you  see  here  in  order  to  determine,  if  it 
was  possible,  that  we  could  find  some  place  where  the  indurated  clay 
was  not  so  deep  as  it  was  at  the  point  first  selected  for  examination. 

In  other  words,  to  present  the  matter  more  clearly  to  you,  the  prin- 
ciple I  was  working  on  was  this :  That  in  a  work  of  this  magnitude  it 
would  not  be  safe  to  construct  any  dam  to  hold  back  the  head  of 
water  that  would  be  necessary  at  that  point  unless  we  could  go  to 
bed  rock  with  our  foundations.  That  we  had  decided  on  as  a  funda- 
mental principle.  When  we  found  that  the  gorge  existed  there,  I 
could  see  no  use  of  further  explorations. 

Senator  Simmons.  Do  you  mean,  Mr.  Wallace,  that  it  is  necessary 
that  the  whole  dam  should  rest  upon  a  rock  foundation  ? 

Mr.  Wallace.  No  ;  not  necessarily ;  but  that  you  should  be  able  at 
least  to  carry  a  curtain 

Senator  Simmons.  I  mean  for  the  safety  of  the  dam.  Do  you 
mean  that  it  is  necessary  that  the  whole  of  the  dam  should  rest  upon 
a  rock  foundation? 

Mr.  Wallace.  No;  not  the  whole  foundation.  But  it  is  neces- 
sarj' — ^that  is,  in  my  own  opinion — that  you  should  carry  down  a 
contact,  or  what  we  call  a  curtain  wall,  to  the  bed  rock  or  to  some 
impervious  material. 

Senator  Si3imons.  The  whole  length  of  the  dam? 

Mr.  Wallace.  The 'whole  entire  length  of  the  dam. 

Senator  Kittredge.  Why  is  that? 

Mr.  Wallace.  That  is,  from  one  side  of  the  valley  to  the  other. 
Why,  it  is  so  as  to  cut  off  the  percolation  of  any  water  underneath 
your  structure. 

Senator  Simmons.  Is  that  what  you  call  a  core  ?  What  do  you  call 
that  construction  which  you  say  must  go  down  to  the  rock  ? 

Mr.  Walij^ce.  If  it  is  an  earth  dam  which  you  are  building  on  a 
rock  foundation  you  put  in  what  we  call  a  puddle  core.  That  is.  you 
put  in  a  core  in  the  center  of  that  dam  that  is  imper\3ious  to  watcr.^ 

Senator  Simmons.  Yes. 

Mr.  Wallace.  If  you  desired  to  build  a  large  earth  dam  in  an 
alluvial  valley  you  would  want  to  carry  that  core  down  to  the  bed 
rock  or  to  some  impervious  material.  We  generally  call  it  a  curtain 
wall. 
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The  Chairman.  What  you  mean  by  the  curtain  is  the  wall  made 
of  concrete  or  stone,  or  whatever  it  may  be.  that  comes  next  to  the 
water,  and  then  you  fill  it  behind  with  earth?     Is  that  it? 

Mr.  Wallace.  No;  I  mean  a  subterranean  construction,  a  subsur- 
face construction  that  will  go  clear  to  the  bed  rock. 

Senator  Simmons.  What  is  that  to  be  made  of — masonrv  or  tim- 
ber? 

Mr.  Wallace.  That  can  be  of  timber  if  it  is  entirely  submerged, 
or  it  can  be  of  concrete,  or  it  can  be  of  any  material,  of  whatever 
nature,  that  will  be  permanent  and  that  will,  without  any  question, 
shut  off  the  percolation  or  flow  of  water  underneath  your  dam. 

Senator  Taliaferro.  That  is,  this  curtain  has  no  part  whatever  in 
the  foundation  except  to  prevent  an  underflow  of  water  ? 

Mr.  Wallace.  That  is  it,  exactly.  Now,  there  are  two  things  to 
be  guarded  against 

Senator  Simmons.  This  curtain  goes  down  to  the  rock  and  extends 
the  full  length  of  the  dam  ? 

Mr.  Wallace.  Yes.  To  make  it  clear  to  you,  perhaps  I  can  ex- 
plain it  a  little  differently. 

The  foundation  for  a  dam  has  to  perform  two  functions.  One  is 
to  support  the  structure  upon  which  it  rests;  the  other  is  to  prevent 
the  water  from  running  through  underneath  it. 

Senator  Taliaferro.  And  undermining  it? 

Mr.  Wallace.  Either  undermining  it  or  else  exhausting  your  reser- 
voir of  its  water  supply.  You  may  nave  a  flow  of  water  underneath 
a  dam  that  may  drain  the  dam  area  and  still  may  not  ruin  your 
structure  as  a  dam.     Have  I  made  that  clear  to  you  ? 

Senator  Taliaferro.  Well,  Mr.  Wallace,  if  there  was  sufficient 
underflow  to  drain  that  dam,  would  it  not  in  all  probability  impair 
the  structure  itself? 

Mr.  Wallace.  Possibly,  but  not  necessarily  so — ^that  is,  it  might  be 
possible  to  drain  that  water  off  absolutely  and  not  be  able  to  hold 
water  in  your  dam  and  still  not  destroy  the  dam.  *  But  I  would  not 
take  the  chances  on  it  if  I  were  building  the  dam,  though  I  can  not 
say  that  it  would  not  be  possible  to  do  it. 

Senator  Simmons.  Is  it  proposed  to  construct  any  such  curtain  as 
you  now  speak  of  at  Gamboa  ? 

Mr.  Wallace.  At  Gamboa?  No,  sir;  because  at  Gamboa  the 
foundations  themselves  go  to  the  bed  rock.  At  Gamboa  the  primary 
rock  foundation  comes  up— not  the  indurated  clay,  where  vou  do  not 
know  what  is  underneath  it,  but  the  actual  basaltic  rock,  or  which  tJie 
backbone  of  the  continent  itself  is  made.  The  deepest  part  at 
Gamboa  is  only  at  sea  level.  You  only  have  to  go  45  or  50  feet  below 
the  bed  of  the  Chagres  River  to  put  the  foundations  of  your  dam 
right  down  on  the  bed  rock,  which  is  the  backbone  of  the  continent, 
and  there  is  not  any  question  at  all  about  its  integrity. 

Senator  Simmons.  But  after  you  get  to  bed  rock  at  Gamboa  yon 
propose  to  consti^ict  an  earth  dam  there  with  a  masonry  core,  do  vou 
not? 

Mr.  Wallace.  No  ;  not  necessarily  so.  That  was  a  detail  that  was 
left  for  subsequent  determination. 

Senator  Simmons.  Has  anybody  suggested  anything  there  except 
an  earth  dam  with  a  masonrv  core? 
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Mr.  Wallace.  Yes,  sir;  I  understand  that  the  majority  of  the 
advisory  board  suggested  a  masonry  dam,  and  a  masonry  dam  is  the 
thing,  it  seems  to  me,  to  construct  there.  The  only  reason  that  any- 
one ever  suggested  an  earthen  dam  with  a  masonry  core  at  Gamboa  was 
from  the  fact  that  there  was  so  much  material  to  dispose  out  of  Culebra 
that  the  material  could  be  wasted  at  the  site  of  that  dam,  and  it 
would  aflford  a  place  to  put  that  material.     As  far  as  an  engineering 

§  reposition  is  concerned,  the  proper  thing  to  build  there  is  a  masonry 
am. 

The  strength  of  a  masonry  dam  founded  on  the  bed  rock  is  a  matter 
of  absolute  mathematical  determination.  There  is  no  guesswork 
about  it.  You  can  logicallv  reason  from  the  integrity  of  one  masonry 
dam  to  another  masonry  dam,  because  you  have  elements  there  that 
are  what  we  call  determinate.  But  you  can  not  so  figure  on  an  earthen 
dam.  An  earthen  dam  is  absolutely  a  question  of  judgment  and 
opinion.  You  can  build  an  earthen  dam  in  Massachusetts  or  New 
\  ork  or  Colorado  that  will  stand  a  head  of  85  feet  of  water,  and  it  is 
no  criterion  at  all  that  the  same  dam  at  Gatun  or  in  South  Africa 
or  at  any  other  place  would  stand  it,  because  the  conditions  are  never 
the  same.  I  mean  the  conditions  under  the  surface.  That  is  a  matter 
of  what  you  may  call  engineering  judgment  if  you  are  in  favor  of 
an  earth  dam,  and  you  may  call  it  engineering  guesswork  if  you 
are  not. 

Senator  Taliaferro.  Mr.  Wallace,  is  not  this  earthen  dam  which 
is  proposed  by  the  minority  at  Gatun  a  dam  of  unusual  strength  ? 

Mr.  Wallace.  Yes ;  it  is ;  but  as  I  said  awhile  ago,  the  unusual  size 
that  you  make  that  dam  may  affect  its  integrity  as  a  dam  if  there  is 
no  water  flowing  under  it  and  if  it  is  on  a  proper  foundation.  But 
there  are  two  gorges  that  are  underneath  it.  The  deeper  you  go  in 
those  gorges  the  more  water-bearing  the  material  is.  You  find  the 
rame  mass  of  loose  gravel  in  the  bottom  of  this  gorge  here  that  we 
found  in  the  bottom  of  the  gorge  at  Bohio,  a  really  water-bearing 
stratification,  practically  a  siibterranean  river.  Now,  when  you  add 
to  that  a  pressure  of  some  38  pounds  to  the  square  inch,  due  to  this 
85  feet  of  head  of  water  which  is  behind  this  dam  bearing  on  this 
water  to  press  it  through  that  stratification,  no  engineer  can  tell  you 
what  is  going  to  happen  there. 

Senator  Simmons.  Mr.  Wallace,  I  want  to  see  if  I  understand  you. 
If  I  understand  jrou,  your  position  is  that  you  can  not  guarantee  the 
safety  and  integrity  of  an  earth  dam  unless  it  is  either  built  upon  a 
rock  foundation  or  unless  there  is  a  curtain  going  down  from  the 
surface,  through  the  subsurface,  to  a  rock  foundation  ? 

Mr.  Wallace.  Yes,  sir. 

Senator  Simmons.  That  is  your  position  ? 

Mr.  Wallace.  That  is  my  position. 

Senator  Simmons.  And  tnat  curtain  must  extend  the  full  length  of 
the  dam  ? 

Mr.  Wallace.  The  full  length  of  the  dam ;  yes,  sir. 

Senator  Simmons.  That  is,  not  only  across  those  gorges — down 
where  those  gorges  are — but  down  where  this  indurated  clay  is? 

Mr.  Wallace.  It  must  go  into  that.  If  this  indurated  clay  is  all 
indurated  clay,  if  you  get  a  good  foothold  into  this  clay  it  is  a  proper 
foundation. 
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Senator  Taliaferro.  I  want  to  ask  you  a  question  before  you  get 
away  from  that. 

Mr.  Wallace.  May  I  finish  this  matter — ^just  a  minute? 

Senator  Tall\ferro.  Yes,  sir. 

Mr.  Wallace.  But  no  man  can  tell  what  is  here.  While  it  is  pos- 
sible and  while  it  is  probable  that  that  indurated  clay  does  extend  to 
the  bed  rock,  you  havp  not  any  surety  of  it. 

Senator  Simmons.  What  I  want  to  get  from  you  is  your  opinion  as 
to  whether  that  curtain  has  to  so  down  through  that  indurated  clay 
until  you  get  to  bed  rock,  in  order  to  guaranty  the  integrity  of  your 
dam. 

Mr.  Wallace.  No,  sir;  not  if  that  indurated  clay  does  go  to  bed 
rock ;  but  I  would  find  that  out  first,  before  I  built  a  dam  that  this 
great  work  was  dependent  upon. 

Senator  Simmons.  It  must  be  demonstrated  that  the  indurated  clay 
goes  to  the  bottom,  or  you  must  go  through  the  indurated  clay  with 
your  curtain  down  to  the  bed  rock? 

Mr.  Wallace.  Yes,  sir. 

Senator  Taliaferro.  Now,  Mr.  Wallace,  your  answer  to  Senator 
Simmons  seems  to  lay  down  the  general  proposition  that  an  earth  dam 
is  not  safe  unless  the  foundations  go  to  oea  rock,  or  there  is  this  cur- 
tain going  to  bed  rock,  for  the  purpose  of  cutting  oflf  an  underflow  of 
water. 

Mr.  Wallace.  Yes — that  is,  of  course,  unless  the  material  may  be 
of  an  impervious  nature. 

Senator  Taliaferro.  You  did  not  put  that  qualification  in  your  an- 
swer before.  I  was  going  to  ask  you  if  there  were  not  a  ffreat  many 
earth  dams  in  this  country  which  have  been  proved  to  be  sate? 

Mr.  Wallace.  Yes;  but  if  you  had  a  thousand  earth  dams  in  this 
country  that  were  proven  to  be  safe,  they  would  be  no  criterion  that 
one  at  Gatun  would,  unless  the  conditions  at  Gatun  coincided  with 
the  conditions  of  these  that  had  been  proved  here. 

Senator  Taliaferro.  Exactly  so ;  but  it  would  answer  your  general 
proposition  that  earth  dams  were  unsafe? 

Mr.  Wallace.  Oh,  no ;  I  did  not  say  that ;  I  beg  your  pardon. 

Senator  Taliaferro.  Well,  that  earth  dams  were  not  safe  ? 

Mr.  Wallace.  \Vhat  I  say  is  this,  that  I,  of  my  own  judgment, 
would  not  construct  an  earthen  dam  in  an  important  work  like  this 
or  with  a  CTeat  head  of  water  behind  it  unless  it  was  either  founded 
on  the  rock  or  founded  on  some  impervious  material  like  indurated 
clay  or  unless  it  was  protected  by  a  curtain  that  was  taken  to  the  bed 
rock  or  to  the  indurated  clay  or  to  a  surface  through  which  the  water 
would  not  flow. 

Senator  Taliaferro.  I  thought  you  meant  that. 

Mr.  Wallace.  That  is  what  I  meant;  yes. 

Senator  Simmons.  What  did  you  call  these  two  formations  here  ? 

Mr.  Wallace.  Down  in  the  bottom  here  there  is  loose  gravel. 

Senator  Simmons.  But  what  did  you  call  that  [indicating]?  We 
have  been  calling  it  a  gulch. 

Mr.  Wallace.  I  called  it  a  geological  gorge. 

Senator  Sim3ions.  A  gorge;  yes.  Now,  Mr.  Wallace,  eliminating 
those  two  gorges  altogether,  supposing  that  they  were  not  there,  but 
that  the  formation  where  those  gorges  are  was  the  same  as  this  here 
[indicating] — in  other  words,  that  it  was  all  indurated  clay  clear 
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across  the  line  of  this  canal  and  that  that  indurated  clay  extended 
down  200  feet,  the  full  length  of  the  canal,  do  you  give  it  as  your 
opinion  that  you  could  not  construct  upon  the  surface  of  that  in- 
durated clay  an  earthen  dam  which  would  be  absolutely  safe? 

ilr.  Wallace.  No;  I  do  not  say  that,  because,  as  I  said  before,  it 
would  depend  entirely  on  what  was  underneath  it  here. 

Senator  Simmons.  1  am  asking  you  a  hypothetical  case. 

Mr.  Wallace.  Well,  you  have  to  take - 

Senator  Simmons.  I  can  not  get  at  your  views  unless  you  will  allow 
me  to  ask  you  a  hypothetical  case. 

Mr.  Wallace.  I  know,  but  engineers  do  not  decide  things  on  hypo- 
thetical cases.  We  decide  the  form  of  our  structure  on  what  we  nnd 
underneath. 

Senator  Simmons.  But  it  might  be  of  some  benefit  to  us  to  have 
your  opinion  on  a  hypothetical  case.  Of  course  I  do  not  want  it 
unless  you  are  willine  to  give  it. 

Mr.  Wallace.  Well,  engineers  are  a  good  deal  like  some  judges; 
they  do  not  give  their  opinions  on  hypothetical  cases. 

Senator  Simmons.  I  will  ask  you  the  question,  and  you  can  answer 
it  or  not,  as  you  see  fit.  Eliminating  the  two  gorges  there,  supposing 
that  the  material  in  those  gorges  was  the  same  as  that  on  either  side 
of  it,  and  that  you  have,  therefore,  for  the  full  length  of  the  dam, 
a  foundation  of  indurated  clay  extending  200  feet  beiow  the  surface, 
I  ask  you  the  question  if,  with  those  conditions,  an  earth  dam  there 
would  not  be  practically  secure  and  safe? 

Mr.  Wallace.  I  would  not  put  an  earth  dam  in  there  in  an  im- 

firtant  work  of  this  character  under  the  conditions  you  name  unless 
knew  what  was  under  that  200  feet  of  indurated  clay,  and  unless 
I  knew  how  far  above  and  below  the  dam  the  indurated  clay  extended. 

Senator  Simmons.  That  is  an  answer  to  the  question. 

Mr.  Wallace.  Yes,  sir. 

Senator  Ankeny.  Mr.  Wallace,  that  indurated  clay  is  never  of 
uniform  thickness,  is  it? 

Mr.  Wallace.  That  is  the  reason,  or  that  is  one  of  the  reasons,  why 
I  would  not  trust  an  important  structure  of  that  kind  on  it  unless 
I  knew  what  was  underneath  it. 

I  have  had  some  experience  with  this  kind  of  clay.  I  put  in  a 
bridge  across  the  Missouri  River  quite  a  number  of  years  ago  for  the 
Santa  Fe  Kailroad  Company.  When  I  first  took  charge  of  that  struc- 
ture they  had  a  line  of  borings  across  the  valley.  That  line  of  borings 
struck  an  indurated  clay  that  was  a  great  deal  heavier  and  harder 
than  this  indurated  clay  is;  and  the  engineer  that  was  sent  to  take 
those  borings  had  reported  that  he  had  round  a  foundation  substan- 
tial enough  to  construct  the  piers  of  that  bridge  on ;  and  the  bridge 
was  planned  with  its  caissons  and  its  piers  and  everything  to  go  to 
that  deptii. 

WTien  I  arrived  on  the  ground  I  commenced  to  examine  the  char- 
acter of  some  of  the  rock  borings  and  this  clajr,  and  I  was  not  satis- 
fied that  he  had  gotten  into  a  permanent  stratification.  Se  we  went 
I  on  through,  and  after  going  through  some  feet  of  this  material  we 
i  struck  gravel  and  sand,  and  so  forth,  below.  We  found  indurated 
!  clay  in  there  that  weighed  120  pounds  to  the  cubic  foot,  and  that  was 
more  of  rock  nature,  really,  than  this  indurated  clay  is  here;  and 
underneath  it  we  found  a  mass  of  loose  material,  gravel  and  so  on. 
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that  we  had  to  carry  the  piers  of  that  bridge  down  through.  Instead 
of  going,  as  we  expected,  about  20  feet,  we  had  to  go  65  or  76  to  80 
feet  below  the  suriace  of  the  water,  depending  on  stage  of  water. 

Senator  Morgan.  What  place  are  you  speaking  of  now  ? 

Mr.  Wallace.  I  am  speaking  of  a  bridge  foundation  that  I  put  at 
one  time  across  the  Missouri  River  at  Sibley. 

There  is  a  section  of  country  that  Senator  Kittred^  is  familiar 
with — in  the  Dakota  country — I  think  up  near  the  Jim  Kiver  district, 
where  the  Missouri  River  comes  down  along  the  mountain  slope  of 
the  continent  at  a  much  higher  elevation  than  a  large  part  of  Dakota. 
In  South  Dakota  you  can  put  down  almost  anywhere  a  pipe  of  almost 
any  size  and  get  a  flowing  artesian  well  from  it.  I  think  the  Senator 
will  bear  me  out  in  that,  at  least  to  a  degree. 

Senator  Kittredoe.  That  is  ri^ht. 

Mr.  Wallace.  That  water  evidently  comes  underneath  from  the 
Missouri  River,  and  it  flows  through  this  sand  and  gravel  and  a  fine 
silt — the  silt  is  much  finer  than  the  material  we  found  in  this  gorge 
here — and  under  several  hundred  feet  of  indurated  clay.  Am  I  cor- 
rect in  that  ? 

Senator  Kittredoe.  That  is  absolutely  right. 

Mr.  Wallace.  And  so  much  water  flows  through  that  stratifica- 
tion that  there  are  times  when  there  is  more  water  in  the  Missouri 
River  at  Yankton  than  there  is  at  Sioux  City.  Is  not  that  correct. 
Senator? 

Senator  Kittredoe.  That  is  true. 

Senator  Dryden.  Mr.  Wallace,  do  the  engineers  who  have  ex- 
amined the  subject  all  concur  with  you  in  your  opinion  ? 

Mr.  Wallace.  I  do  not  know;  I  have  not  conferred  with  any  of 
them. 

Senator  Dryden.  You  have  not  read  their  testimony? 

Mr.  Wallace.  I  have  read  their  testimony;  yes,  sir. 

Senator  Dryden.  Have  you  observed  in  your  readings  whether  they 
do  or  do  not  agree  with  you  ? 

Mr.  Wallace.  Some  of  them  do  and  some  of  them  do  not — or, 
rather,  to  put  it  the  other  way,  I  agree  with  some  of  them  and  with 
some  of  them  I  do  not  agree. 

Senator  Dryden.  It  comes  to  the  same  result? 

Mr.  Wallace.  It  comes  to  the  same  result;  yes,  sir. 

Senator  Dryden.  There  are  a  number  of  very  eminent  engineers 
who  hold  that  that  dam  can  be  safely  built  across  those  gorges. 

Mr.  Wallace.  I  presume  there  are;  but  I  am  simply  speaking  for 
myself. 

Senator  Dryden.  Precisely. 

Mr.  Wallace.  And  for  myself,  I  would  not  do  it. 

Senator  Dryden.  Will  you  point  out  to  me,  if  you  please,  while 
we  are  on  this  subject,  on  "the  map  which  shows  the  dam,  just  where 
the  dam  will  cross  these  gorges? 

Mr.  Wallace.  I  am  not  familiar  with  these  maps;  but  one  of  the 
gorges  in  the  map  is  here,  and  the  other  one  is  nere— that  is,  this 
hill,  in  which  they  evidently  have  designed  the  sluice  gates— the 
spillway — is  in  between  these  two  gorges.  ' 

Senator  Dryden.  About  what  is  the  length  of  the  mouth  of  those 
norges — the  top  of  the  gorges? 
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Mr.  Wallace.  That  one  is  about  1,800  or  2,000  feet  across,  and  this 
one  is  about — a  little  over  a  thousand — about  a  thousand. 

Senator  Drtdbn.  Yes;  thank  you.  I  did  not  quite  get  your  point 
when  you  said  that  certain  conditions  might  make  a  dam  safe  in 
Massachusetts  but  would  not  apply  on  the  Isthmus. 

Mr.  Wallace.  Yes,  sir. 

Senator  Dbyden.  I  did  not  quite  get  that  point. 

Mr.  Wallace.  What  I  meant  by  that  was  that  there  is  no  simi- 
larity in  respect  to  the  foundations. 

Senator  Drtden.  Yes. 

Mr.  Wallace.  As  far  as  the  constructing  of  the  dam  itself  is 
concerned,  after  your  foundations  are  secure,  if  you  construct  a  dam 
with  reasonable  care,  with  the  same  kind  of  material,  and  see  that 
the  layers  are  all  properly  put  in,  you  can  construct  your  dam  itself 
as  weU  in  one  place  as  you  can  in  another.  But  what  I  meant  to  say 
was  that  because  an  earth  dam  had  a  proper  foundation  or  was  on  a 
material  that  was  not  permeable  by  water  in  Massachusetts,  it  is  no 
sign,  if  you  construct  a  dam  on  the  Isthmus,  that  you  would  find 
the  same  conditions  occurring  underneath  tKe  surface.  You  under- 
stand what  I  mean? 

Senator  Drtdbn.  Yes. 

Mr.  Wallace.  There  are  two  elements  in  the  earth  dam  proposi- 
tion. One  is  the  structure  which  we  intend  to  make,  the  elements  of 
which  can  be  determined.  The  other  is  that  part  of  the  structure 
which  nature  has  made  and  which  is  not  the  same  in  one  locality  as 
it  is  in  another.  You  might  not  find  in  the  whole  wide  world 
another  condition  exactly  similar  to  this. 

That  is  the  point  I  was  trying  to  make — ^that  the  conditions  under- 
neath the  dam  in  Massachusetts  were  no  criterion  as  to  what  the 
conditions  would  be  underneath  the  dam  at  Gatun,  unless  they  were 
found  to  be  identical. 

Senator  Drtden.  The  depth  of  this  dam  is  about  a  half  a  mile, 
as  I  understand,  from  the  head  to  the  end  of  it? 

Mr.  Wallace.  Well,  yes.  Here  it  is,  underneath  here,  on  this 
lower  map. 

Senator  Drtden.  I  think  it  has  been  testified  that  it  is  about  a 
half  a  mile. 

Mr.  Wallace.  Yes,  sir. 

Senator  Drtden.  Is  not  the  fact  of  that  enormous  depth,  which  I 
understand  to  be  entirely  unprecedented,  far  beyond  anything  that 
has  ever  been  constructed  before,  a  very  important  factor* as  furnish- 
ing a  resisting  force  for  the  seepage  of  this  water? 

Mr.  Wallace.  No,  sir. 

Senator  Drtden.  You  hold  it  would  make  no  difference  whether 
that  dam  is  of  such  a  depth  as  that  or  smaller? 

Mr.  Wallace.  Except  this:  Except  so  far  as  it  would  make  a 
longer  area  between  wnere  the  water  might  reach  this  substratifica- 
tion  and  where  the  water  might  come  from,  and  increase  the  friction 
due  to  the  flow  of  water  through  the  material.    If  that  material  com- 

eressed  this  gravel  down  in  here  it  would  be  another  proposition, 
ut  experience  has  shown  us — at  least  my  experience  has  shown,  me — 
that  the  weight  of  that  dam  on  top  of  this  material  would  have  no 
effect  whatever  on  the  flow  of  water  through  this  gorge  below  here, 
p  c — TOL  3—06 2 
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It  may  compress  some  of  the  upper  stratifications  in  which  there  is 
vegetation  or  alluvial  matter. 

Senator  Morgan.  By  "  the  gorge  below  here  "  you  mean  the  deepest 
gorge? 

Mr.  Wallace.  Yes;  the  two  deep  gorges;  the  two  gorges  at  Gatun. 

Senator  Morgan.  And  this  is  the  deepest  one? 

Mr.  Wallace.  Yes.    The  same  thing  would  apply  to  the  other  one. 

Senator  Morgan.  Yes ;  I  merely  want  to  get  the  record  right. 

Mr.  Wallace.  The  compression  would  take  place  in  the  upper 
stratifications  that  are  made  up  of  vegetable  matter  or  of  alluvial 
matter,  and  the  effect  of  those  compressions  will  be  an  inequality  in  . 
the  settlement  of  your  dam,  and  the  probabilities  of  cracks  and  breaks 
in  it  in  line  with  the  edges  of  these  gorges.  But  the  pressure  of  that 
dam  will  have  no  effect  whatever  as  to  the  flow  of  water  through  this 
water-bearing  stratification  in  the  bottom  of  the  gorges. 

Senator  Dryden.  Would  not  the  fine  matter  which  washes  down  in 
the  silt  fill  up  the  little,  infinitesimal  crevices  in  this  alluvial  matter, 
so  as  to  constantly  make  it  more  water-ti^ht? 

Mr.  Wallace.  Under  some  conditions  it  might;  under  other  condi- 
tions, no. 

That,  in  fact,  is  such  an  insignificant  proposition  that  it  is  not 
strong  enough  to  be  an  element  upon  which  to  base  a  decision  of  this 
kind.  It  has  not  done  it  so  far.  i  ou  find  the  deeper  you  go  here  the 
coarser  this  material  is  and  the  more  water  runs  through  it. 

If  a  dam  is  built  here,  the  possibilities  are,  you  will  find,  that  silt 
may  never  come  in  against  the  exact  dam  itself.  It  might  not  for 
ages;  it  might  not  forliundreds  of  years,  because  it  will  come  in  from 
the  side  creeks  and  will  be  deposited  wherever  the  water  is  still,  and 
there  will  be  very  little  that  may  come  down  against  this  dam  in  the 
water  that  is  against  it,  because  the  water  will  be  still  for  quite  a  dis- 
tance above  it.  You  mi^t,  where  that  material  would  settle  on  sand 
of  a  certain  character.  If  it  did  settle,  it  would  have  a  tendency  to 
make  it  more  impermeable  than  it  was  before.  But  I  do  not  think 
we  could  trust  in  this  dam  on  checking  off  that  flow  of  water  by  that 
means  at  all.    I  think  the  risk  would  be  too  great. 

Senator  Dryden.  Does  the  great  extent  of  this  dammed-up  water 
add  anything  to  the  weight  or  to  the  influence  of  this  head  of  water 
seeking  an  outlet  through  this  seepage? 

Mr.  Wallace.  The  weight  of  the  water  is  due  to  its  head  and  not  to 
its  volume,  except  this,  that  over  the  entire  bottom  of  this  dam  there 
is  a  downward  pressure  of,  say,  38  or  40  pounds  per  square  inch. 
That  pressure  is  also  horizontal,  applied  to  this  water  flowing 
througn  the  dam.  That  pressure  exists  over  all  this  entire  area,  so 
that  it  half  a  mile  away  from  here  there  was  another  vein  of  gravel 
underneath  the  indurated  clay,  and  the  inlet  to  that  might  be  a  mile 
above  your  dam  or  2  miles,  that  weight  would  be  there  transmitted 
on  that  water  to  push  it  through  under  that  clay,  and  you  might 
find  springs  develop  and  waterways  develop  below  your  dam  a 
great  ways  off  even  from  these  gorges,  if  there  was  any  continuous 
strata  that  was  water  bearing  that  was  connected  with  any  of  this 
water  above  the  dam  and  any  of  this  area  in  the  swamps  below. 
Springs  might  come  up  miles  away  from  it.  due  to  that  cause,  because 
that  pressure  is  underneath  the  entire  suriace  of  your  dam,  no  mat- 
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ter  how  many  miles  it  may  be  in  extent,  due  to  the  height  of  the 
water  above  tne  point  upon  which  the  water  rests. 
Senator  Drtoen.  If  it  should  be  necessary  in  building  across  these 

Sorges  to  make  a  provision  such  as  you  have  referred^  to — running 
own  these  aprons  until  you  strike  a  strong,  sufficient  foundation — 
is  that  impracticable  from  an  engineering  standpoint? 

Mr.  Wallace.  Well,  in  this  particular  case  I  would  not  undertake 
to  do  it — ^that  is,  if  it  was  a  work  that  I  was  doing  for  clients.  No 
engineer  would  like  to  say  that  anything  in  an  engineering  way  is 
impracticable.  It  is  possible  to  cJose  that  off  by  a  great  many  means, 
but  you  can  not  get  at  it  to  see  it,  and  a  great  deal  of  it  would  have 
to  be  left  to  the  discretion  and  judgment  of  the  men  that  did  it  on 
the  ground ;  and  whether  it  could  be  done  or  not,  or  how  lon^  it  would 
take  or  how  effective  it  would  be,  are  very  uncertain  quantities. 

Senator  Ankbny.  I  infer  from  that  that  the  weight  of  that  dam 
would  increase  the  percolation.    Is  that  right  ? 

Mr.  Wallace.  No,  sir;  I  do  not  mean  to  say  that  the  weight  of  the 
dam  will  increase  the  percolation. 

Senator  Ankeny.  Tne  water  above  would  increase  it? 

Mr.  Wallace.  The  water  behind  it,  in  the  lake  that  would  be  cre- 
ated by  the  dam,  would  increase  the  percolation,  due  to  the  head  of 
the  water. 

Senator  Ankent.  That  is  what  all  this  means? 

Mr.  Wallace.  Yes,  sir ;  that  is  what  all  this  means.  What  I  meant 
to  say,  further,  is  that,  in  my  judgment,  it  would  be  a  very  unsafe 
thing  to  predicate  this  important  work  on  a  structure  built  at  that 
point. 

Senator  Ankeny.  Upon  a  plan  open  to  these  objections? 

Mr.  Wallace.  Yes,  sir. 

Senator  Dryden.  Have  you  found  any  other  weak  point  in  that 
scheme  for  a  dam  except  these  two  gorges? 

Mr.  Wallace.  I  do  not  like  the  fock  proposition  that  goes  with  it. 

Senator  Simmons.  You  said  you  mad^  some  borings  after  you  went 
down  there? 

Mr.  Wallace.  Yes,  sir. 

Senator  Simmons.  What  was  the  greatest  depth  of  your  borings? 

Mr.  Wallace.  I  think  some  of  them  were  200  feet.  As  I  said  be- 
fore you  came  in  the  room,  we  abandoned  the  borings  at  one  time, 
after  we  had  commenced  them  and  gotten  down  about  179  or  180  feet. 
Afterwards  I  went  back  again  and  explored  that  valley  and  made  a 
great  many  other  borings  all  through  there. 

Senator  Simmons.  Did  you  get  through  the  indurated  clay? 

Mr.  Wallace.  No,  sir;  I  did  not  go  down  through  that.  All  I 
tried  to  do  was  to  develop  these  gorges,  because  when  I  found  one 
depth  that  was  below  what  I  considered  a  practicable  depth  te  take  a 
foundation  to  that,  to  my  mind,  settled  that  locality. 

Senator  Simmons.  Were  your  borings  altogether  in  the  gorges? 

Mr.  Wallace.  No,  sir.  They  were  all  over;  some  of  them  down 
here  [indicating  on  map]. 

Senator  Simmons.  Blow  deep  did  you  go  in  the  gorges? 

Mr.  Wallace.  My  recollection  is  that  before  I  left  the  deepest  I 
found  was  about  200  feet 

Senator  Simmons.  How  deep  did  you  go  through  the  indurated 
clay? 
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Mr.  Wallace.  Whenever  we  struck  the  indurated  clay  and  went 
into  it  10  or  15  feet  we  stopped. 

Senator  Simmons.  You  did  not  prosecute  your  borings  to  the  ex- 
tent of  finding  what  was  the  character  of  the  material  below  the 
strata  of  indurated  clay  ? 

Mr.  Wallace.  No,  sir;  because,  to  my  mind,  that  was  entireljr  un- 
necessary. Having  found  that  there  were  deep  gorges  there  [indi- 
cating on  map],  it  looked  like  a  waste  of  money  to  undertake  any 
further  experiments  there.  If  thaj,  location  had  been  selected  for  a 
dam  and  I  had  been  instructed  to  build  a  dam  on  that  location,  I 
would  not  have  stopped  until  I  had  gone  clear  through  and  into  the 
rock  and  gotten  through  several  stratifications,  so  that  I  could  have 
found  the  geological  sequence  of  the  various  stratifications. 

Senator  Simmons.  Your  200  feet  borings  down  those  gulches  there 
did  not  reach  strata  of  rock  or  other  hard  substance? 

Mr.  Wallace.  No,  sir. 

Senator  Simmons.  Why  did  you  stop  at  200  feet?  Why  did  you 
not  CO  deeper  down? 

IVfr.  Wallace.  The  reason  was  this:  We  were  crowded  for  men,  and 
we  were  crowded  for  material,  and  we  had  other  questions  that  were 
of  great  importance  that  we  must  solve,  and  we  needed  every  man 
and  every  machine  that  we  had.  As  I  abandoned  that  in  my  mind 
as  a  place  for  a  dam  when  I  got  down  that  200  feet  and  did  not  find 
any  suitable  material  for  a  foundation,  it  was,  to  my  mind,  simply  a 
waste  of  time  to  continue. 

Senator  Simmons.  When  you  got  down  200  feet  and  did  not  find 
any  solid  substance  you  reached  the  conclusion  satisfactory  to  yourself 
that  that  was  not  a  proper  place  for  a  dam? 

Mr.  Wallace.  Yes,  sir. 

Senator  Simmons.  When  was  it  that  you  reached  that  conclusion  ? 

Mr.  Wallace.  That  was,  I  think,  in  August,  1904. 

Senator  Simmons.  Since  that  time  you  have  been  opposing  this 
proposition  to  put  a  dam  there? 

Mr.  Wallace.  No,  sir.  I  went  back  again,  at  the  request  of  the 
old  Commission,  and  we  took  additional  borings,  because  their  theory 
was  that  at  some  place  else  across  that  valley  we  might  find  a  con- 
tinuous ridge  of  this  indurated  clay  upon  which  this  dam  might  be 
built,  and  it  was  on  that  chance  that  we  continued  our  investigation. 

Senator  Simmons.  Did  you  make  borings  elsewhere  in  the  valley 
with  a  view  to  ascertaining  whether  conditions  were  different  there  ? 

Mr.  Wallace.  Yes.  That  is  the  reason  all  these  black  borings  were 
taken  from  here  away  above  the  dam  [indicating  on  map]. 

Senator  Morgan.  Did  you  ever  find  that  continuous  ridge  of  im- 
pervious material  ? 

Mr.  Wallace.  No,  sir;  we  did  not. 

While  these  borings  were  going  on  we  had  been  boring  at  Bohio 
and  had  gotten  down  167  feet  at  Bohio,  in  a  gorge  there.  We  had 
followed  that  gorge  clear  up  to  Gamboa,  and  we  found  it  ran  out  at 
Gamboa  and  the  rock  came  up  to  sea  level.  My  natural  supposition 
was  that,  going  down  to  200  feet  here  [indicating  on  map]  and  167 
feet  at  Bonio  and  finding  that  all  the  way  up  the  valley  the  rock 
pitched  and  would  be  found  at  some  very  great  depth  here  [indicat- 
ing on  map],  but  certainly  under  250  or  300  feet  at  this  point  [indi- 
cating on  map],  that  we  certainly  would  not  find  that  it  was  at  a 
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higher  elevation  lower  down  the  gor^e  than  we  found  at  Bohio,  be- 
cause the  evidence  all  seems  to  show  mat  this  gorge  had  been  formed 
by  the  flow  of  water,  and  that  water  must,  of  course,  have  been  run- 
nmg  downhill  toward  the  sea. 

Senator  Simmons.  It  was  in  August,  1904,  that  you  completed  these 
borings  in  the  gulch  ? 

Mr.  Wallace.  No,  sir;  it  was  August,  1904,  that  I  found  out  that 
one  of  these  gorges  existed ;  but  we  took  a  great  many  additional  bor- 
ings after  that 

Senator  Simmons.  When  was  it  that  you  completed  the  borings  as 
to  those  gorges  and  made  up  your  mind  £nat  tliat  site  would  not  do? 

Mr.  Wallace.  That  was  in  August,  1904. 

Senator  Simmons.  That  is  what  I  understood  you  to  say. 

Mr.  Wallace.  That  was  with  this  reservation,  that  if  we  did 
find 

Senator  Simmons.  I  am  talking  about  this  site. 

Mr.  Wallace.  But  I  mean  to  say  this:  That  we  did  not  abandon 
that  entirely,  but  it  was  with  the  reservation,  of  course,  that  if  we  did 
find  a  barrier  of  this  indurated  clay  extending  clear  across  the  valley, 
and  then  found  that  that  was  down  to  the  bed  rock,  and  that  there 
was  no  water-bearing  strata  under  it,  we  might  go  back  to  that  and 
put  a  dam  there. 

Senator  Simmons.  But  you  did  find  upon  this  identical  situs  these 
gorges  and  you  did  bore  down  200  feet? 

mr.  Wallace.  Yes,  sir. 

Senator  Simmons.  And  you  came  to  the  conclusion,  as  a  result  of 
those  borings,  that  this  precise  place  would  not  do  ? 

Mr.  Wallace.  That  is  correct. 

Senator  Simmons.  What  I  want  to  ask  you  is  this:  Is  there  any 
report  of  your  to  the  Conmiission  or  any  written  statement  of  yours 
to  the  Commission,  made  at  that  time,  of  the  conclusion  you  had 
reached  in  this  regard? 

Mr.  Wallace.  Yes,  sir;  that  is  contained  in  letters  addressed  to 
Admiral  Walker,  the  chairman  of  the  Commission,  and  it  was  also 
covered  by  verbal  reports  that  I  made  to  the  Conmiission  when  they 
were  on  the  Isthmus  m  that  month. 

Senator  Simmons.  You  wrote  letters  to  the  chairman  of  the  Com- 
mission ? 

Mr.  Wallace.  Yes,  sir. 

Senator  Simmons.  Giving  your  opinion  as  you  have  stated  it  to  be 
here? 

Mr.  Wallace.  Yes,  sir. 

Scaiator  Simmons.  In  August,  or  about  August,  1904  ? 

Mr.  Wallace.  Yes,  sir ;  1904. 

Senator  Simmons.  After  that  opinion  was  given  by  you  did  you 
make  anv  more  borings  at  this  particular  place  or  in  the  line  of  the 
dam  at  that  particular  place? 

Mr.  Wallace.  In  the  general  vicinity.  That  matter  was  referred 
to  Mr.  Nichols,  and  we  let  him  use  his  judgment  as  to  where  he 
should  make  his  borings  after  that  time.  In  other  words,  the  con- 
sideration of  the  whole  problem  of  physical  research  from  Mindi  clear 
up  to  Bohio  was  left  in  the  hands  of  Mr.  Nichols  to  investigate  as  he 
saw  fit 
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Senator  Simmons.  As  a  matter  of  fact,  did  Mr.  Nichols  continue 
his  borings  along  the  line  of  this  Gatiin  dam? 

Mr.  Wallace.  In  that  general  vicinity ;  yes. 

Senator  Simmons.  I  am  not  speaking  of  the  general  vicinity.  Did 
he  make  them  along  the  line  of  this  Gatun  daml 

Mr.  Wallace.  I  could  not  tell  you  from  memory.  At  that  time  I 
used  to  get  monthly  borings  that  he  made.  It  has  been  almost  a  year 
now  since  I  have  paid  any  attention  to  it,  and  the  data  is  not  in  my 
hands,  so  that  I  could  not  answer  your  question  definitely. 

Senator  Simmons.  Is  there  anything  in  the  reports  or  upon  the 
maps  that  indicate  whether  any  borings  were  afterwards  made  right 
along  the  site? 

Mr.  Wallace.  Yes,  sir.  Mr.  Nichols  made  weekly  and  monthly 
reports  of  everything  that  he  did,  and  the  data  as  to  exactly  what  he 
found  and  did  are  on  file  in  the  chief  engineer's  office,  at  Panama. 

Senator  Simmons.  The  data  will  show  the  exact  location  of  the 
borings? 

Mr.  Wallace.  Yes,  sir. 

Senator  Taliaferko.  You  do  not  identify  the  borings  that  were 
conducted  under  your  direction  ? 

Mr.  Wallace.  No,  sir;  if  I  had  mj  reports  here  I  could.  I  have 
reports  of  these  borings.  This  map  is  made  to  a  different  scale  and 
the  borings  are  differently  numbered  from  what  they  were  on  my 
reports,  and  I  could  not  identify  the  exact  borings. 

Senator  Morgan.  Mr.  Chairman,  I  ask  that  the  chairman  call  for 
those  reports,  or  copies  of  them. 

Senator  Simmons.  Yes;  we  would ^ike  to  have  them. 

The  Chairman.  Do  I  understand  that  they  are  here  or  at  Panama, 
Mr.  Wallace? 

Mr.  Wallace.  Those  are  at  Panama.  It  may  be  possible  that  you 
will  find  them  in  a  consolidated  annual  report.  Just  before  I  left 
the  Isthmus  I  commenced  te  shape  up  my  matters  for  an  annual 
report.  All  the  engineers  under  me  received  instructions  as  to  how 
to  prepare  their  matter  and  what  matter  I  wanted.  Mr.  Nichols  and 
these  other  engineers  that  had  charge  of  borings  had  everything 
tabulated  up  to  the  1st  of  July,  1905.  It  is  barely  possible  that  ooj)ies 
of  that  matter  may  be  here  in  the  office  of  the  Conunission.  I  think 
very  likely  they  may  be. 

The  Chairman.  There  may  be  copies  here  of  this  work  that  was 
done  at  Panama? 

Mr.  Wallace.  Yes,  sir ;  there  should  be. 

Senator  Taliaferro.  Could  you  not  look  over  the  annual  report  and 
ascertain  whether  this  information  was  embraced  in  it? 

Mr.  Wallace.  Why,  it  would  not  be  in  the  annual  report.  It 
would  be  in  the  reoorts  of  Mr.  Dauchey,  and  Mr.  List,  and  Mr. 
Maltby,  and  Mr.  Elv,  and  Mr.  Nichols,  and  these  other  assistant 
engineers.     It  would  Tbe  in  their  reports  to  the  chief  engineer. 

Senator  Morgan.  Which  you  transmitted  to  the  Commission  ? 

Mr.  Wallace.  No,  sir ;  I  did  not  get  a  chance  to  do  that. 

Senator  Simmons.  I  would  like  to  have  inserted  in  the  record  the 
letters  that  Mr.  Wallace  referred  to  a  few  moments  ago,  which  he 
says  he  wrote  to  the  chairman  of  the  Commission,  givmg  it  as  his 
conclusion,  as  a  result  of  his  borings  through  these  gorges  there,  that 
this  place  at  Gatun,  which  has  been  selected  by  the  minority  as  a 
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proper  place  for  the  construction  of  a  dam,  was  not  an  available 
place. 

Senator  Kittredoil-  I  think  that  is  a  proper  request. 

Senator  Morgan.  I  thought  those  letters  nad  been  called  for  on  my 
suggestion. 

Senator  Simmons.  You  spoke  of  reports. 

Senator  Morgan.  I  call  them  reports. 

The  Chairman.  These  letters  will  be  here,  Mr.  Wallace  ? 

Mr.  Wallace.  They  should  be  here. 

The  Chairman.  The  request  for  the  letters  will  be  made,  Senator. 

Senator  Taliaferro.  That  was  in  the  form  of  a  report,  was  it? 

Mr.  Wallace.  No,  sir ;  it  was  in  the  form  of  my  regular  letters 
ridhit  along. 

The  Chairman.  Those  letters  would  be  along  in  the  year  1904? 

Mr.  Wallace.  Yes,  sir ;  addressed  to  the  chairman  of  the  Commis- 
sion. 

Senator  Simmons.  In  August  or  September  of  that  year. 

Mr.  Wallace.  My  recollection  is  that  you  will  find  that  matter 
also  treated  in  a  report  that  I  made  to  the  Commission  under  date  of 
February  1,  1905.  Along  about  in  the  winter  the  Commission  sent 
down  an  enmneering  committee  consisting  of  Professor  Burr,  Mr. 
Parsons,  ana  General  Davis,  and  they  called  upon  me  for  a  report  on 
the  Isthmus,  so  that  I  made  them  a  short,  condensed  report,  and  I 
think  it  was  on  February  1,  1905 ;  and  in  that  report  I  described  the 
work  that  had  been  done  up  to  date,  and  gave  the  conclusions  that  I 
had  arrived  at  up  to  that  date.  That  is  very  short,  and  it  wound 
things  up  to  that  period. 

Senator  Morgan.  Probably  that  would  cover  the  whole  matter. 

Mr.  Wallace.  That  might  cover  what  you  want. 

Senator  Simmons.  We  would  like  to  have  that,  and  the  other,  too. 

The  Chairman.  I  assume  that  all  borings,  or  copies  of  them,  are 
in  the  office  here? 

Mr.  Wallace.  They  should  be ;  yes. 

On  the  Isthmus  the  borings,  cores  of  all  the  material,  were  very 
carefully  preserved,  showing  the  number  of  the  hole  and  the  character 
of  material  at  each  foot  below  the  surface  all  the  way  down,  so 
that  jou  could  examine  the  actual  material.  That  is  the  way  we  got 
our  information  about  these  things.  I  used  to  visit  these  assistant 
engineers  and  go  through  these  samples.  I  would  say,  for  instance, 
"  What  did  you  find  down  here  in  hole  No.  1  at  50  feet,  or  at  125  fejBt 
below  the  surface?  "  And  I  would  follow  that  stuff  down  and  see  it, 
and  take  it  in  my  hands,  and  consequently  I  knew. 

Senator  Simmons.  Did  you  find  any  water  currents  down  in  that 
guldi? 

Mr.  Wallace.  Yes,  sir. 

Senator  Simmons.  How  deep  were  those? 

Mr.  Wallace.  The  deeper  down  we  went  the  more  freely  the  water 
seined  to  flow,  althou^  there  were  occasional  thin  layers  of  clay. 

Senator  Simmons.  What  was  the  depth  of  the  first  current  you 
found? 

Mr.  Wallace.  I  do  not  remember. 

Senator  Taliaferro.  It  is  on  that  blueprint  there. 

Mr.  Wallace.  I  do  not  like  to  speak  from  this  blueprint,  because 
I  do  not  know  whether  this  was  made  from  my  borings  or  from  subse- 
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quent  ones.  The  general  conclusion  is  all  that  concerns  you,  I  sup- 
pose, and  the  effect  that  it  had  on  my  views  was  that  it  was  not  such  a 
location  for  the  dam 

Senator  Simmons.  But  every  fact  about  this  concerns  us,  in  mak- 
ing up  our  opinion.  We  are  glad  to  have  your  suggestions,  but  we 
have  to  form  an  opinion  about  it  ourselves,  and  every  fact  about  it  is 
material. 

Mr.  Wallace.  Then  I  would  go  down  there,  if  I  were  you,  and  look 
at  the  samples  of  those  borings. 

Senator  Morgan.  Did  you  have  a  paper  similar  to  that  blueprint, 
or  some  other  drawing  showing  the  borings  made  by  you  and  reported 
by  you  to  the  Conmiission? 

Mr.  Wallace.  Yes,  sir ;  it  came  in  on  the  monthly  reports.  They 
were  sections.  For  instance,  if  they  took  these  particular  borings  in 
a  month  [indicating  on  profile],  or  those  there  rindicatingl,  thej 
would  send  sections  like  that;  but  not  a  completed  section  Bke  this 
blueprint. 

Senator  Morgan.  Your  borings  are  in  ^arge  of  the  Commission! 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  And  that  map,  or  those  maps? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  We  want  those,  Mr.  Chairman. 

Senator  Kittredgb.  Is  it  possible,  Mr.  Wallace,  to  secure  a  rock 
foundation  in  the  gorges  you  have  described? 

Mj.  Wallace.  I  do  not  think  so. 

Senator  Ejttredoe.  The  depth  is  too  great? 

Mr.  Wallace.  Yes,  sir;  the  depth  is  too  great. 

Senator  Kittredge.  Is  it  possible  to  put  in  a  curtain  wall  of  the 
character  you  have  mentioned,  in  such  manner  as  that  you  can  cer- 
tainly say  that  all  the  water  will  be  cut  off? 

MDr.  Wallace.  Well,  that  word  "  possible  "  makes  it  a  hard  ques- 
tion to  answer,  Senator. 

Senator  Kittredge.  Is  it  probable? 

IMt.  Wallace.  It  is  possible,  but  I  would  not  consider  it  reasonably 

{)racticable.  To  put  it  in  a  little  different  way,  if  it  was  the  only 
ocation  that  there  was  anywhere  for  a  dam,  and  we  could  not  build 
the  Panama  Canal  unless  we  put  the  dam  at  that  particular  point, 
I  should  first  try,  if  I  had  anything  to  do  with  the  work,  or  in  the 
way  of  advising  any  engineer  that  had  anything  to  do  with  it,  to 
attempt  to  shut  these  gorges  off  in  some  way.  It  would  be  a  very 
expensive,  tedious  proposition,  but  it  might  be  possible  to  do  it.  I 
would  not  like  to  say  that  it  would  be  impossible.  I  would  say,  most 
positively,  that  I  would  not  attempt  it  for  a  moment  if  there  was.  any 
other  locality  where  I  could  build  a  dam  where  I  would  not  have 
these  difiiculties,  and  which  would  still  enable  me  to  build  the  Pan- 
ama Canal. 

Senator  Morgan.  You  would  not  recommend  it  to  a  client  as  a  safe 
operation  for  investment? 

Mr.  Wallace.  I  certainly  would  not. 

Senator  Kittredge.  Is  it  beyond  tried  experience? 

Mr.  Wallace.  It  is  beyond  anything  that  has  been  done  in  an 
engineering  way. 

Senator  Morgan.  I  want  to  get  a  better  idea  than  I  have  of  the 
topography  of  this  country  between  Bohio  and  the  site  of  the  Gatun 
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dam,  as  put  down  on  the  report  of  the  minority.  What  is  about  the 
distance  oetween  the  borings  at  Gatun  that  you  made  down  to  157  feet 
and — ^how  many  feet  was  it? 

Mr.  Wallace.  To  a  maximum  depth  of  200  feet  while  I  was  there. 

Senator  Morgan.  At  Bohio? 

Mr.  Wallace.  Oh:  at  i^ohio?    One  hundred  and  sixty-seven  feet 

Senator  Morgan.  State  the  distance  from  that  line  to  Gatun,  just 
in  miles,  if  you  please. 

Mr.  Wallace.  It  is  practically  about  10  miles. 

Senator  Morgan.  At  Bohio  you  bored  across  and  developed  a  deep 
gulch? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  And  you  got  to  real  rock,  solid  rock? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  Not  this  indurated  clay  ? 

Mr.  Wallace.  No,  sir. 

Senator  Morgan.  And  there  you  found  bowlders  washed  in? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  And  lodged  in  this  gulch  ? 

Mr.  Wallace.  Yes^  sir. 

Senator  Morgan,  in  your  borings  between  that  and  Gatun,  did  you 
develop  the  continuity  or  a  prolongation  of  this  gulch? 

Mr.  Wallace.  Not  from  Bohio  down  to  Gatun;  but  we  took  bor- 
ings from  Gatun  up  the  river  some  distance. 

Senator  Morgan.  I  know  that;  but  down  below? 

Mr.  Wallace.  We  did  not  go  below  Bohio,  because  there  was  no 
site  between  Bohio  and  Gatun  where  we  considered  the  conditions — 
that  is,  the  topography  of  the  country  above  the  surface — as  suitable 
for  a  dam. 

Senator  Morgan.  This  blueprint  that  you  have  been  speaking  from 
this  morning  indicates  that  there  are  two  deep  gulches  there;  one, 
the  narrower  one,  is  how  many  feet  deep  ? 

Mr.  Wallace.  It  is  250  feet  deep. 

Senator  Morgan.  And  the  wider  one  is  how  deep? 

Mr.  Wallace.  About  200  feet. 

Senator  Taliaferro.  That  deep  gulch  is  258  feet  deep,  is  it  not  ? 

Mr.  Wallace.  I  was  just  speaking  approximately  from  what  this 
map  said.  I  was  not  pretending  to  give  exact  figures.  It  is  shown 
here  on  this  map  as  bemg  260  feet. 

Senator  Morgan.  Yes. 

Mr.  Wallace.  Yes.  I  had  always  understood  that  it  was  called 
250  feet  in  depth.  There  is  one  boring  that  goes  down  10  feet  below, 
here  [indicating  on  map]. 

Senator  Tallaferro.  The  borings  there,  I  understood,  have  gone 
down  258  feet. 

Mr.  Wallace.  I  see  one  figure  on  here  marked  260. 

Senator  Morgan.  I  want  to  get  you  to  state,  if  you  please,  whether 
the  Chagres  River  in  its  present  location  runs  over  or  above  either  of 
these  borings. 

Mr.  Wallace.  Yes,  sir ;  that  is,  in  a  way.  There  is.  a  diversion 
channel  over  this  deepest  boring  which  was  made  by  the  French. 
The  Qiagres  River  is  not  over  the  deepest  boring,  but  both  the  diver- 
sion and  the  river  itself  are  inside  of  the  limits  of  these  gorges,  only 
above  tbem. 
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Senator  Morgan.  Does  the  Chagres  River  separate  into  two  chan- 
nels there,  so  as  to  make  an  island  between? 

Mr.  Wallace.  In  connection  with  this  diversion  channel  it  does. 
The  French  made  a  diversion  there  that  I  presume  followed  the  lines 
of  what  formerly  had  been  a  river.  I  think  there  is  no  doubt  but 
what  at  some  ancient  period  there  were  two  channels,  one  in  each 
of  these  beds. 

Senator  Morgan.  And  there  was  an  island  that  appeared  on  the 
topographic  surface? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  And  through  one  of  those  channels  the  French 
dug  a  diversion  channel? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  Have  you  any  information  as  to  the  purpose  for 
which  they  dug  that  channel? 

Mr.  Wallace.  Well,  that  was  to  keep  the  side  water  that  came  in 
from  flowing  into  the  canal.  The  general  theory  of  diversion  chan- 
nels was  this :  That  on  each  side  of  the  canal  itself  channels  would 
be  cut  from  one  depression  to  another,  or  one  part  of  the  river  bed 
to  another,  so  that  it  would  intercept  the  streams  that  came  down  on 
the  hills  on  each  side,  carrying  that  water  out  to  sea,  to  keep  it  from 
running  into  the  canal  proper.  ^ 

Senator  Morgan.  And  the  diversion  that  you  speak  of  was  a  part 
of  that  scheme  for  keeping  the  water  out  of  the  canal  ? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  In  the  borings,  as  indicated  on  this  blueprint, 
the  augers  were  put  down  through  that  diversion  and  also  through 
the  mam  channel  of  the  river? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  And  this  insular  mass  was  between  the  two  ? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  And  that  insular  mass  was  composed  of  indu- 
rated clay? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  And  the  gulches  between  had  washed  out  and 
been  filled  up  with  debris  from  some  more  elevated  place  ? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  The  insulated  mass — I  mean  the  general  body  of 
the  material  lying  from  40  to  50  feet  beneath  the  surface — ^was  this 
indurated  clay? 

Mr.  Wallace.  Yes.  I  mean  this  indurated  clay  was  on  the  sides, 
but  there  was  no  continuity  across  these  gorges  of  indurated  clay. 

Senator  Morgan.  I  understand.  I  suppose — of  course  it  is  a  sup- 
position with  you  and  everybody  else — that  that  indurated  clay  had 
been  deposited  there  in  some  far  distant  period  of  the  past  ana  that 
those  gorges  had  washed  out? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  And  had  left  an  island  between  the  two,  which 
is  demarked  on  the  surface  to-day  by  these  two  branches  of  the 
Chagres  River  which  run  around  it? 

]Vfr.  Wallace.  That  is  the  natural  supposition. 

Senator  Morgan.  Did  they  ever,  in  the  borings  that  they  made  as 
shown  on  this  blueprint,  reach  solid  rock  beneath  this  indurated 
day? 
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Mr.  Wall-vce.  No,  sir. 

Senator  Morgan.  At  the  deepest  of  those  borings,  or  at  some  of . 
them,  did  they  reach  through  the  indurated  clay  and  into  a  softer 
mass  of  material? 

Mr.  Wallace.  No.  The  borings  only  went  down  into  the  in- 
durated clay  far  enough  to  be  sure  they  were  in  tiiat  material.  In 
some  of  those  places  mere  were  other  tinds  of  clay  on  top  of  the 
indurated  clay,  and  in  order  to  determine  that  the  clay  was  indurated 
clay  the  borings  went  some  distance  into  it  in  some  places ;  but  there 
was  no  attempt  ever  made  to  go  through  it. 

Senator  Morgan.  There  is  nothing  below  the  indurated  clay  of 
softer  material? 

Mr.  Wallace.  The  borings  did  not  go  far  enough  to  show  what 
there  was  below  the  indurated  clay. 

Senator  Morgan.  Not  even  in  that  deepest  part? 

Mr.  Wallace.  No,  sir. 

Senator  Morgan.  At  the  lowest  depth  of  that  deepest  fissure 
there  into  which  borings  were  made  you  still  found  the  indurated 
clay  ? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  This  blueprint  shows  that  tubes  were  driven 
down,  like  the  tubes  of  an  artesian  well,  for  the  purpose  of  deter- 
mining whether  water  would  flow  through  them  as  the  borings  de- 
scended; and  it  was  found  that  at  this  heavy  line  which  is  here, 
which  I  believe  indicates  sea  level  or  just  below  that,  and  at  the 
same  elevation  almost  in  each  of  these  borings  the  water  poured  out 
of  the  tubes.  Would  that  indicate  that  that  water  was  at  a  level  be- 
tween those  points  where  it  poured  out  of  the  tubes,  and  that  that 
level  was  maintained  either  through  this  indurated  clay  in  this  in- 
sular place  or  went  around  it? 

Mr.  Wallace.  It  would  indicate  that  that  water  was  connected 
with  other  water  at  a  higher  elevation,  and  that  it  was  freely  flowing 
through  the  material  that  the  water  came  through. 

Senator  Morgan.  That  was  taken,  I  suppose,  as  satisfactory  evi- 
dence that  in  some  way  the  mass  of  water  tnat  was  flowing  out  of  the 
tubes  in  each  of  these  gorges  was  a  continuous  body  ? 

Mr.  Wallace.  Yes,  sir;  and  a  continuous  stream,  and  that  the 
material  in  the  part  of  the  gorge  to  which  that  tube  ran  was  what  we 
call  freely  water-bearing. 

Senator  Morgan.  Have  you  any  idea,  or  have  you  any  reason  to 
suppose  or  to  believe  that  the  water  which  rose  at  equal  heights  in 
these  tubes  in  these  respective  deep  gorges  ran  through  the  lx)dy  of 
indurated  clay  or  ran  around  it? 

Mr.  Wallace.  From  the  data  that  has  been  presented  I  would 
judge  that  the  water  followed  these  gorges,  and,  if  the  clay  was  in- 
durated, that  the  water  was  confined  to  the  gorges. 

Senator  Morgan.  That  it  was  confined  to  the  gorges  and  ran 
around  this  insular  place  that  had  been  washed  out  on  both  sides? 

Mr.  WALt-ACE.  Yes,  sir. 

Senator  Morgan.  In  building  the  dam  upon  the  top  of  that  mate- 
rial, say,  30  or  40  feet  below  the  surface  of  the  earth,  to  span  each  of 
these  gorges,  that  dam  would  rest  upon  material  more  or  less  per- 
meable and  more  or  less  soft,  including  wood  or  other  stuff.  In  order 
to  make  that  dam  secure,  would  it  be  necessary  to  shut  out  or  close 
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out  permanently  this  conduit  that  supplied  water  from  a  common 
source  and  that  ran  either  through  or  around  this  insular  position? 

Mr.  Wallace.  Yes;  it  would  be  necessary  to  cut  it  oflf. 

Senator  Morgan.  By  what  means  could  that  be  cut  off?  By  what 
known  engineering  means  could  it  be  cut  off? 

Mr.  Wallace.  That  same  question  practically  was  asked  me  a  while 
ago,  Senator,  only  not  in  that  particular  form,  and  I  said  then  that 
it  might  be  possible  to  cut  it  on,  but  I  would  not  undertake  to  do  it 
if  I  was  an  engineer  of  that  work  if  I  could  find  any  place  else  to 
build  my  dam. 

Senator  Morgan.  Is  there  any  certain  known  engineering  formula 
or  proceeding  or  process  by  which  that  water  could  be  cut  off  other 
than  by  tAking  out  the  material  down  to  and  below  it  and  starting  the 
foundations  of  your  dam  below  the  point  where  this  water  flowed? 

Mr.  Wallace.  The  way  you  have  suggested  would  be  the  most 
thorough  way  to  do  it;  but  I  have  never  known  it  to  be  done  at  such 
great  depths  as  that. 

Senator  Morgan.  Very  good. 

Mr.  Wallace.  About  100  to  110  feet  below  the  surface  of  the  water 
is  about  the  maximum  depth  to  which  you  can  go  down  and  clean  off 
material  and  build  up  and  about  it.  Of  course  there  are  processes 
by  which  you  could  drive  sheet  piling  at  some  greater  distance,  or 
inject  cement,  or  use  the  freezing  process,  and  aU  that  sort  of  busi- 
ness; but  the  depths  of  that,  the  success  and  utility  of  it,  would  be, 
to  say  the  least,  doubtful. 

Senator  Morgan.  If  I  understand  the  project  of  the  minority  of 
the  consulting  board  of  engineers,  thev  propose  first  of  all,  in  con- 
structing this  dam,  to  go  down  and  take  off  the  softer  material  that 
lies  on  the  surface  of  the  earth  until  they  get  down  to  about  the  gen- 
eral level  of  the  indurated  clay;  then  they  propose  the  construction 
of  an  earth  dam  upon  that  basis  to  span  both  of  these  gorges.  Is 
that  a  correct  assumption? 

Mr.  Wallace.  That  is  the  way  I  understand  it. 

Senator  Morgan.  A  dam  constructed  in  that  way,  and  leaving  the 
material  as  it  is  in  these  two  deep  gorges,  would  rest  upon  a  body  of 
earth  or  bodv  of  material  through  which  and  below  which  there  is 
now  an  actual  flow  of  water.  I  want  to  know  if  a  dam  constructed  in 
that  way  and  at  the  levels  that  I  have  been  describing  can  be  made  to 
stop  that  flow  of  water ;  can  it  be  done  otherwise  than  merely  through 
the  pressure  of  the  weight  of  the  superstructure  of  the  dam  upon  the 
underlying  material? 

Mr.  Wallace.  In  my  opinion  the  weight  of  the  superstructure  of 
the  dam  would  not  shut  it  off. 

Senator  Morgan.  It  would  not? 

Mr.  Wallace.  No,  sir. 

Senator  Morgan.  Is  there  any  other  way  to  do  it,  except  through 
the  weight  of  the  superstructure? 

Mr.  Waixace.  In  that  form  of  construction,  no;  and,  as  outlined 
in  their  plan,  no. 

Senator  Morgan.  That  is  the  plan  that  is  recommended  for  the 
dam? 

Mr.  Wallace.  As  I  understand  it;  yes,  sir. 

Senator  Morgan.  If  the  superstructure  of  the  dam,  the  earth  part 
that  is  filled  in  and  superimposed  upon  this  foimdation  there  that  I 


INVESTIGATION   OP   PANAMA   CANAL   MATTEBS.  1975 

have  been  trying  to  describe,  by  its  weight  and  pressure  closes  up 
ultimately  this  water  flow,  would  that  not  be  done  at  the  expense  of 
irr^ular  settling  in  the  dam? 

Au*.  Wallace.  Yes;  but  it  would  not  close  up  the  water  flow. 

Senator  Morgan.  I  know  you  think  it  would  not.  I  am  assuming 
the  possibility  that  it  should  do  it. 

Im:.  Wallace.  It  is  rather  a  hard  presumption. 

Senator  Morgan.  Would  it  not  be  done  at  the  expense  of,  I  will 
say,  the  integrity  of  the  dam  above,  so  that  it  would  sink? 

Mr.  Wallace.  Yes;  but.  Senator,  in  my  view,  you  will  have  two 
things  that  will  happ^  there. 

Senator  Morgan.  What  are  they  ? 

Mr.  Wallace.  The  first  thing  is  negative,  and  that  is,  that  in  my 
experience  I  have  never  yet  seen  weight  that  is  superimposed  on 
water-bearing  stratification  of  gravel  uiat  was  fully  saturated  ever 
have  any  tendency  to  shut  off  the  water,  because  you  can  not  com- 
press it.  There  are  voids  there,  and  the  gravel  and  the  sand  and  the 
stone  make  arches, 

S^iator  Morgan.  The  water  itself  is  incompressible? 

Mr.  Wallace.  And  the  water  itself  is  incompressible,  of  course. 
Near  the  surface  where  you  have  any  vegetable  deposits  you  will 
have  settlement,  and  you  will  have  compression.  But  those  are  not 
the  strata  through  which  the  water  flows,  but  those  are  the  ones  that 
will  compress,  and  the  result  will  be  a  tendency  for  that  dam  to 
crrfck  on  lines  perpendicular  with  the  edges  of  these  gorges. 

Senator  Morgan.  To  have  fissures? 

Mr.  Wallace.  Yes,  sir;  and  those  fissures  will  have  a  tendency  to 
Jet  the  water  through  them,  and  will  have  a  tendency  toward  weaken- 
ing the  structure. 

Senator  Morgan.  If  a  fissure  should  form  in  this  dam,  perpendicu- 
lar, I  will  say,  to  either  of  these  gorges,  or  between  their  borders,  be- 
tween their  walls,  would  not  such  a  fissure  as  that  endanger  the 
sweeping  out  of  the  entire  structure  from  end  to  end  when  the  water 
was  at  a  height  of  80  or  85  feet? 

Mr.  Wallace.  It  would  have  a  tendency  to  make  a  break  in  the 
dam  where  these  fissures  occur. 

Senator  Morgan.  When  a  fissure  occurs  under  a  head  of  80  or  85 
feet  of  water 

Mr.  Wallace.  It  is  generally  disastrous. 

Senator  Morgan.  Disastrous? 

Mr.  Wallace.  Yes. 

Senator  Morgan.  Can  it  be  otherwise? 

Mr.  Wallace.  Of  course  I  would  not  like  to  say  that  that  thing 
would  actually  occur  at  that  point. 

Senator  Morgan.  No  ;  we  do  not  any  of  us  attempt  to  say  what  will 
occur  in  the  future. 

Mr.  Wallace  .  But  I  would  not  take  the  chances  on  it. 

'Senator  Morgan.  That,  then,  is  one  of  your  material  objections  to 
the  construction  of  this  dam,  if  I  imderstand  you? 

Mr.  Wallace.  Yes. 

Senator  Taliaferro.  You  favor  the  sea-level  canal,  I  see  by  your 
article? 

Mr.  Wallace.  Yes,  sir. 
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Senator  Taliaferbo.  Do  you  favor  the  plan  as  laid  down  by  the 
Board  of  Consulting  Engineers? 

Mr.  Wallace.  Well,  in  general — that  is,  as  far  as  the  main  canal 
is  concerned,  its  alignment,  and  its  general  size,  etc  The  only  two 
points  in  their  report  that  I  would  oe  disposed  to  question — ^not  to 
criticise,  but  to  question  until  I  could  give  it  more  deliberate  consid- 
eration than  I  have  been  able  to  with  the  other  duties  that  I  have  had 
to  perform — ^has  been  whether  or  not  it  would  be  advisable  to  go 
through  between  Ancon  and  Sosa  on  the  Panama  side  and  construct 
that  new  channel  or  simply  to  enlarge  the  present  canal  channel  up 
La  Boca  way. 

Also,  I  am  not  thoroughly  satisfied  from  the  examination  I  have 
made  of  it  as  to  whether  these  longitudinal  breakwaters  are  better 
than  it  would  be  to  put  this  breakwater  across  here,  according  to  the 
old  plan.  I  have  my  doubts  about  that.  But  that  is  a  detail,  com- 
pared to  some  of  these  other  questions,  of  course. 

Senator  Kittredge.  Is  the  change  of  the  channel  at  the  La  Boca 
end  a  matter  of  detail  as  compared  with  the  other  matters? 

Mr.  Wallace.  Yes,  sir;  the  present  channel  is  around  this  way 
[indicating  on  map].  Of  course  this  makes  a  straighter  shoot  out  to 
sea,  and  so  is  a  little  better,  that  is  true:  but  there  is  a  great  deal  of 
rock  through  here  [indicating]  j  and  evidently  one  idea  of  their  com- 
ing down  here  was  to  get  the  tidal  lock  in  here  [indicating],  instead 
of  up  here  at  Miraflores  where  it  was  oriffinally  planned. 

The  Chairman.  What  do  you  think  of  the  width  of  the  sea-level 
canal  for  business  for  the  future  ? 

]Mt.  Wallace.  It  is  so  much  larger  than  anything  that  exists, 
than  the  Suez  or  any  other  maritime  canal  of  the  world  to-day,  that 
it  seems  to  me  that  it  would  be  ample  for  the  start.  Up  to  San  "Pablo, 
and  possibly  to  Obispo^  it  would  cost  comparatively  little  to  give  you 
an  extra  100  feet  in  width,  if  you  ever  wanted  it,  in  these  earth  sec- 
tions. 

Senator  Taliaeerro.  How  about  the  Pacific  side  as  to  extra  width? 

Mr.  Wallace.  Up  to  San  Pablo  I  would  say,  in  round  numbers, 
that  you  could  get  an  additional  100  feet  in  width  for  not  to  exceed 
$10,000,000,  if  you  wanted  it.    That  is  on  the  sea-level  proposition. 

The  Chairman.  From  that  to  the  Caribbean  Sea  ? 

Mr.  Wallace.  Yes,  sir.  And  it  would  be  possible  to  widen  the 
section  with  moderate  expense  from  there  up  to  Obispo.  But  this 
section,  of  course,  from  Obispo  through  to  Pedro  Miguel,  would  be 
common  to  all  your  various  plans,  no  matter  what  their  height,  on 
account  of  the  heights  of  the  ridges.  From  Miraflores  down  to  the 
sea,  two  or  three  million  dollars  ought  to  give  you  your  additional 
100  feet.  There  are  some  lumps  of  basalt  that  come  up  in  here  [indi- 
cating on  map]  where  you  might  have  to  make  some  rock  excavation 
under  water,  but  I  do  not  think  they  are  material.  So  that  you  would 
have  very  little  difficulty  in  getting  any  width  that  you  wanted  up  to 
Miraflores. 

Senator  Taliaferro.  From  Panama  Bay  to  Miraflores,  what  do 
you  estimate  that  it  would  cost  for  a  width  of  500  feet? 

Mr.  Wallace.  I  could  not  tell  you  unless  I  went  into  the  figures 
and  examined  them  carefully.  It  would  not  be  prohibitive  at  all. 
It  would  be  very  moderate. 
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Senator  Taliaferro.  With  a  500-foot  canal  from  the  Pacific  to 
Miraflores,  would  it  be  necessary  to  use  the  tidal  lock? 

Mr.  Wallace.  No,  sir. 

Senator  Morgan.  You  say  it  would  not? 

Mr.  Wallace.  No,  sir.  The  channel  now  is  very  narrow  up  here 
to  La  Boca.  This  channel  you  see  here  [indicating  on  map],  al- 
though it  is  out  in  the  bay,  is  practically  in  the  canal,  and  there  is  no 
trouble  at  all  in  navigating  this  at  all  stages  of  the  tide  up  to  here 
[indicating]. 

Senator  Morgan.  I  want  to  ask  about  that  for  just  a  moment.  If 
I  understand  you  correctly,  now,  a  sea-level  canal  500  feet  wide  and 
40  feet  deep  of  prism  would  dispense  entirely  with  the  necessity  for 
a  sea-gate,  if  that  was  extended,  you  say,  to  Miraflores? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  There  would  be  no  occasion  for  a  sea-gate  at  all  ? 

Mr.  Wallace.  No,  sir;  there  would  be  no  occasion  for  a  sea-gate 
between  that  point  and  Miraflores.  Of  course,  if  you  have  a  narrow 
channel  through  Culebra,  the  probabilities  are  that  you  would  have 
to  have  a  sea-gate  in  there  at  some  place;  but  no  engineer,  Senator, 
has  ever  yet  b^n  able  to  make  any  calculation  to  determine  what  the 
velocity  of  the  currents  would  be  due  to  an  open  canal  without  any 
tidal  locks.  They  can  not  answer  that  question.  I  can  not,  I  will 
admit  it. 

Senator  Morgan.  That  depends  upon  fluctuations  of  the  winds 
and  all  that  on  the  ocean? 

Mr.  Wallace.  The  uncertain  element  is  this:  It  depends  on  the 
relative  size  of  the  different  sections  of  the  canal  in  regard  to  each 
other.  As  a  rule,  what  creates  a  hi^h  tide  is  a  funnel-shaped  entrance 
of  a  bay.  That  is,  the  ordinary  tides  come  into  it,  and  then  being 
confined,  pressing  up,  and  rising,  and  making  a  curve  of  that  nature 
[illustrating],  of  course,  over  a  very  long  distance.  That  is  what 
makes  the  extraordinary  tides  in  the  Bay  of  Fundy.    And  it  is  the 

gmeral  shape  of  Panama  Bay  that  creates  the  high  tides  there  at 
anama.  The  effect  of  tide  on  the  canal  would  depend  a  good  deal 
on  the  sequence  of  the  shapes  of  your  channel,  ^d  if  you  had  a 
long  channel  of  absolutely  uniform  width  the  effect  of  that  tide 
would  be  very  soon  dissipated  on  account  of  the  friction  of  the  water 
on  the  sides  of  the  canal. 

Senator  Taliaferro.  So  that  if  you  had  a  sea-level  canal  of  400 
or  500  feet  width  from  ocean  to  ocean  there  would  be  no  necessity 

Mr.  Wallace.  There  would  be  no  necessity  for  any  tidal  locks  at 
all. 

Senator  Morgan.  It  would  take  an  ocean  of  money  to  build  it, 
though. 

Mr.  Wallace.  If  you  had  a  canal  of  any  width  so  that  two  ships 
could  freely  pass  each  other — I  mean  under  a  speed  of  4  or  5  miles 
an  hour — ^you  would  not  have  anv  necessity  for  any  tidal  locks. 

The  Chairman.  Do  vou  think  large  ships,  the  largest  ships  that 
are  being  built  now  and  that  are  already  built,  could  pass  at  a  speed 
of  4  or  5  miles  an  hour  in  a  waterway  150  feet  wide? 

Mr.  Wallace.  Not  both  of  them.  The  ordinary  practice  would  be 
to  tie  one  of  them  up. 

The  Chairman.  One  of  them  would  be  tied  up  ? 
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Mr.  Wallace.  That  would  be  the  ordinary  practice,  to  tie  one  up 
to  a  bank  and  let  the  other  pass  it. 

The  Chairman.  With  the  changes  which  you  suggested  in  the  plan 
a  few  minutes  ago,  having  the  canal  widened  from  this  end  down  to 
the  sea,  and  from  the  other  end  also,  what  would  be  the  length  of  the 
narrower  part? 

Mr.  Wallace.  That  would  be  8  or  10  miles. 

The  Chairman.  About  10  miles? 

Mr.  Wallace.  Yes,  sir. 

The  Chairman.  It  would  be  150  feet  wide  there? 
I     Mr.  Wallace.  No,  sir;  that  would  be  built  200  feet  wide.     They 
propose  to  make  that  200  feet  wide  at  the  summit  level,  as  I  under- 
stand it. 

The  Chairman.  I  thought  it  was  150  feet. 

Mr.  Wallace.  I  may  b^  mistaken. 

Senator  Morgan.  It  is  200  feet. 

Mr.  Wallace.  Wliere  they  propose  to  make  their  canal  160  feet 
wide,  I  understand,  is  where  they  are  in  the  mud,  and  where  they 
have  to  have  a  flat  slope,  say,  a  slope  of  two  to  one,  which  means  this: 
That  a  bank  of  the  canal,  if  it  is  40  feet  deep,  would  be  80  feet  out 
from  the  perpendicular  on  one  side  and  80  feet  on  the  other,  so  that 
your  canal  between  bank  and  bank  would  be  310  feet  wide  at  the 
surface  of  the  water.  So  that  only  vessels  of  the  deepest  draft  would 
have  to  confine  themselves  to  the  center  150  feet  of  width. 

Senator  Morgan.  There  are  no  vessels  that  draw  40  feet  of  water? 

Mr.  Wallace.  I  do  not  think  there  are  any  that  draw  that  now. 
I  think  30  feet  to  33  feet  are  about  the  heaviest  drafts. 

The  Chairman.  It  is  reported  that  they  are  building  a  couple  of 
vessels  that  will  draw  38  feet,  I  believe. 

Mr.  Wallace.  It  would  be  a  rare  thing  that  you  would  ever  have 
two  of  these  great  ships  that  would  happen  to  pass  in  this  narrow 
place — perhaps  once  in  a  year.  If  you  have  a  large  vessel  and  a  small 
one  passing  each  other  you  have  ample  width,  because  the  small  vessel 
could  pass  the  large  one  entirely  outside  of  this  150-foot  channel  and 
still  have  plenty  of  water — your  vessel  of  25-foot  draft,  say. 

Senator  Taliaferro.  Will  you  step  over  there  to  the  map  and  illus- 
trate from  what  point  on  the  Pacific  side  you  would  suggest  a  greater 
width  to  the  canal— up  to  what  point  from  the  bay  and  up  to  what 
point  on  the  Pacific  siae? 

Mr.  Wallace.  As  I  have  just  been  explaining,  the  majority  of  the 
Commission  practically  give  that  greater  width  now  by  the  flatness  of 
their  slopes ;  but  from  the  entrance  of  the  canal  on  the  Panama  side 
to  Miraflores  you  could  get  almost  any  ordinary  width  that  you 
wanted — four  or  five  hundred  feet — at  moderate  expense. 

Senator  Talla^ferro.  Would  vou  say  $10,000,000  would  do  it? 

Mr  Wallace  1  should  say  |lO,000,000  would  do  it  on  the  Pacific 
side. 

Senator  Taliaferro.  Now,  go  to  the  Atlantic  side. 

Mr.  Wallace.  On  the  Atlantic  side  it  would  take  about  $10,000,000 
for  each  additional  100  feet  in  width  up  to,  say,  about  San  Pablo. 
That  is  just  simply  my  general  judgment  on  what  I  know  of  the  gen- 
eral locality  ana  the  average  depths,  etc. 

Senator  Taliaferro.  You  spoke  in  your  pamphlet  here  of  the  canal 
costing  $300,000,000.     Taking  the  canal  recommended  by  the  Board 
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of  Consulting  Engineers,  would  you  say  that  that  could  be  widened  to 
500  feet  from  either  ocean  up  to  these  points  that  you  have  designated 
at  a  total  cost  not  to  exceed  |300,000,000il 

Mr.  Wallace.  1  would  say  that  it  could,  eliminating  the  $50,000,000 
which  was  paid  for  the  canal  itself  and  for  the  concession  down  there. 

Senator  Taliaferro.  That  is  all  eliminated  in  the  report  of  the  Board, 
is  it  not? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  Your  estimate  was  $300,000,000  for  the  entire 
canal? 

Mr.  Wallace.  Just  before  you  came  in  I  undertook  to  make  a  sug- 
gestion showing  that  I  thought  we  could  afford  to  spend  that  mucn 
money  for  a  canal  that  was  satisfactory. 

Senator  Morgan.  A  sea-level  canal  is  what  you  meant? 

Mr.  Wallack.  Yes,  sir. 

Senator  Morgan.  And  cutting  it  through  the  Culebra  Heights,  of 
course? 

Mr.  Wallace.  Yes,  sir. 

Senator  Taliaferro.  You  meant  to  undertake  to  show  that  such  a 
canal,  built  at  a  cost  of  $300,000,000,  would  be  a  profitable  investment? 

Mr.  Wallace.  Yes,  sir;  that  is,  eventually.  It  would  not  be  right 
off,  but  in  a  broad  wa}'  it  would  be.  If  the  competition  which  the 
Panama  Canal  would  bring  on  the  Suez  would  cause  a  reduction  of  $1 
a  ton  on  the  freight — not  on  the  tonnage  measurement,  the  way  thev 
compute  their  tonnage,  but  on  the  actual  goods  themselves — through 
the  Suez  Canal,  why,  on  their  present  tonnage  there,  it  would  yield 
over  $10,000,000  a  year,  which  would  be  saved  to  the  commerce  of 
the  world.  It  would  not  come  to  the  United  States  in  tolls,  but  would 
be  saved  to  the  world's  commerce  immediately. 

Senator  Morgan.  It  does  not  occur  to  me  that  we  are  out  for  the 
purpose  of  making  money  for  the  world.  When  we  get  to  digging 
canals  in  Mars,  that  may  be.     [Laughter.] 

Mr.  Wallace.  I  thought  we  were.  Senator.  I  thought  our  position 
before  the  civilized  world  was  that  we  were  digging  this  canal  for  the 
benefit  of  the  world. 

Senator  Morgan.  Now,  let  me  ask  you  two  or  three  questions.  In 
building  a  sea-level  canal,  you  would  necessarily  retain  the  dam  at 
Gamboa? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  As  a  regulating  work? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  And  that  would  back  up  a  great  volume  of  water 
into  lakes,  according  to  the  incoming  of  the  waters  from  the  affluents? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  Would  that  dam  at  Gamboa  supply  a  sufficiency 
of  water  for  all  commercial  purposes  for  a  lock  canal  between,  say, 
Gamboa  or  Obispo  and  Miraflores  or  Pedro  Miguel? 

Mr.  Wallace.  The  dam  at  Gamboa  would  be  practicable  and  usable 
for  a  lock  canal  of  any  height  or  level  that  you  might  want  to  have 
there,  up  to  90  feet,  60  feet,  or  any  other  height. 

Senator  Morgan.  Practicallv  usable,  you  sa}^  ? 

Mr.  Wallace.  Yes;  it  would  also  furnish  you  your  water  for  the 
entire  Zone,  and  it  would  furnish  electric  power  to  run  the  Panama 
Bailroad  and  light  the  entire  Isthmus  from  one  side  to  the  other.  | 
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Senator  Morgan.  Then  it  would  be  quite  sufficient  for  the  eight  or 
ten  miles  across  the  Culebra  Cut  if  a  lock  canal  should  be  constructed 
between  Obispo  and  Miraflores? 

Mr.  Wallace.  It  would  be  abundantly  sufficient;  ves,  sir. 

Senator  Dryden.  Mr.  Wallace,  you  have  spoken  of  a  plan  for  a  sea- 
level  canal  which  is  not  recommended  by  the  majority.  If  you  were 
confined  to  the  recommendation  of  the  majority  or  the  minority,  which 
one  of  those  plans  would  you  recommend? 

Mr.  Wallace.  Why,  the  majority  report,  decidedly.  I  do  not 
recommend  a  plan  differing  from  the  majority  report.  I  simply  said. 
Senator,  that  there  were  one  or  two  points  that  I  question.  I  was  asked 
to  criticise  that,  and  I  said  that  there  are  one  or  two  points  that  were 
suggested  by  the  majority  report  that  I  was  not  sure  m  my  own  mind 
whether  those  particular  details  were  the  best  or  not;  but  as  far  as 
the  plan  is  concerned  1  would  like  to  go  on  record  as  indorsing  their 
general  plan. 

Senator  Dryden.  The  plan  of  the  majority  ? 

Mr.  Wallace.  Yes,  sir. 

Senator  Dryden.  Do  you  think  that  a  sea-level  canal  as  narrow  as 
recommended  by  the  majority  is  a  safe  canal  for  all  big  vessels  to  navi- 
gate? 

Mr.  Wallace.  Yes;  I  do. 

Senator  Dryden.  Supposing  an  accident  occurs  to  a  big  vessel,  and 
it  blocks  the  canal,  and  other  vessels  are  in  the  canal  coming  both 
ways,  what  is  going  to  happen  if  those  vessels  happen  to  get  in  there 
ana  find  that  canal  clocked  up  in  a  way  that  may  prevent  traffic  per- 
haps for  weeks? 

Mr.  Wallace.  I  do  not  grant  that  it  would  delay  traffic  for  weeks, 
because  it  would  only  be  a  matter  of  a  few  days,  possibly.  Of  course 
it  depends  on  how  efficient  they  are  in  getting  it  out.  But  it  is  just 
like  it  is  on  a  railroad:  We  wreck  a  train  in  a  tunnel  or  we  wreck  a 
train  in  a  deep  cut,  and  the  first  thing  we  do  is  to  clear  it  out  and 
restore  traffic.  We  use  dynamite  or  fire  or  anything  that  is  necessary 
to  remove  the  obstruction. 

Senator  Dryden.  Is  it  so  improbable  that  a  vessel  might  meet  with 
such  an  accident  in  there  that  it  would  become  impossible  to  take  it 
out  without  great  expense  of  time  and  money? 

Mr.  Wallace,  I  can  not  imagine  anything  that  would  happen  to  a 
vessel  sinking  in  the  canal  prism — I  mean  in  the  channel  itself — 
whether  it  is  a  lock  canal  or  a  sea-level  canal,  with  the  appliances  with 
which  a  great  work  of  that  kind  should  be  provided,  and  the  men 
skilled  to  use  them,  that  could  prevent  the  removal  of  a  wreck  in  a 
very  short  time. 

Senator  Dryden.  There  is  a  margin  of  but  2  feet  in  depth  in 
this  proposed  canal  for  the  biggest  vessels  now  in  course  of  construc- 
tion. In  the  case  of  a  vessel  steaming  through  under  its  own  head  of 
steam,  might  it  not  strike  bottom  with  a  margin  so  small  as  that? 
W^ill  there  not  be  danger  of  that? 

Mr.  Wallace.  It  depends  on  the  velocity  with  which  it  is  moving. 

Senator  Dryden.  But  it  would  not  have  to  move  at  a  very  great 
velocity,  would  it,  if  it  was  extremely  heavily  loaded? 

Mr.  Wallace.  Well,  that  statement  would  apply  to  either  a  lock 
or  a  sea-level  canal. 
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Senator  Dryden.  I  think  that  is  true;  therefore  I  wanted  your  opin- 
ion on  that  as  applicable  to  both  plans. 

Mr.  Wallace.  I  should  think  for  a  vessel  with  a  draft  of  30  feet 
that  3'ou  would  want  more  than  2  feet  clearance.  But  there  is  this  to 
be  considered:  I  do  not  know  of  any  harbor  in  the  world  to-day  that 
will  let  a  38-foot  draft  steamship  into  it. 

Senator  Morgan.  What  depth? 

Mr.  Wallace.  Thirty-eight  feet 

Senator  Dryden.  Could  not  such  a  vessel  get  into  New  York  Harbor  ? 

Mr.  Wallace.  No,  sir. 

Senator  Dryden.  How  are  these  big  Cunarders  going  to  get  in? 

Mr.  Wallace.  They  do  not  come  in  drawing  that  much  water.  A 
vessel  may  have  a  possible  draft  of  38  or  40  feet,  but  that  does  not 
mean  that  it  will  be  loaded  to  that  draft.  It  may  not  be  loaded  to  that 
draft  once  in  the  lifetime  of  the  ship. 

Senator  Dryden.  Of  course;  that  I  can  understand  perfectly  well. 

Mr.  Wallace.  Take  the  situation  at  New  Orleans.  When  I  was 
with  the  Central  we  had  a  very  heavy  export  business,  and  we  were 
loading  sometimes  three,  six,  eight,  ten,  or  twelve  ocean  steamers  per 
day  at  our  docks — the  Stuyvesant  docks  there.  We  had  vessels  there 
that  had  a  draft  of  30  and  32  feet  of  water— 15,U00  to  18,000  ton  ships; 
but  they  loaded  for  the  bar  at  the  jetties,  over  which  there  was  26  feet 
of  water. 

Senator  Dryden,  At  no  point  in  the  sea-level  canal,  I  take  it,  would 
a  vessel  be  able  to  proceed  except  at  a  very  moderate  rate,  even  where 
the  canal  is  200  feet  wide? 

Mr.  Wallace,  Take  the  case  of  the  Suez  Canal  to-day;  their  depth 
is  very  moderate— I  do  not  remember  what  it  is,  but  it  is  less  than  30 
feet-^and  their  widths  are  much  less  than  at  Panama,  and  yet  the 
commerce  of  the  world  goes  throi^gh  there. 

Senator  Dryden.  When  you  were  speaking  of  the  Gatun  dam,  Mr. 
Wallace,  you  started  to  say  something  about  the  locks — that  you  did 
not  like  the  locks — out  you  were  interrupted  by  another  question,  and 
diverted. 

Mr.  Wallace.  What  I  meant  was  this:  I  mav  be  mistaken,  but  in 
my  own  examinations  of  those  borings — there  have  only  four  or  five 
borings  been  taken  throughout  the  entire  length  of  the  site  on  which 
it  is  proposed  to  build  those  locks,  and  those  locks  with  their  approaches 
and  wing  walls  extend  upward  of  a  mile  in  length;  and  my  criticism 
on  the  lock  plan  was  this:  First,  the  continuity  of  the  locks  in  flight, 
being  so  close  together,  so  that  if  you  had  an  accident  in  one  it  might 
affect  the  other;  and  second  was  the  view  that  it  is  very  difficult  any- 
where in  clay,  in  any  country,  for  a  great  distance,  to  secure  a  found[a- 
tion  that  is  absolutely  of  a  uniform  and  homogeneous  nature;  and 
with  the  ^reat  weight  that  these  locks  will  have  it  will  be  a  ver\^  seri- 
ous question,  in  my  mind,  whether  or  not,  unless  you  had  a  perfectly 
homogeneous  and  uniform  foundation  under  theml  \^ou  woula  not  run 
the  danger  of  having  your  heavy,  immense,  massive  masonry  crack, 
due  to  unequal  settlements.  And  it  would  seem  the  part  of  prudence, 
before  a  lock  plan  of  that  magnitude  and  importance  is  undertaken, 
that  the  most  thorough  borings  should  be  maae  over  that  entire  area, 
and  at  least  as  close  together  as  100  to  200  feet  apart,  both  laterally 
and  longitudinally. 
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Senator  Dryden.  These  borines  have  not  yet  been  made,  then  ? 

Mr.  Wallace.  I  understand  that  they  have  not.  While  the  general 
surface  of  the  ground  may  look  the  same,  in  that  country  5^ou  can  not 
tell  what  you  have  got  until  you  get  down  into  it.  And*  in  case  there 
should  be  softer  material  toward  the  edges  of  this  hill,  in  which  they 
intend  to  put  this  lock,  under  the  surface,  and  that  material  should 
not  be  as  dense  as  it  was  under  the  center  of  it,  which  is  a  very 
possible  situation,  something  that  you  naturally  find  almost  anywhere 
under  similar  conditions,  you  are  liable  to  have  more  settlement  on 
the  ends  than  you  would  in  the  centers  of  your  structure,  and  these 
locks,  as  I  understand  it,  are  to  be  in  series,  in  flight — that  is,  practi- 
cally connected  together. 

Senator  Dryden.  Leaving  out  this  danger  which  you  have  just  now 
spoken  of,  do  you  think  that  there  is  any  other  danger,  as  to  these  big 
vessels  crushing  these  locks? 

Mr.  Wallace.  No  ship  ever  moved  in  the  world  but  what  there 
was  a  liability  of  its  runnmg  into  something,  if  there  was  anything  for 
it  to  run  into,  and  if  its  movement  was  controlled  by  the  human  mind. 
That  applies  to  a  ship,  it  applies  to  a  raib-oad  train,  and  it  applies  to 
everything  that  moves,  the  movement  of  which  is  directed  by  the  per- 
sonal element;  and  if  you  run  into  them  you  are  liable  of  course  to 
crash  from  one  lock  down  into  the  other.  As  long  as  a  vessel  or  car 
or  anything  moves  by  machinery^  and  that  machinery  is  controlled  bjr 
the  human  mind,  you  are  liable  to  have  errors  and  you  are  liable  to 
have  accidents  happen. 

Senator  Dryden.  Can  you  testify  as  to  the  usable  length  of  these 
locks?  There  has  been  some  little  difference,  it  has  seemed  to  some  of 
the  committee,  as  to  their  usable  length. 

Mr.  Wallace.  There  seems  to  be  some  difference.  In  reading  the 
testimony  I  notice  that  there  is  evidently  a  difference  as  to  an  appre- 
ciation of  the  facts  in  the  plans.  I  have  not  been  able  to  get  at  the 
exact  drawings,  to  be  able  to  speak  intelligently  on  that  point,  but  that 
is  a  matter  that  it  seems  that  the  Commission  ought  to  be  able  to  show 
definitely  bv  their  actual  detailed  plans,  what  the  usable  length  of  those 
locks  would  be.  That  they  should  be  a  thousand  feet  long  and  100  feet 
wide,  I  do  not  believe  would  be  questioned.  I  think  that  should  be 
their  minimum  dimensions. 

Senator  Ankeny.  Mr.  Wallace,  I  would  like  to  ask  you  what  effect 
these  large  vessels  in  the  sea-level  canal  would  have  UDon  those  low 
banks  that  you  speak  of;  what  the  effect  of  the  "  wash^  would  be,  as 
we  call  it.  Would  it  not  wash  material  into  the  prism  of  your  chan- 
nel again  ? 

Mr.  Wallace.  No;  not  the  way  they  propose  to  build  them.  They 
have  very  flat  submerged  slopes. 

Senator  Ankeny.  You  know  there  is  a  danger  of  that  thing,  do 
you  not? 

Mr.  Wallace.  Yes,  I  know  there  is;  but  these  vessels  move  at  a 
very  slow  speed,  and  not  like  our  Mississippi  River  steamboats  on 
high  water  against  the  levee. 

Senator  Ankexy.  I  had  that  in  mind. 

Mr.  Wallace.  I  supposed  that  you  had.  The  speed  at  which  the 
vessel  would  move  through  the  canal  would  not  be  enough  to  give  rise 
to  that  danger. 

Senator  Ankeny.  That  would  not  be  one  of  the  dangers? 
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Mr.  Wallace.  No,  sir;  that  is,  of  course,  something  that  is  com- 
moD  to  all  forms  of  canals. 

Senator  Ankeny.  1  understand  in  comparison  it  is,  but  it  would  not 
forbid  operating  the  sea-level  canal  ? 

Mr.  Wallace.  No;  not  at  all.  What  would  happen  there  would  be 
this:  In  these  low  sections  this  slope  is  very  flat,  so  that  the  wash  might 
change  that  slope  a  little,  so  that  it  might  be  one  of  the  elements 
that  might  go  to  make  up  your  cost  of  maintenance  in  a  long  series  of 
years. 

Senator  Ankeny.  In  the  way  of  continual  dredging? 

Mr.  Wallace.  In  the  way  of  dredging,  yes;  but  it  would  be  very 
slight. 

Senator  Ankexy.  What  would  you  do  with  the  material  that  you 
dredged? 

Mr.  Wallace.  Carry  it  out  to  sea  and  dump  it.  Of  course  you 
will  have  to  have  with  any  type  of  canal,  whether  a  lock  or  a  sea-level 
canal,  a  certain  number  of  dredges  in  case  bars  are  formed  at  the 
mouths  of  streams  that  enter  the  canal,  where  thev  are  not  properly 
diverted,  or  to  take  care  of  points  which  may  shoal  up,  due  to  various 
causes. 

Senator  Ankeny.  It  is  not  a  serious  matter? 

Mr.  Wallace.  No,  sir. 

Senator  Ankeny.  It  is  definable,  to  use  an  earlier  expression  of 
yours? 

Mr.  Wallace.  Yes,  sir. 

Senator  Taliaferro.  And  it  is  common  to  both  types? 

Mr.  Wallace.  Yes,  sir;  it  is  common  to  both  types.  Right  on  that 
point,  I  have  seen  estimates  here  based  on  the  number  of  cubic  yards 
that  are  excavated. 

Senator  Ankeny.  Yes. 

Mr.  Wallace.  Showing  that  it  would  cost  a  great  deal  more  to 
maintain  a  sea-level  canal  than  a  lock  canal,  because  a  greater  number 
of  yards  had  been  excavated  to  make  the  sea-level  canal.  The  amount 
of  wash  into  a  canal  does  not  depend  upon  the  material  that  has 
been  dug  out  of  it  to  make  it.  It  seems  to  me  that  should  be  very 
plain  to  anyone.  What  it  does  depend  upon  is  the  nature  and  extent 
of  the  washable  surface  and  the  amount  of  minfall  that  you  have. 
Whether  you  have  taken  out  a  hundred  thousand  or  a  hundred  million 
yards  of  stuff  to  make  the  canal  has  nothing  to  do  with  the  amount  of 
Hirt  that  is  going  to  wash  back  into  the  canal.  The  surface  that  the 
water  flows  over,  its  character  and  extent,  and  the  amount  of  rainfall 
are  the  factors  that  make  up  the  amount  that  is  going  back  into  the 
canal. 

Senator  Taliaferro.  And  its  susceptibilit}'^  to  wash  ? 

Mr.  Wallace.  Ye.s;  I  say,  its  character. 

Senator  Ankeny.  In  connection  with  this  sea-level  canal  there  have 
been  many  objections,  which  you  see  by  the  reports,  to  its  width,  and 
reference  has  been  made  to  the  diflSculty  of  two  ships  passing.  Sup- 
pose that  the  old  proposition  or  plan  was  in  operation,  could  not  this 
widening  go  on  without  interruption  of  the  trafiic.  In  other  words, 
could  we  carry  on  our  traffic  on  a  limited  scale,  we  will  say,  for  argu- 
ment's sake,  and  go  on  with  the  additional  work  of  widening  without 
interruption  of  that  traffic  to  any  great  extent? 
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Mr.  Wallace.  Your  canal  could  be  widened  or  deepened,  or  any- 
thing that  3'ou  please,  without  necessarily  making  an}^  disturbance  of 
your  traflSc. 

Senator  Ankeny.  If  we  find  it  inadequate? 

Mr.  Wallace.  Yes,  sir. 

Senator  Ankeny.  We  anticipate  a  great  traffic  there,  which  we 
have  a  right  to  do,  1  think,  from  all  the  circumstances;  but  if,  in  the 
wisdom  of  Congress  or  of  the  Commission,  it  should  be  widened  later, 
it  could  be  done  without  interruption  of  the  traffic  that  we  have;  am 
I  right? 

Mr.  Wallace.  You  are  right;  yes,  sir. 

Senator  Ankeny.  If  the  sea-level  canal  was  adopted,  where  would 
you  put  the  power  plant  that  you  propose  to  use  for  lighting  and 
power? 

Mr.  Wallace.  I  would  put  it  at  Gamboa.  That  is  very  near  to  the 
center  of  the  Isthmus,  and  is  what  3'ou  might  call  the  center  of  gravity 
of  the  work. 

Senator  Ankeny.  That  would  necessarily  be  this  dam  proposition 
again,  would  it  not  i 

Mr.  Wallace.  Yes,  sir. 

Senator  Ankeny.  Now,  let  us  leave  that  and  come  to  another  point. 
I  think  by  pictures,  3'ou  see,  and  you  must  pardon  me  if  I  digress  a 
little.  Under  which  proposition  the  majority  or  the  minority,  or  the 
sea  level  or  the  lock  canal,  which  ever  way  you  wish  to  distinguish 
them,  is  there  the  greater  danger  from  enemies?  Which  type  has  the 
lesser  risk,  in  other  words? 

Mr.  Wallace.  It  seems  to  me  that  there  ig  no  question  but  that  the 
sea-level  canal  is  the  safer. 

Senator  Ankeny.  The  sea-level  canal  is  safer  than  the  other? 

Mr.  Wallace.  Much  safer  than  the  other  against  anything  that 
might  happen  to  it,  either  by  act  of  God  or  act  of  man,  in  time  of 
peace  or  war. 

Senator  Ankeny.  A  sea-level  canal  would  be  the  better  plan,  for 
that? 

Mr.  Wallace.  Yes,  sir. 

Senator  Ankeny.  Now  again  I  will  digress  a  little.  What  is  vour 
estimate  of  the  submerged  lands,  under  the  lock  proposition?  Have 
you  made  any  ? 

Mr.  Wallace.  Well,  that  is  a  very  difficult  matter  to  make  an  esti- 
mate about. 

Senator  Ankeny.  1  know  it  is  difficult,  but  it  has  to  be  fixed. 

Mr.  Wallace.  While  the  franchise  or  the  law  says  that  that  valua- 
tion shall  be  the  same  as  it  was  before  we  took  possession,  those  things 
do  not  work  out  that  way  in  practice. 

Senator  Ankeny.  Not  in  their  courts. 

Mr.  Wallace.  Not  in  their  courts  nor  in  our  courts  down  there. 
We  wanted  to  get  some  land  right  up  alongside  of  A  neon  here  that 
belonged  to  a  man  named  Diaz.  General  Davis  can  tell  you  the  details 
about  it.  I  do  not  remember  them  all.  That  property'  I  do  not 
believe  cost  that  old  gentleman  over  $5,000.  When  we  went  down 
there  it  was  not  worth  over  $5,000.  He  could  not  have  sold  it  to  a 
Panamanian  for  over  that. 

We  had  a  commission  come  down  there  from  the  States,  under  the 
law;  they  formed  part  of  it  and  we  formed  part  of  it.     We  had  two 
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men  coming  down  from  the  States,  joined  with  the  Panamanians.  1 
do  not  remember  certainly,  but  my  recollection  is  that  the  valuation 
on  that  property  was  about  $50,000 — about  ten  times  what  it  was 
supposed  to  be  worth.  We  tried  for  months— General  Davis  did — to 
buy  some  property  at  Corozal  that  belonged  to  the  Shubers,  that  had 
been  in  litigation  with  the  old  French  canal  company,  and  they 
wanted  a  thousand  dollars  an  acre  for  this  land  that  was  what  we  call 
manglares  or  swamps  [indicating  on  map],  lands  that  we  did  not  think 
were  worth  over  $5  an  acre. 

Senator  Ankeny.  We  had  a  specimen  of  that  in  your  hospital  matter 
there,  ifyou  remember  it. 

Mr.  Wallace.  Yes,  sir. 

Senator  Dryden.  They  are  becoming  Americanized,  I  see.  [Laugh- 
ter.] 

Mr.  Wallace.  They  are,  very,  very  rapidlv.     [Laughter.] 

The  result  was  that  at  Corozal  I  was  not  able  to  utilize  ground  that 
was  very  suitable  for  buildings.  There  were  buildings  on  it  that  the 
French  had  there,  and  we  went  in  and  arbitrarily  fixed  them  up  and 
put  our  men  in  them.  It  was  maintaining  a  status  quo.  We  dia  not 
put  any^  new  buildings  on  that  property. 

In  this  territory  down  here  there  are  banana  plantations  [indicating 
on  map]. 

Senator  Ankeny.  And  they  will  be  submerged?' 

Mr.  Wallace.  Yes,  sir. 

Senator  Ankeny.  Under  the  lock  system  ? 

Mr.  Wallace.  Yes,  sir.  And  these  towns  existing  along  the  Panama 
Sailroad  [indicating  on  map]. 

Senator  Ankeny.  Approximately,  what  damage  will  this  Govern- 
ment have  to  pay  if  we  take  those  people's  lands?  That  is  a  hypo- 
thetical question,  but  we  want  to  know  tnat. 

Mr.  \v  ALLACE.  From  my  knowledge  of  the  people  down  there  and 
the  way  they  work — 1  mean  the  way  they  work  us  [laughter] 

Senator  Ankeny.  That  is  the  difflcult3^ 

The  Chairman.  They  do  work  us,  too.     [Laughter.] 

Mr.  Wallace.  They  do.  On  the  whole  situation,  I  should  judge 
it  would  cost  $25,000,000  to  pay  for  the  land  which  will  be  submerged 
by  that  86-foot  dam  project  on  the  lock  plan. 

Senator  Ankeny.  I  understand  that  you  would  recommend  that  this 
be  done  under  the  contract  system? 

Mr.  Wallace.  Yes,  sir. 

Senator  Ankeny.  That  is  unequivocal  ? 

Mr.  Wallace.  The  object  of  that  is  this:  Simply  to  get  it  so  that 
one  man  can  be  put  down  there  and  do  it. 

Senator  Ankeny.  1  understand. 

Mr.  Wallace.  That  is  all.  If  we  could  do  that  work  the  way  a 
railroad  company  or  a  private  corporation  would  do  it,  why  I  would 
not  say  so;  but  from  my  experience  with  it,  from  the  utter  impossi- 
bility of  the  United  States  Government  carrying  on  a  constructive 
enterprise  in  a  common-sense,  business-like  manner,  it  looks  to  me  as 
if  the  only  way  there  was  out  of  it  was  to  put  it  in  the  hands  of  a 
general  contractor.  Then,  that  general  contractor,  having  no  interest 
in  it  except  to  get  it  done,  and  as  quickly  as  possible . 

Senator  Ankeny.  And  to  get  his  money  ? 
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Mr.  Wallace.  And  to  get  his  money,  can  put  a  man  in  charge  of 
that  work  there,  and  can  use  methods  wliich  it  is  impossible  for  us  as  a 
Government  to  use. 

Senator  Morgan.  Would  you  turn  over  the  railroad  to  the  general 
contractor? 

Mr.  Wallace.  The  whole  business,  lock,  stock,  and  barrel. 

Senator  Morgan.  How  would  you  arrange  about  the  commercial 
traffic  on  the  railroad  between  the  seas? 

Mr.  Wallace.  The  great  business  of  the  world  is  carried  on  by  pri- 
vate railroad  corporations  to-day;  and  it  would  be  the  easiest  thing  in 
the  world%to  specify  the  rates  that  that  contractor  shall  charge,  and 
you  can  hold  him  to  his  duties  as  a  common  carrier  a  ^reat  deal  easier 
than  you  can  hold  one  of  the  transcontinental  American  railroads  to 
its  duties  as  a  common  carrier.  And  the  proposition  is  so  simple;  it 
is  simply  taking  freight  from  one  dock  and  landing  it  o^  another  47  or 
50  miles  away. 

Senator  Morgan.  And  having  the  control  of  the  railroad  he  could 
conduct  his  canal  work  without  injury  to  the  commerce? 

Mr.  Wallace.  Without  any  injury  to  the  commerce  whateyer;  and 
he  should  be  required  to  do  that.  If  we  are  spending  three  hundred 
millions  of  dollars  to  afford  the  world  an  uninterrupted  line  of  traffic 
across  that  Isthmus  at  the  lowest  possible  rate,  and  we  can  do  that 
through  that  railroad,  and  do  it  now,  why  should  we  not  use  that  rail- 
road for  that  purpose?  And  as  the  contractor's  work  is  to  be  to 
accomplish  that  result,  he  should  be  required  to  do  it  as  he  goes  along, 
and  there  is  no  reason  why  he  could  not  do  it.  That  railroad  is  capa- 
ble of  handling  and  can  be  made  capable  of  handling  any  amount  of 
tonnage  that  will  ever  pass  through  tnat  Isthmus,  and  doing  it  quickly 
and  doing  it  economicall}^ 

Senator  Morgan.  I  would  like  to  ask  you  whether  there  is  not  still 
some  complaint  in  regard  to  the  railroad  rates  across  the  Isthmus? 

Mr.  Wallace.  I  do  not  know.  I  haye  not  been  in  touch  with  it 
lately,  Senator. 

Senator  Morgan.  I  gather  my^  information  from  the  common  source 
of  information  in  this  country — the  newspapers. 

Mr.  Wallace.  What  I  understand  is  this:  The  rates  across  that 
Isthmus  were  made  in  this  wise:  There  was  through  billing  from  New 
York  to  San  Francisco  by  the  way  of  the  Panama  Railroad  Steamship 
Line  and  the  Panama  Railroad  to  the  Pacific  Mail.  That  rate  was  very 
low,  and  the  ayerage  rate  across  the  Isthmus,  as  nearly  as  I  could 
figure  it  when  I  was  there,  was  about  $1.92  a  ton.  In  other  words, 
the  competition  of  the  tmnscontinental  railroad  lines  forced  the 
Panama  rate  down  to  that  figuie.  The  Panama  Railroad  did  not 
regulate  the  rate  of  the  through  transcontinental  lines,  but  the  through 
transcontinental  lines  regulated  the  rate  that  the  Panama  Railroad 
could  charge.  They  could  onl}^  get  what  they  could  out  of  what  was 
left. 

Senator  Morgan.  That  was  very  natural,  because  they  control  it? 

Mr.  W^allace.  Yes;  all  of  the  ports  along  the  western  Pacific  coast; 
each  of  them  bore  a  different  i-ate  across  the  Panama  Railroad.  For 
instance,  the  railroad  rate  was  dependent  upon  what  the  stuff  was  and 
where  it  came  from.  In  other  words,  coffee  from  one  port  might  bear 
$6  a  ton  and  from  another  port  $4  a  ton  for  its  passage  across  the  rail- 
road.    What  regulated  those  rates  was  what  it  cost  to  take  that  stuff 
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around  Cape  Horn.  In  other  words,  the  Panama  Railroad  charged  on 
that  trafSc  what  that  traffic  would  bear,  up  to  the  last  mill. 

1  understand  those  rates  have  been  cut  in  two,  and  there  have  been 
some  minor  adjustments,  but  there  is  no  reason  why  that  service  should 
not  be  rendered  to  everybody,  and  to  everybody  alike,  and  there  is 
nothing  that  you  are  going  to  do  to  develop  our  trade  relations  with 
those  South  American  countries  that  will  nelp  out  any  more  or  any 
better  than  to  make  out  the  lowest  possible  rate  that  vou  can  on  the 
railroad  across  that  Isthmus  and  let  those  people  have  the  benefit  of  it. 
That  will  develop  their  country  and  their  purchasing  power  and 
increase  our  trade. 

Senator  Morgan.  The  railroad  is  under  the  operation  and  control 
of  a  New  York  corporation? 

Mr.  Wallace,   i  es,  sir. 

Senator  Morgan.  That  corporation  fixes  all  the  rates? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  The  Commission  does  not  fix  the  rates;  can  not 
fix  the  rates? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  It  has  been  the  work  of  the  corporation  ? 

Mr.  Wali^ce.  Yes,  sir. 

Senator  Morgan.  So  that  the  officers  of  that  corporation  are  the  most 
important  officers  on  the  Isthmus  to-day  connected  with  the  movement 
of  commercial  business,  and  also  supplies  to  the  Isthmus  of  every  kind 
that  are  necessary  to  conduct  the  canal  work  ? 

Mr.  Wallace.  That  is  true.  And  the  officers  that  control  the  rail- 
road in  New  York,  with  very  few  exceptions,  have  never  been  down 
there.     They  do  not  know  what  they  have  got. 

Senator  Morgan.  In  the  contract  plan  that  you  suggest,  it  would 
be  necessary  to  put  the  control  of  this  railroad,  mtes  and  all,  in  the 
hands  of  the  contractor,  seeing  that  he  did  not  charge  too  much? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  That  would  be  the  programme? 

Mr.  Wallace.  Yes,  sir.  There  is  one  thing  I  want  to  say,  if  you 
will  pardon  me  for  mentioning  it,  and  that  is  that  the  United  States 
Government  and  myself  are  the  only  stockholders  in  the  Panama 
Railroad.  I  lx)ught  a  share  of  stock  in  order  to  qualify  myself  as  a 
director  in  the  Panama  Railroad.  I  gave  the  United  States*  my  check 
for  it.  They  bought  back  an  option  on  that  stock,  and  took  my 
check  and  cashed  it.  And  they  have  got  my  money  and  they  have 
i^ot  the  stock.     [Laughter.] 

Senator  Morgan.  The  Crovernment  seems  to  be  doing  prett}'  well 
in  the  railroad  business.     [Laughter.] 

Mr.  Wallace.  But,  technically,  I  happen  to  be  the  only  stockholder 
of  the  Panama  Railroad,  except  the  United  States  Government. 

Senator  Morgan.  You  delivered  up  your  share  of  stock,  did  you 
not,  to  the  Government? 

Mr.  Wallace.  The  Government  has  it. 

The  Chairman.  And  your  monev,  too?     [Laughter.] 

Mr.  Wallace.  Yes,  sir.  But  that,  of  course,  is  neither  here  nor 
there. 

Senator  Morgan.  So  that,  if  you  were  really  a  stockholder  in  the 
Panama  Railroad  Company  and  also  a  director,  you  would  have  a  very 
potential  voice  in  the  management  of  the  rate  question? 
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Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  And  thej'  would  not  get  away  from  you,  would 
they? 

Mr.  Wallace.  Not  if  I  had  influence  enough  to  do  anything. 

Senator  Ankeny.  There  is  one  other  point  that  I  hm  in  my  mind 
that  I  wanted  to  ask  you  about:  In  advocating  the  contract  system, 
which  1  understand  you  do,  how  would  you  dispose  of  your  plant;  1 
mean  your  machinery,  your  shovels,  etc.,  which  belong  to  the  Gov- 
ernment.    What  would  be  your  suggestion? 

Mr.  Wallace.  I  would  turn  them  over  to  the  contractor. 

Senator  Ankeny.  Everything? 

Mr.  Wallace.  I  would  turn  everything  down  there  over  to  him — 
your  shops,  your  old  machinery,  and  your  new  machinery,  and  every- 
thing else. 

Senator  Ankeny.  If  either  type  of  canal  were  completed  (we  will 
call  them,  for  convenience,  the  lock  and  sea  level),  what,  in  your  opin- 
ion, would  be  the  cost  of  maintenance?  Which  would  be  the  greater 
expense  to  this  Government,  or  which  could  we  maintain  easier? 

Mr*  Wallace.  Of  course,  it  is  a  very  difficult  matter  to  figure  on 
those  expenses. 

Senator  Ankeny.  I  know  it. 

Mr.  Wallace.  But  I  should  judge  you  would  save  at  least  a  million 
dollars  by  the  sea-level  canal;  that  it  would  be  at  least  a  million  dollars 
cheaper  per  annum  to  maintain. 

Senator  Morgan.  Per  annum? 

Mr.  Wallace.  Yes,  sir;  per  annum. 

Senator  Dryden.  That  makes  no  allowance  for  the  capital  invested? 

Mr.  Wallace.  None  whatever. 

The  Chairman.  I  think  we  had  better  take  a  recess  until  2.15. 

Senator  Taliaferro.  There  is  one  question  that  I  wish  to  ask,  Mr. 
Chairman. 

The  Chairman.  Very  well,  Senator. 

Senator  Taliaferro.  You  spoke  of  the  estimated  cost  to  the  Gov- 
ernment of  these  lands  that  would  be  submerged  by  the  lake  in  the 
lock-canal  plan.  What  have  you  to  say  about  the  lands  that  would  be 
submerged  by  the  Gamboa  dam? 

Mr.  Wallace.  The  difference  is  simply  this:  There  is  a  very  small 
population  in  the  Chagres  Valley  above  Gamboa,  and  the  larger  part 
of  the  population  in  tne  Zone  is  in  the  valley  below  Gamboa.  Vou 
will  find  tnat,  as  a  rule,  the  more  numerous  and  the  smaller  the  hold- 
ings  are,  the  more  trouble  you  will  have  with  them. 

Senator  Taliaferro.  As  a  matter  of  fact,  does  not  the  Government 
own  more  of  the  land  than  would  be  submerged  by  the  lakes  in  the 
lock  plan  than  they  do  in  the  upper  Chagres  Valley  that  would  be  sub- 
merged by  the  Gamboa  dam? 

Mr.  Wallace.  I  doubt  it.  Those  titles  are  very  much  involved. 
We  supposed  that  we  got  from  the  treaty  a  sufficient  amount  of  land 
between  La  Boca  and  Corozal.  We  supposed  that  we  had  that.  At 
least  I  understand  that  that  was  General  Davis's  view  and  %Tudge 
Magoon's  view.  But  we  found,  when  we  commenced  to  dig  into  it,  all 
sorts  of  complications  in  regard  to  the  title.  So  I  think  you  will  find, 
when  you  get  at  it,  that  whenever  there  is  any  particular  piece  of  land 
that  you  want  that  the  Government  does  not  own  it  in  such  a  way  as 
to  relieve  you  from  having  to  pay  somebody  else  for  it,  just  the  same. 
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Senator  Taliaferro.  Have  you  made  any  estimate  at  all  of  the 
acreage  that  would  be  submerged  by  this  Gamboa  dam  ? 

Mr.  Wallace.  No,  sir;  I  told  you  that  was  just  simply  a  round, 
off-had  guess— that  25,000,000. 

Senator  Taliaferro.  I  am  speaking  of  the  Gamboa  dam. 

Mr.  Wallace.  That  depends  on  the  height  of  water  that  there  will 
be.  1  have  not  the  tables  with  me,  but  that  is  worked  out  in  a  set  of 
tables  showing  the  area  at  different  heights  of  water.  It  is  very  easily 
determinable  though. 

Senator  Morgan.  The  amount  above  the  Gamboa  dam  at  the  time 
of  the  Hay-Varilla  treaty  was  made  had  very  little  value. 

Mr.  Wallace.  That  is  true,  both  above  and  below;  but  there  is  a 
\rery  small  population  above  Gamboa.  I  have  been  up  there,  and  after 
you  get  away  from  the  river  it  is  simply  a  jungle  for  miles. 

Senator  AIorgan.  And  steep  hills? 

Mr.  Wallace.  And  ravines  that  ramify  in  all  directions.  This 
4>hows  it,  approximately  [indicating  on  map],  all  these  depressions  you 
see.  There  are  no  inhabitants  up  in  here  [indicating  on  map].  Occa- 
sionally, at  these  little  towns,  there  will  be  one  or  two  or  three  fami- 
lies in  thatched  huts. 

Senator  Morgan.  There  is  a  little  village  between  Gamboa  and 
Alhajnela,  is  there  not? 

Mr.  Wallace.  Yes,  sir;  but  it  is  practically  a  wilderness  after  you 
get  above  Cruces  there. 

(The  committee  thereupon  took  a  recess  until  2.15  o'clock  p.  m.) 

AFTER  recess. 

STATEMENT  OF  JOHN  P.  WALLACE,  ESQ.— Continued. 

Senator  Kittredoe.  Mr.  Wallace,  what  is  the  character  of  the 
material  under  the  dams  at  La  Boca,  Sosa  Hill,  and  from  Ancon  Hill 
to  Corozal,  as  proposed  by  the  minority'  ? 

Mr.  Wallace.  1  can  explain  that  to  you  better  from  reference  to 
one  of  these  maps.  At  the  mouth  of  the  Rio  Gi*ande  these  are  mud 
flats;  and  the  mud,  I  understand,  depending  on  the  depth  of  the  water, 
iis  all  the  way  from  26  to  56  or  60  feet  in  depth — a  soft  mud  or  ooze. 

In  between  Sosa  and  Ancon,  of  course,  there  is  rock  at  a  moderate 
depth,  but  there  is  soft  material  in  the  line  of  the  other  dam  between 
Corozal  and  Ancon.  The  cross  sections  of  those  dams,  as  shown  bj 
the  minority  report,  of  course  show  those  depths,  but  the  situation  is 
u  little  different  from  what  it  is  at  Gatun,  on  account  of  the  fact  that 
underneath  all  of  this  soft  material  there  is  pi-actically  a  bed  rock,  and 
the  dam  is  of  a  more  moderate  height.  It  is  to  contain  about  65  feet 
of  water.  The  difficulties  in  the  way  of  its  stabilit}"  are,  of  course, 
much  less  than  they  are  at  Gatun,  but  they  consist  of  this:  If  3'ou  put 
any  weight  on  that  soft  mud  the  soft  mu<i  is  pressed  out  from  under 
the  weight  that  you  put  on  it,  and  before  you  get  a  stable  structure 
the  entire  area  of  sort  mud  will  have  to  be  pushed  out  from  under  the 
dam.  If  any  of  that  soft  mud  should  be  contained  in  it  in  a  pocket 
any  undue  pressure  on  one  side  of  the  dam  or  the  other  might  cause 
the  pressure  of  that  soft  mud  to  operate  along  the  lines  of  hj^draulic 
pressure  and  might  impair  its  integrity  at  some  time. 
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In  other  words,  it  is  necessary,  at  the  La  Boca  dam,  that  all  of  that 
soft  mud  be  removed  by  some  process  or  other,  either  by  filling  in  the 
hard  stuflf  in  the  center  each  way  and  pressing  it  out  each  way,  or  else 
by  its  removal  by  dredging  or  pumping,  before  the  dam  is  constructed. 

Senator  Kittredge.  How  do  the  conditions  that  you  have  described 
in  regard  to  the  location  of  the  dam  at  La  Boca,  as  proposed  by  the 
minority,  compare  with  the  conditions  in  the  railroad  construction 
across  Salt  Lake? 

Mr.  Wallace.  They  are  practically  similar  to  what  we  would  find 
in  a  place  like  the  Lucene  cut-oflf,  where  the  Union  Pacific  Railroad 
built  its  line  across  the  Salt  Lake;  and  it  is  a  condition  that  you  fre- 
quently meet  with  where  you  build  railroad  embankments  across 
mai*8hes.  That  is,  you  never  get  stability  of  a  railroad  embankment 
across  a  foundation  of  that  character  until  the  soft  material  has  been 
eliminated  in  some  way  or  other. 

Where  you  have  a  hard  surface  below,  what  occurs  is  that  the  weight 
on  the  soft  surface  will  push  that  soft  stuflf  up.  It  may  be  100  or  it 
may  be  500  or  it  may  be  1,000  feet  away,  and  it  will  come  up  at 
some  other  place.  But  if  you  will  notice  the  cross  section  that  is 
shown  of  that  dam  it  is  several  hundred  feet  across,  and  before  that 
dam  can  be  brought  to  a  state  of  stability  all  of  that  soft  mud  under- 
neath it  will  have  to  be  eliminated,  either  by  crushing  and  pushing  it 
awav  or  else  by  dredging,  before  the  dam  is  constructed. 

My  understanding  from  my  reading  of  the  minority  report  is  that 
they  intend  simply  for  the  embankment  to  be  built  in  that  material, 
and  that  material  to  be  compressed  by  it. 

Senator  Kittredge.  This  morning  a  suggestion  was  made,  or  a  ques- 
tion was  asked,  concerning  a  sea-level  canal  from  the  Atlantic  to  the 
vicinity  of  Obispo,  from  the  Pacific  to  the  vicinity  of  Miraflores,  and 
a  lock  structure  or*  canal  between  the  points  Obispo  and  Miraflores. 
How  much  less  money  would  it  cost  to  construct  a  canal  along  those 
lines  than  a  sea-level  canal  '< 

Mr.  Wallace.  Of  course  that,  Mr.  Senator,  would  depend  upon 
the  details  of  the  plan;  but  I  presume  that  there  would  be  a  difference 
of  possibly  $50,000,000  between  those  two  plans — that  is,  in  round 
numbers. 

Senator  Kittredge.  That  is  an  estimate,  as  I  understand  you? 

Mr.  Wallace.  Yes;  that  is  simply  an  off-hand  estimate. 

Senator  Kittredge.  I  wish  you  would  tell  us  in  regard  to  the  differ- 
ence in  time  of  construction  between  the  two  plans  proposed  by  the 
Board  of  Consulting  Engineers  and  the  minority. 

Mr.  Wallace.  My  own  estimate  is  that  I  know  of  no  elements  in 
that  problem  that  could  possibly  make  that  length  of  time  longer  than 
about  three  years.  That  is  predicated  on  the  supposition,  if  you  will 
pardon  me,  that  the  excavating  of  the  central  divide  is  the  controlling 
element. 

Now,  personally  and  individually,  1  doubt  very  much  whether  or 
not  these  large  locks,  with  the  immense  amount  of  concrete  and  struc- 
ture that  has  got  to  be  put  in  by  labor  more  or  less  skilled,  and  put  in 
in  forms,  and  depending  upon  material  coming  there  just  in  right 
quantities  at  the  right  time,  I  doubt  very  much  whether  the  central 
excavation  could  not  be  taken  out  at  Culebra  for  a  sea-level  canal  as 
soon  as  these  immense  locks  could  be  constructed.     It  is  an  open  ques- 
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tion  in  my  mind.  I  think  the  minority  have  underestimated  the  time 
it  will  take  to  construct  those  locks. 

Senator  Kittredge.  Mr.  Stearns  or  Mr.  Noble,  or  both  of  them,  in 
their  testimony  given  to  us  last  week,  said  that  it  would  require  fifteen 
years  to  construct  the  sea-level  canal. 

Mr.  Wallace.  Of  course  there  is  one  thing  1  would  like  to  remark, 
if  I  can  do  it  without  egotism,  and  that  is.  this:  I  do  not  know  of  any 
of  the  engineers  that  have  been  connected  with  this  work,  on  either 
the  regular  Isthmian  Canal  Commission  or  the  Advisory  Board,  that 
have  had  any  large  amount  of  experience  in  handling  steam  shovels 
and  railroad  trains  and  the  disposition  of  material.  I  think  1  can  hon- 
estly sa}-  that  I  have  had  more  experience  than  all  of  those  men  put 
together  in  the  handling  of  excavated  material  by  train  and  by  steam 
shovel,  and  the  proposition  for  a  sea-level  canal  is  simply  "dig,  dig." 

Senator  Simmons.  Do  you  include  Mr.  Stevens  in  that  statement? 

Mr.  Wallace.  No,  sir:  I  do  not.  Mr.  Stevens  is  a  man  that  has 
had  a  great  deal  of  experience  in  railroad  work,  and  his  experience  I 
think  more  nearly  meets  my  own  than  any  of  the  other  engineers  con- 
nected with  that  work.  He. is  a  man  for  whom  I  have  the  highest 
respect;  but  I  do  not  know  what  his  experience  has  been  in  steam- 
shovel  work,  except  that  I  know  that  he  has  had  a  very  large  and  long 
railroad  experience.  But  I  have  had  a  peculiar  kind  of  work  that 
very  few  engineers  have  had,  and  that  has  been  in  the  shape  of  grade- 
reduction  work,  double  tracking,  and  the  work  of  excavating  large 
quantities  of  material  and  disposing  of  it  along  and  adjacent  to  oper- 
ated lines  of  railroad. 

This  proposition  at  Culebra,  as  far  as  a  sea-level  canal  is  concerned. 
Is  practically  a  railroad  proposition.  It  is  just  the  same  as  if  you  were 
relocating  the  Panama  Railroad  and  reducing  its  grades,  making  a 
big,  heavy  cut  along  its  line,  using  that  line  as  one  of  the  instruments 
to  do  your  work  with;  and  whether  you  run  a  railroad  through  the 
bottom  of  that  excavation  after  you  get  it  done,  or  whether  j^ou  let 
water  in  it  and  float  steamships  through  it  is  entirely  immaterial. 
But  the  sea-level  proposition,  as  far  as  tqat  central  cut  is  concerned, 
is  :»imply  a  railroad  proposition. 

Senator  Kittredge.  And  what  do  1  understand  you  to  say  about 
the  fifteen-year  period  suggested  by  Mr.  Stearns  ana  Mr.  Noble? 

Mr.  Wallace.  1  said  1  thought  it  was  too  long. 

In  the  appendix  to  the  report  of  the  Advisory  Board,  I  furnished 
that  Board  a  series  of  diagrams  that  took  the  heaviest  half-mile  section 
there  was  there  and  showed  exactly  how  I  would  place  steam  shovels 
to  do  that  work,  how  I  would  arrange  the  tracks  to  serve  them,  and 
the  cars  to  serve  them,  the  different  dates  at  which  steam  shovels  could 
l)e  installed,  when  the  first  steam  shovel  could  be  installed,  and  when 
the  last  would  be,  and  a  scheme  covering  that  whole  work,  on  a  tenta- 
tive basis — that  is,  on  the  basis  of  those  steam  shovels  handling  1,000 
yards  per  day  and  working  twenty  days  in  the  month.  I  also  made  a 
similar  diaj^ram  on  exactly  the  same  principles  for  a  60-foot  level  canal; 
aod  the  difference  between  the  two  ngured  out,  I  think,  less  than  two 
years  and  a  half. 

It  may  not  be  clear  to  the  members  of  the  committee,  but  it  is  a 
fact  that  the  length  of  time  that  it  will  take  to  do  that  work  is  not 
in  proportion  to  the  amount  of  yards  to  be  moved.     The  length  of 
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your  cutting  a£fects  it  and  the  width  of  your  cuttini^.  It  is  not  as  if 
you  were  digging  a  ditch  with  a  spade.  That  worK  has  to  be  begun 
by  putting  steam  shovek  in  along  terraces.  The  more  terraces  you 
get  and  the  wider  your  cut  is  the  more  steam  shovels  you  can  work  at 
the  same  time.  So,  from  the  date  of  commencement  for  about  three 
years  you  will  be  continually  adding  shovels,  and  then  you  will  be 
working  for  a  few  3'ears  the  same  number  of  shovels,  and  then  you 
will  work  gradually  less  and  less  until  you  get  down  to  the  bottom.  In 
other  words,  the  difference  between  the  rate  of  progress  is  affected 
by  the  amount  of  what  you  can  do  in  the  maximum  year  and  not  b3^ 
your  average  per  year. 

I  do  not  know  whether  I  have  made  that  matter  clear  to  you  or  not. 

For  instance,  on  the  60-foot  plan,  say  that  the  first  shovel  started  in 
January,  1906;  the  last  shovel  would  complete  its  work  in  August, 
1912.  That  is  on  that  supposition.  On  the  sea-level  plan,  which  you 
will  find  in  this  report,  my  recollection  is  that  the  time  was  a  little 
under  nine  vears. 

Senator  tiLiTTREDOE.  I  wish  you  would  call  attention  to  the  page 
when  you  find  it. 

Mr.  Wallace.  That  diagram  is  diagram  No.  3,  and  you  will  find  it 
between  pages  373  and  374.  On  the  sea-level  plan,  with  the  first  shovel 
starting  on  the  1st  of  January,  1906,  the  last  shovel  completes  its 
work  in  December,  1914.     That  is  practical^  nine  years. 

This  diagram  shows  exactly  the  dates  on  which  every  shovel  will 
start;  and  while  this  is  only  a  tentative  plan,  it  is  one  that  a  contractor 
would  expect  to  exceed  in  eflSciency  rather  than  fall  below  it.  A  thou- 
sand yards  a  day  is  about  one-fourth  of  the  loading  capacity  of  those 
large  steam  shovels  that  are  now  on  the  Isthmus,  in  &n  hours,  provided 
they  are  properly  served  with  cars  and  the  material  is  properly  blasted 
ahead  of  them.  In  other  words,  to  get  that  result  you  will  only  have 
to  work  those  machines  to  25  per  cent  of  their  capacity,  and  do  it  for 
twenty  days  in  the  month. 

Senator  KiTTREDGE.  Is  there  any  difficulty  in  doing  the  blasting 
work  necessary  to  serve  the  shovels  to  that  extent  ? 

Mr.  Wallace.  No.  Of  course  that  is  something  that  has  to  be 
looked  after.  The  limitation  on  all  steam-shovel  work,  as  a  rule,  is 
the  arrangement  of  the  tracks  and  having  plenty  of  tracks  and  plenty 
of  cars,  and  seeing  that  your  shovels  are  continuously  fed.  I  got  out 
as  high  as  1,800  yards  in  one  particular  day  with  one  particular  shovel 
when  I  was  down  there.  Along  in  the  dry  season  it  ran  about  800 
yards  a  day  per  shovel.  The  reason  that  we  fell  below  the  maximum 
was  because  we  did  not  have  any  facilities,  except  the  shovels,  that 
properly  went  with  them.  That  is,  we  did  not  have  proper  drills,  and 
we  aid  not  have  proper  track.'  We  had  those  old  French  cars  and 
those  old  French  engines,  and  our  tracks  were  poor;  we  did  not  have 
any  ballast  for  them,  we  were  short  of  ties  to  keep  them  up,  and  in 
fact,  we  were  short  of  everything.  But  in  spite  of  all  those  disadvan- 
tages there  were  several  months  there  in  which  we  got  from  750  to 
800  yards  per  day  out  of  those  shovels,  and  I  do  not  think  it  ever  fell 
below  400  yards  a  day. 

Senator  Morgan.  In  the  dry  season  or  the  wet  season  ? 

Mr.  Wallace.  That  was  in  the  dry  season. 
.  Senator  Morgan.  All  of  this? 
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Mr.  Wallace.  I  say,  in  the  worst  month  we  had,  in  June,  it  dropped 
down  to  about  between  400  and  500  yards  a  day  per  shovel.  That 
was  when  we  had  25  or  30  derailments  every  day:  when  the  men  were 
so  discouraged  on  account  of  the  engines  getting  off  the  track  that 
thev  did  not  see  why  we  should  continue  the  worE. 

With  proper  equipment  and  with  the  right  kind  of  equipment,  which 
you  are  getting  down  there  now,  1  do  not  see  why  the  estimate  of  1,0000 
yards  a  day  per  shovel  is  not  a  very  low  estimate. 

The  Chair3ian.  Is  that  for  ten  hours  a  day? 

Mr.  Wallace.  For  ten  hours  a  day. 

Senator  Taliaferro.  You  were  working  eight  hours  a  day,  were 
you  not  ? 

Mr.  Wallace.  I  was  working  ten  hours  a  day  up  to  about  the  1st 
of  May.  The  last  two  months  1  was  down  there  we  worked  eight 
hours  a  day,  and  then  our  capacity  dropped  off  very  much. 

The  Chairman.  If  you  were  to  work  two  shifts  a  da}^,  of  course  you 
would  gain 'if 

Mr.  WALLACE.  You  would  get  more  than  that,  of  course? 

Senator  Taliaferro.  Probably  a  third  more? 

Mr.  Wallace.  Well,  yes;  I  should  say  about  a  third  more.  That 
is,  I  have  never  yet  seen  work  where  you  could  do  exactly  double  the 
work  with  two  shifts  that  you  can  with  one;  but  you  can  get  from 
50  to  75  per  cent  more.  When  I  sav  a  third  more,  I  mean  that  it 
would  be  50  per  cent  more.     You  should  do  that  at  the  very  least. 

Senator  Smmons.  Do  I  understand  j^ou  to  express  the  opinion  that 
a  sea-level  canal  could  be  constructed  within  nine  years? 

Mr.  Wallace.  On  this  tentative  plan,  nine  years  is  the  time  it 
would  take  from  the  time  the  first  systematic  installation  of  your 
shovels  would  commence.  That  is  based  on  taking  the  heaviest  half- 
mile,  not  the  heaviest  average  8  miles;  because  there  is  one  half- 
mile  which  has  more  material  in  it  than  there  is  in  any  other  half-mile, 
so  I  have  taken  the  worst  half-mile  there  was. 

Senator  Simmons.  Do  you  mean  it  would  take  nine  years  to  dig  it, 
or  that  in  nine  years  the  dam  at  Gamboa  could  be  finished  and  the 
canal  be  ready  for  the  use  of  ships  ? 

Mr.  Wallace.  What  I  mean  to  say  is  this:  That  on  the  sea-level 
plan  there  is  not  any  doubt  but  what  the  thing  which  will  limit  the 
wmpletion  will  be  that  central  cut  at  Culebra.  You  can  build  your 
dams  and  you  can  do  all  your  dredging,  your  harbor  work,  easily  within 
four  or  five  years. 

Senator  Simmons.  Everything  else  will  be  ready  when  that  is  finished  ? 

Mr.  Wallace.  Yes. 

Senator  Simmons.  And  your  estimate  is  nine  years? 

Mr.  Wallace.  I  estimated  nine  years.  After  that  I  made  an  allow- 
ance on  top  of  that,  and  said  that  I  thought  ten  years  would  be  time 
enough,  and  at  all  events  twelve  would  be  an  ample  estimate  for  it. 

Senator  Simmons.  And  it  would  take  about  three  ^rears  less  time  to 
complete  the  lock  canal  ? 

Mr.  Wallace.  Yes;  that  is,  theoretically,  I  should  say  there  was 
three  years  diflference  between  the  two  plans;  but  I  doubt  very  much 
whether  that  three  years  would  not  be  eaten  up  by  all  sorts  of  hap- 
penings that  Vould  arise  when  you  would  go  to  build  these  immense 
locks. 
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Senator  Simmons.  I  do  not  know  that  I  understood  you  about  those 
locks  a  little  while  ago.  I  understood  you  to  say  (and  I  want  to  ask 
if  I  unilerstood  3^ou  correctly)  that  vou  thought  it  quite  probable  that 
it  would  take  as  long  to  construct  tnose  locks  as  it  would  to  build  the 
canal  by  the  sea-level  plan.     Do  1  quote  you  correctly  about  that? 

Mr.  Wallace.  Yes. 

iJjenator  Simmons.  By  the  sea-level  plan  ? 

Mr.  Wallace.  Yes.^ 

Senator  Simmons.  Then,  as  the  locks  would  absolutely  have  to  be 
built,  the  conclusion  would  be  that  it  would  take  as  long  to  construct 
the  lock  canal  as  it  would  to  construct  the  sea-level  canal,  would  it  noti 

Mr.  Wallace.  That  is,  I  would  very  much  doubt  but  what  it  would 
take  about  as  long  to  build  the  one  as  it  would  the  other. 

Senator  Simmons.  Then  what  did  you  mean  when  you  said  that  the 
lock  canal  could  be  built  probably  in* three  years  less  time? 

Mr.  Wallace.  What  i  said  was  this:  I  said  that  that  was  based  on 
the  time  that  it  would  take  to  remove  the  excavated  material  from  the 
Culebra  Cut,  applying  the  same  process  to  excavating  for  the  lock 
canal  that  you  would  for  the  sea-level  canal.  I  said  that  leaving  out 
of  consideration  the  construction  of  locks  and  dams,  and  only  measur- 
ing your  progress  by  the  excavation  of  the  summit  cut,  there  would 
be  three  years'  difference  in  doing  that  work.  In  other  words,  you 
could  excavate  the  material  from  the  summit  about  three  years  quicker 
on  the  high-level  plan  than  you  could  on  the  sea-level  plan. 

Senator  Simmons.  Then  your  conclusion  is  that  we  could  not  get  the 
lock  canal  ready  for  use  any  quicker  than  we  could  the  sea-level  canal  i 

Mr.  Wallace.  I  doubt  very  much  if  you  could.  That  is  the  impres- 
sion I  was  trying  to  convev. 

Senator  Morgan.  Mr.  Wallace,  you  said  all  sorts  of  happenings 
might  occur  in  the  construction  of  the  locks.     To  what  did  j'ou  refer  i 

Mr.  Wallace.  Well,  for  instance,  there  is  something  like  a  million 
cubic  vards  of  material,  I  understand,  to  be  used  in  those  locks.  If 
those  locks  are  constructed  of  concrete  (which  I  presume  is  what  they 
intend  to  build  them  out  of^  that  means  practically  a  million  yards  of 
broken  rock;  it  means  a  million  yards  of  sand;  it  means  a  million  bar- 
rels of  cement. 

Those  three  classes  of  material  must  be  manufactured  and  ti*ans- 
ported  to  the  site  of  that  work  in  properly  related  quantities.  Take 
cement,  for  instance.  That  climate  is  so  moist  that  even  if  cement  is 
housed  you  can  only  keep  it  for  a  limited  amount  of  time  on  the 
Isthmus,  and  it  will  require  a  great  deal  of  care  to  see  that  that  cement 
is  brought  there  just  fast  enough  for  that  work  and  not  too  fast.  It 
is  the  same  way  about  crushed  stone;  you  must  see  that  that  is  prop- 
erly supplied. 

Senator  Morgan.  Would  you  have  to  bring  that  across  the  ocean  ? 

Mr.  Wallace.  The  cement  you  would  bring  across  the  ocean; 
the  crushed  stone  and  sand  you  get  on  the  Isthmus. 

Another  point:  That  million  cubic  yards  of  material  is  practically 
equivalent  to  a  million  tons — that  is,  in  round  figures;  and  on  the 
basis  of  500  tons  to  a  train  load,  it  means  2,000  trains.  That  gives  you 
some  general  idea  of  the  mass  of  material  that  will  be  required  just 
for  those  locks  alone.  That  means  2,000  trains  of  500  tons  per  train, 
net  load. 
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Senator  Morgan.  Mr.  Wallace,  the  cut  through  the  Culebra  and 
Emperador  heights— that  is  one  ridge,  is  it  not? 

Mr.  Waulace.  Yes,  sir. 

Senator  Morgan  (continuing).  That  has  been  brought  down  from 
the  upper  crest  to  about  what  height  above  sea  level? 

Mr.  Waixace.  It  is  about  150  feet. 

Senator  Morgan.  That  would  be  an  average  through,  would  it — 
150  feet? 

Mr.  Wallace.  No;  I  do  not  think  the  average  for  the  whole  6  or  7 
miles  there  would  be  much  over  100  feet;  but  there  are  2  or  3  miles 
there  that  will  average  about  150  feet  above  sea  level. 

Senator  Morgan,  i  es;  that  has  been  cut  down  in  trenches  or  ter- 
races^ 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  The  height  of  each  terrace  is  about  30  feet? 

Mr.  Wallace.  No;  those  terraces  are  very  irregular.  They  will 
all  have  to  be  worked  over  again  in  order  to  suit  steam-shovel  work. 
Those  terraces  were  adapted  to  the  French  style  of  excavator.  The 
terraces  which  I  proposed  in  my  tentative  plan  were  terraces  of  about  30 
feet  horizontal  and  about  25  feet  perpendicular  until  vou  got  down; 
and  then  after  that  you  would  make  the  slopes  to  suit  the  final  section 
you  intended  to  leave. 

Senator  Morgan.  Is  there  any  terrace  on  either  side  of  the  excava- 
tion as  it  stands  now  that  passes  on  the  same  level  or  nearly  the  same 
level  clear  through  the  cut? 

Mr.  Wallace.  Yes;  there  were  several  when  was  I  down  there  that 
did^ 

Senator  Morgan.  About  how  high  are  they  above  where  the  work 
is  now  being  conducted? 

Mr.  Wallace.  We  were  working  on  those  terraces. 

Senator  Morgan.  So  that  these  terraces  upon  which  3^ou  are  now 
operating  with  your  steam  shovels  go  clear  through  the  cut? 

Mr.  W  ALLACE.  That  was  the  intention.  When  I  left  there  I  was 
starting  to  work  different  terraces  through.  1  commenced  one  on  the 
east  and  north  of  the  canal  that  was  about  on  the  rock  line,  and  I  was 
taking  that  clay  back  75  or  100  feet  from  the  edge — the  clay  that  over- 
laid it. 

Senator  Morgan.  Leaving  out  of  consideration  the  repairs  which 
may  be  found  necessary  to  readjust  the  levels  properly  upon  the 
terraces  as  they  have  been  constructed,  and  taking  the  one  upon  which 
vou  are  operating  now  with  the  steam  shovels,  you  would  have  to  go 
I)elow  that  if  vou  worked  a  steam  shovel  on  every  terrace;  you  would 
have  to  go  below  that  to  the  bottom  of  the  canal;  and  what  would  be 
the  distance  between  the  average  elevation  of  this  lowest  terrace  on 
each  side  and  the  bottom  of  the  canal  when  completed  40  feet  deep? 

Mr.  Wallace.  When  I  left  there  we  were  working  on  several  ter- 
races, and  where  the  lowest  steam  shovel  was  at  wori  was  about  160 
feet  above  sea  level;  that  is,  the  final  depth  of  the  sea-level  canal 
would  be  about  200  feet  below  the  elevation  at  which  the  shovel  was 
working,  which  was  in  the  highest  part  of  the  excavation. 

Senator  Morgan.  Yes.  Now,  take  the  terrace  that  stands  at  an 
elevation  of  200  feet  above  the  bottom  of  the  canal,  the  one  you  are 
now  working  on,  or  were  working  on  when  you  left  there.  You  would 
p  c^-voL  3—06 1 
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want  to  put  in  steam  shovels  upon  terraces  from  that  point  down  to 
cover  the  distance  of  200  feet  to  the  bottom  of  the  canal,  would 
you  not? 

Mr.  Wallace.  Yes. 

Senator  Morgan.  So  that  you  would  expect  the  work  to  progress 
with  some  degree  of  uniformity  of  breast? 

Mr.  Wallace.  Yes. 

Senator  Morgan.  And  do  all  of  the  work  as  you  went  along  upon 
each  terrace.  Now,  you  would  commence  at  the  bottom  of  the  canal; 
that  would  be  the  first  openin^f  3^ou  would  cut.  Of  course  there  would 
be  no  terrace  there  until  you  got  up  25  feet,  if  you  took  that  for  the 
elevation  of  your  terrace.  You  would  have  to  excavate  40  feet  below 
sea  level,  and  about  how  much  above,  before  you  got  through^  No, 
you  would  commence  with  your  work  about  40  feet  below  sea  level, 
and  then  you  would  have  a  terrace  above  that  eveiy  25  feet  or  every 
40  feet,  whatever  the  height  might  be  that  you  would  adopt  for  the 
terrace;  and  all  of  these  shovels,  as  I  understand  it  now,  would  work 

Jiractically  abreast,  each  shovel  doing  its  own  work  on  its  own  terrace. 
8  that  right? 

Mr.  W^ALLACE.  That  is  right,  only  it  is  a  little  different  from  the  way 
you  have  stated  it.  The  maximum  number  of  shovels  that  would  be  at 
work  at  any  one  time  abreast  would  be  eight  on  each  half  mile.  That 
is,  there  would  be  one  time  when  there  would  be  four  shovels  on  each 
side  of  the  cut  in  each  half-mile  of  distance,  because  it  takes  about  half  a 
mile  between  two  shovels  in  order  to  put  in  the  necessary  tmck  arrange- 
ments so  that  you  can  get  around  and  work  all  your  shovels  independent 
of  each  other. 

Senator  Morgan.  I  am  trying  to  get  at  and  to  ascertain  whether 
this  plan  of  construction  is  the  one  which  you  have  adopted.  The 
digging  out  of  the  prism  of  that  canal  would  be  a  cut  in  solid  rock  ? 

Mr.  W ALij^CE.   X  es,  sir. 

Senator  Morgan.  At  least  40  feet  in  depth  and  200  feet  wide? 

Mr.  Wallace.  Yes;  that  is  what  you  would  get  down  to  finally. 

Senator  Morgan.  I  say,  finally;  I  am  starting  at  the  beginning  of 
the  work. 

Mr.  Wallace.  1  know;  but  we  would  not  start  there.  We  would 
start  at  the  top. 

Senator  Morgan.  You  would  not  start  at  the  bottom  ? 

Mr.  Wallace.  No,  sir. 

Senator  Morgan.  Why  not? 

Mr.  Wallace.  If  I  had  a  blackboard  here  I  could  show  you.  For 
instance,  say  this  is  the  sea  here,  arid  this  is  your  hill,  like  that 
[indicating]. 

Senator  Morgan.  Yes. 

Mr.  Wallace.  Now  suppose  the  excavating  to  start  in  here — one 
shovel  would  go  through  there  [indicating]  and  then  another  one 
would  come  in  nere  afterwards  [indicating],  and  then  after  it  got  in 
a  certain  distance  another  one  would  follow,  and  you  would  work 
from  both  ends  toward  the  center,  and  you  would  work  down;  you 
would  commence  up  here  and  you  would  gradually  dig  these  various 
terraces  out  until  you  would  finally  reach  the  bottom. 

Senator  Morgan.  Could  you  construct  the  canal  by  beginning  at 
the  bottom  and  working  up  5 
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Mr.  Wallace.  No;  because  you  would  have  such  a  steep  face  in 
here  that  you  could  not  get  shovels  enough  to  work  in  it. 

Senator  Morgan.  You  could  get  how  many  abreast  in  the  bottom 
of  the  caiial,  200  feet  wide? 

Mr.  Wallace.  You  could  probably  only  get  four  in  there. 

Senator  Morgan.  Four'< 

Mr.  Wallace.  Yes. 

Senator  Morgan.  And  each  one  would  have  a  separate  tmck  ? 

Mr.  Wallace.  Each  one  w^ould  have  its  separate  tracks;  but  when 
vou  are  up  here,  halfway  up  in  the  cut,  you  can  work  eight  abreast. 
Xow,  this  diagram  (if  you  will  follow  the  description  of  these  num- 
bers) shows  exactly  when  each  shovel  starts  out,  how  much  of  a  slice 
it  takes,  and  how  many  slices  are  taken  out  simultaneously.  It  is  hard 
to  explain  it  by  words;  but,  for  instance,  at  first  there  would  only  be 
two  shoveU  abreast,  and  they  would  dig  a  section  of  about  12i  feet; 
and  thev  would  put  that  material  on  a  track  that  would  be  on  the  edges 
here,  Then  after  that  slice  was  taken  out  the  tracks  would  be  laid  in 
behind  those  shovels,  and  these  shovels,  No.  2,  would  start  in,  and 
take  out  a  bench  that  would  be  25  feet  or  30  feet  wide,  and  put  that 
material  on  cars  that  would  be  where  the  first  were. 

Then,  after  the  2's  were  taken  out  the  3's  would  start  in  and  put  the 
stuff  over  on  tracks  that  would  follow  the  second  shovels,  and  so  on 
with  the  4's,  and  later  on  the  o's.  When  you  got  down  to  what  we  call 
the  No.  10  shovels  there  would  be  8  of  those.  Now,  that  is  not  on  the 
immediate  bench  below,  because  it  is  necessary  to  follow  the  sequence 
through  to  see  how  they  would  come.  That  tenth  shovel  would  be  on 
a  bench  at  least  75  feet  wide,  and  there  would  be  tracks  out  here  where 
the  second  shovel  had  been,  and  there  would  be  tracks  where  that  ninth 
shovel  was;  and  the  10  shovels  will  take  out  these  slices  that  are  shown 
on  this  cross  section. 

It  is  rather  intricate  to  follow. 

Senator  Morgan.  What  is  that  heavy  cut  in  the  center  of  your 
diagram  there? 

Mr.  Wallace.  This  one?     [Indicating.] 

Senator  Morgan.  Yes. 

Mr.  Wallace.  That  is  where  the  shovels  are  worked  in  parallel  in 
order  to  keep  a  central  cut  which  will  be  BO  feet  wide  and  average  12^ 
feet  below  the  balance  of  your  excavation.  What  we  call  the  "  pilot 
shovels "  will  be  at  work  shoving  that  depression  always  forward, 
ahead  of  these  other  shovels. 

Senator  Morgan.  When  you  go  down  to  sea  level  with  your  shovel 
work  and  want  to  go  lower  down,  40  feet  lower,  could  you  continue 
your  shovel  work? 

Mr.  Wallace.  Just  exactly  in  this  same  way;  yes,  sir.  The  only 
thing  we  would  do  differently,  then,  would  be  to  leave  barriers.  You 
have  heard  before,  in  the  testimony,  reference  made  to  what  they  call 
''elevation  plus  10." 

Senator  Morgan.  Yes;  I  know  about  that. 

Mr.  Wallace.  What  they  mean  by  that  is  that  you  can  go  down  to 
an  elevation  of  10  feet  above  the  sea  level  and  have  room  enough  for 
the  water  to  flow  out  of  your  cut  by  gravity. 

Senator  Morgan.  I  know. 

Mr.  Wallace.  But  when  you  go  below  the  sea  level 
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Senator  Morgan.  It  flows  the  other  way  ? 

Mr.  Wallace.  It  goes  the  other  way,  and  the  water  stays  in  your 
cut.  The  only  extra  expense  that  that  will  be  to  you,  if  you  leave  the 
barriers  in,  will  be  the  fact  that  you  will  have  to  pump  water  out  of 
tiiat  excavation,  and  the  extra  expense  will  be  due  to  pumping  that 
water  out.     It  is  just  the  same  as  if  you  were  working  in  a  cbfferdam. 

Senator  Morgan.  Now,  working  from  the  top  to  the  bottom,  after 
you  got  the  different  benches  worked  out  and  the  material  cut  away  to 
the  width  you  wanted  it,  you  would  dispense  with  these  shovels  as 
you  workea  down? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  And  finally  you  would  get  down  to  four? 

Mr.  Wallace.  Yes. 

Senator  Morgan.  And  those  four  shovels  will  have  to  do  all  of  the 
work  except  the  breasting? 

Mr.  Wallace.  Yes. 

Senator  Morgan.  From  mean  sea  level  down  to  40  feet  below? 

Mr.  Wallace.  Yes.  That  is,  there  are  practically  two  furrows  that 
are  cut  through  where  you  will  onW  have  four  of  them  at  the  last. 

Senator  Morgan.  Yes.  You  do*  not  expect  to  employ  more  than 
four  shovels  in  the  bottom  of  the  prism  of  the  canal  ? 

Mr.  Wallace.  No.  It  is  just  as  if  you  were  running  a  gang  plow 
through  there  that  had  four  plows  to  it,  and  then  you  followed  that 
with  four  other  plows  to  dig  it  a  little  deeper. 

Senator  Morgan.  If  you  worked  from  the  bottom  to  the  top  you 
could  have  all  the  shovels  that  you  employed,  every  one  upon  each 
bench,  in  operation  at  the  same  time,  could  you  not? 

Mr.  Wallace.  No;  I  do  not  follow  you.^  If  you  had  your  whole 
canal  opened  out— that  is,  a  narrow  ditch  from  one  end  of  vour  canal 
to  the  other,  of  the  full  depth — and  could  lay  out  terraces  all  the  wa}' 
along,  you  could  work  a  shovel  on  each  terrace,  3^ou  understand,  and 
you  could  do  it  all  simultaneously;  but  that  necessitates  getting  down 
first  to  the  sea  level  clear  through  your  cut,  and  by  the  time  you  get 
down  there  you  have  your  work  almost  done. 

If  you  were  going  to  build  a  canal  that  was  500  feet  wide  or  a  thou- 
sand feet  wide,  like  Mr.  Bunau-Varilla's  "Straits  of  Panama,"  after 
you  got  down  to  sea-level  you  could  work  just  as  many  shovels  abreast 
as  you  had  terraces,  and  do  it  all  simultaneously,  and  you  could  widen 
that  cut  out  to  500  or  1,000  feet  with  an  enormous  number  of  steam 
shovels,  and  the  depth  would  not  make  any  difference,  because  for 
every  additional  25  feet  in  depth  you  would  have  a  steam  shovel. 

But  the  200-foot  width  is  so  narrow  that  in  order  to  get  that  face 
there  is  a  time  when  you  can  work  more  shovels  than  you  can  at  any 
ottier  time,  and  that  is  about  from  one-third  to  one-half  way  down 
through  the  cut,  and  ^ou  would  necessarily  have  to  commence  on  top. 
But  while  you  are  doing  this  work  on  top,  in  the  real  work,  there  is 
no  reason  why  you  should  not  attack  this  excavation  by  bringing  your 
dredged  sections  up  to  the  foot  of  the  cut  on  each  side  and  working 
your  dredges  right  up  against  this  steep  face  and  working  in  both 
directions  from  the  sea. 

Senator  Morgan.  When  "you  say  "dredges,"  do  you  mean  "shov- 
els?" 
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Mr.  Wallace.  No;  I  mean  "dredges"  in  that  case.  In  other 
words,  while  you  are  doing  this  dry  cutting  you  are  shoving  your 
dredges  in  from  the  sea — that  is,  from  La  R)ca  toward  the  hill  and 
from  Colon  toward  the  hill — and  the  supposition  is  that  you  will  have 
your  canal  dug  up  to  this  point  before  you  get  this  dirt  all  out;  and 
you  will  have  it  dug  uj)  to  this  point  before  you  get  this  dirt  all  out 
[indicating].  Now,  while  you  are  doing  this  work  in  the  dry,  as  we 
call  it,  there  is  no  reason  why  you  should  not  attack  this  part,  you 
understand,  and  push  the  sea-level  sections  just  as  far  in  toward  the 
summit  as  vou  can  get  them. 

Senator  Morgan.  Then  your  plan  is  to  dredge  from  the  sea  in  to, 
say,  Obispo  on  one  side? 

Mr.  Wallace.  That  is  a  question;  just  as  far  as  you  can  do  it 
economically. 

Senator  Morgan.  I  saj^  dredge  in  from  the  Ba}"  of  Limon 

Mr.  Wallace.  If  you  found  rock  down  in  here  that  you  could  not 
dredge,  then  you  would  want  to  stop  your  dredging  here,  and  probably 
vou  would  have  to  take  this  out  [indicating]  in  the  ary .  But  the  proba- 
bilities are  that  you  could  get  up  to  possibly  Obispo  with  your  sea- 
level  section. 

Senator  Morgan.  There  is  no  rock  that  would  be  encountered  there 
that  you  could  not  dredge — by  which  I  mean,  of  course,  that  you 
could  blast  it  and  haul  it  out,  float  it  out,  instead  of  hauling  it  out  on 
a  railroad? 

Mr.  Wallace.  Yes,  yes. 

Senator  Morgan.  That  is  what  I  mean  by  dredging.  That  is  a  part 
of  the  dredging? 

Mr.  Wallace.  Yes. 

Senator  Morgan.  Now,  if  I  understand  it,  you  would  start  in  the 
Bay  of  Limon  and  dredge  up  to,  say,  Obispo;  then  you  would  start  on 
the  other  side  in  the  Bay  of  Panama  and  dredge  up  to  Miraflores,  or 
wherever  it  is,  there,  "then,  if  I  understand  it,  you  would  continue 
to  take  out  all  of  the  stone  lying  below  the  sea  level  to  the  bottom  of 
the  prism  of  the  canal  by  this  dredging  process? 

Mr.  Wallace.  No;  only  up  to  those  points  [indicating].  All  of 
the  material  that  I  could  remove  by  what  we  call  drj^  excavation 
between  Pedro  Miguel,  say,  and  Obispo,  I  would  prefer  to  remove  in 
that  way,  because  you  can  do  it  cheaper. 

Senator  Morgan.  Cheaper  than  you  can  by  hauling  it  out  on  boats? 

Mr.  Wallace.  Yes;  that  is,  I  niean,  you  can  blast  it  and  mine  it 
cheaper  in  the  dry  than  you  can  in  the  wet. 

Senator  Morgan.  But  you  have  to  mine  it  in  the  wet  when  you  get 
down  40  feet  below  sea  level,  have  you  not? 

Mr.  Wallace.  No. 

Senator  Morgan.  How  do  you  manage  to  avoid  that? 

Mr.  Wallace.  You  leave  barriers  of  the  natural  rock  at  each  end 
of  your  cut,  and  then  go  down  in  between  those  barriers  and  excavate 
it;  and  then,  after  you  get  your  canal  section  cut  out,  you  cut  away 
these  barriers  and  let  your  water  in,  so  that  it  will  be  a  natural  coffer- 
dam. 

Senator  Morgan.  With  an  18-foot  annual  rainfall,  and  water  sluic- 
ing down  from  these  heights,  you  would  find  that  ditch  full  of  water, 
would  vou  not? 
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Mr.  Wallace.  Oh,  no,  sir;  because  you  can  divide  it  up  into  sec- 
tions and  pump  it  out,  and  you  can  push  that  work  in  the  dry  season 
for  four  or  five  months  of  the  year,  when  you  have  practicallyno  rain- 
fall there  at  all. 

Senator  Mokgan.  Yes;  and  in  the  wet  season? 

Mr.  Wallace.  In  the  wet  season  you  have  it;  but  in  my  own  experi- 
ence 1  have  pumped  out  cofferdams  that  had  water  from  10  to  15  feet 
deep,  300  feet  wide,  and  a  quarter  of  a  mile  long,  in  twenty-four  hours. 
The  minfall  at  Culebra  for  the  year  that  I  was  down  there  was  75 
inches — that  is,  for  the  entire  year;  and  of  course  when  you  get 
down 

Senator  Morgan.  How  much  was  it  in  the  wet  season  ? 

Mr.  Wallace.  That  was  in  the  wet  season  and  the  dry — the  whole 
year. 

Senator  Morgan.  It  all  fell  in  the  wet  season,  did  it  not? 

Mr.  Wallace.  Practically.  We  had  four  months  when  it  was  com- 
paratively dry. 

Senator  Morgan.  Yes. 

Mr.  Wallace.  Now,  what  any  prudent  man  would  do  would  be  to 
concentrate  his  work  and  tr}'^  to  do  as  much  of  it  as  he  could  in  the 
dry  season. 

Senator  Morgan.  That  is  the  point  exactly. 

Mr.  Wallace.  Undoubtedly  he  would.  But  the  reason  the  advi- 
sor}^ board  added  to  that  and  made  the  unit  price  $1.50  per  cubic  yard 
was  to  give  an  amount  that  would  justify  pumping  tnat  water  out, 
and  with  the  powerful  pumps  that  we  have  nowadays  you  could  pump 
the  full  capacity  of  the  Chagres  River  at  low  water  out  of  that  cut  if 
you  had  to. 

Senator  Morgan.  Then  you  would  take  out 

Mr.  Wallace.  Now,  the  only  reason.  Senator  Morgan,  that  I  sug- 
gest that  plan  is  because  that  would  be  a  little  cheaper  than  to  exca- 
.  vate  that  rock  under  the  water. 

Senator  Morgan.  You  mean  by  what  is  called  the  dredging  process? 

Mr.  Wallace.  Yes.  That  is,  you  can  blast  it  cheaper  in  the  dry 
than  you  can  under  water,  because  you  can  space  your  holes  better, 
you  can  do  your  drilling  better,  you  can  see  the  character  of  your  rock 
and  you  can  get  around  it  and  over  it,  and  I  presume  that  you  could 
possibly  save  about  a  dollar  a  yard  on  doing  this  work  in  the  dry 
rather  than  doing  it  in  the  wet. 

Senator  Morgan.  These  heavy  steam  shovels  require  a  strong  tmck 
under  them,  do  the}^  not,  and  a  well-ballasted  one? 

Mr.  Wallace.  Yes;  but  the  material  in  that  cut,  after  you  get 
below  an  elevation  of  about  190  or  200  feet,  after  you  get  below  the 
clay,  will  stand  any  weight  you  want  to  put  on  it.  The  only  trouble 
that  I  had  down  there  was  that  I  upset  one  of  these  big  steam  shovels, 
because  I  got  it  up  on  the  side  of  a  hill  in  this  sliding  clay,  and  a  very 
hard  rain  came  up  unexpectedly;  the  shovel  was  standing  over  a  place 
in  the  ground  where  there  was  a  subterranean  stream  of  water  that  ran 
on  top  of  the  hard  material  under  this  clay,  and  there  was  alx)ut  8  or 
10  feet  of  clay  on  top,  and  a  slide  came  down,  and  the  clay  ran  away 
from  under  the  stream  on  one  side  that  the  shovel  wa.s  standing  on, 
and  the  shovel  tipped  over.  But  that  was  the  only  accident  of  that 
kind  that  I  had  while  I  was  down  there. 
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Senator  Morgan.  As  you  push  these  shovels  against  an  embankment 
you  cut  in  front  of  the  shovels  The  cutting  is  done  in  front  of  the 
shovel  i 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  And  then  you  load  it  onto  a  car? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  Back  of  the  shovel? 

Mr.  Wallace.  Right  alongside.     The  idea  is  to 

Senator  Morgan.  Alongside;  so  you  have  to  have  a  track  for  the 
shovel  and  a  track  for  the  car? 

Mr.  Wallace.  You  have  to  have  a  track  for  the  shovel. 

Senator  Morgan.  And  one  for  the  car  alongside? 

Mr.  Wallace.  Yes.  Now,  the  track  should  be  along  on  this  bench 
here  [indicating].  The  shovels  would  be  on  the  bench  parallel  to  the 
track,  against  tne  face,  and  thej^  would  work  a  piece  about  30  feet  wide 
and  about  20  feet  high,  and  then  the  material  would  be  blasted  ahead  of 
the  shovel,  and  the  shovel  would  work  the  stuff  up  just  like  you  would 
take  it  up  with  a  shovel  by  hand  and  put  it  over  on  the  cars  that  would 
be  parallel  to  it. 

Senator  Morgaj{.  Yes;  1  understand  that  now.  Therefore,  you 
have  to  improvise  a  track  as  your  shovel  advances  toward  the  embank- 
ment you  are  cutting  in  ? 

Mr.  Wallace.  Yes,   sir. 

Senator  Morgan.  And  that  is  always  in  loose  earth,  is  it  not;  and 
eoniparatively  uncertain? 

Mr.  Wallace.  Oh,  no,  sir.  Below  200  feet  there  is  no  trouble  at 
all  with  that;  and  we  had  no  trouble  whatever,  all  the  time  I  was  down 
there,  in  maintaining  our  working  tracks  under  our  shovels.  The 
trouble  we  had  withour  tracks  was  with  our  running  tracks  out  on 
oar  spoil  dumps,  where  we  had  to  put  in  sharp  curves  and  frogs  and 
swit^jnes,  and  where  the  equipment  was  rigid,  so  that  it  would  not  go 
around  the  curves,  and  the  track  would  settle  because  we  did  not  have 
any  material  to  ballast  it  with,  and  our  trains  would  go  off  the  track. 

Senator  Morgan.  When  you  got  down  to  digging  at  40  feet  below 
sea  level  in  these  compartments  we  speak  of,  and  blasting  out  the  stuff, 
you  could  not  use  shovels  there,  could  you? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  By  putting  them  down  on  a  level  with  the  bottom? 

Mr.  WALLACfi.  Oh,  yes;  they  would  go  right  down  on  a  level  with 
the  bottom.     That  is  all  hard  material  down  in  there. 

Senator  Morgan.  If  you  could  use  them  when  you  got  down  that 
deep,  why  could  you  not  use  them  before  you  got  down  that  deep,  by 
putting  your  shovel  against  this  breast  of  rock? 

Mr.  \i'ALLACE.  We  can;  only  it  is  not  safe  to  work  against  a  breast 
of  rock  that  is  more  than  about  so  high. 

Senator  Morgan.  It  is  not  safe? 

Mr.  Wallace.  It  is  not  safe.  You  are  liable  to  undermine  it,  and 
vou  are  liable  to  have  slides,  and  it  will  come  down  and  bury  your 
shovels  up.  In  other  words,  if  3^ou  were  working  your  shovels  in  that 
wav,  you  would  be  working  in  what  we  call  a  through  cutting.  The 
obfection  to  that  is  this:  That  j^ou  can  not  get  your  cars  ahead  of  your 
shovel  in  order  to  load  your  stuff  into  them;  you  can  only  load  one  car 
at  a  time,  and  then  you  have  got  to  take  that  car  out  and  put  another 
one  in. 
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Now,  the  reason  I  wanted  to  get  all  these  terraces  clear  through  the 
cut  and  then  start  and  cut  one  out  and  put  it  on  a  track,  and  then 
another  one,  was  so  that  they  would  get  the  cars  like  this — ^say  this 
was  the  face  we  were  working  against;  the  empty  cars  could  be  brought 
forward  on  that  terrace  and  switched  back  on  this,  and  could  be  led 
right  in  continuously  to  the  shovel,  so  that  the  cars  would  only  have 
to  be  set  at  the  shovels  during  the  noon  hours  and  the  night  and  morn- 
ing hours,  and  the  shovels  would  never  have  to  stop  loading  cars. 

Senator  Morgan.  The  point  1  am  trying  to  develop  is  just  this — 
that  as  j'^ou  go  deeper  into  this  cut,  until  3'ou  get  to  the  bottom  of  the 
prism  of  the  canal,  you  have  to  give  up  sfiovels  on  each  side  of  the  cut 
and  reduce  the  number  of  working  shovels,  until  finally  you  get  down 
to  four  in  the  bottom  of  the  canal  'i 

Mr.  Wallace.  No;  not  necessarily,  Mr.  Senator.  For  about  three 
years  your  shovels  will  be  put  in  in  increasing  numbers,  because  you 
will  be  developing  new  terraces.  Then  there  will  be  several  years 
that  you  can  work  the  same  number,  and  then  you  will  work  a  decreas- 
ing number  of  shovels. 

Senator  Morgan.  Yes. 

Mr.  Wallace.  The  essence  of  the  whole  matter  is  how  to  arrang-e 
that  work  so  that  you  can  work  the  greatest  number  of  excavating 
units  simultaneously  at  the  fullest  capacity  per  unit.  In  other  words^ 
if  you  can  work  ten  shovels  in  each  half  mile  and  handle  a  thousand 
yards  per  shovel,  you  will  make  better  progress  than  if  you  used  forty 
shovels  and  were  only  getting  100  yards  a  day  out  of  a  shovel.  So  it 
is  necessary  to  arrange  your  shovel  plan  so  that  your  feed  can  be  regu- 
larly and  properly  supplied  to  them,  so  that  the  operation  will  be 
continuous. 

Senator  Morgan.  Much  has  been  said  some  time  back,  and  even 
down  almost  to  the  jiresent  moment,  about  night  work  on  the  canal. 
Could  you  conduct  night  work  on  this  shovel  system? 

Mr.  Wallace.  I  did  not,  but  1  could  have  conducted  night  work^ 
and  I  think  night  work  could  be  conducted  more  favorably  on  the 
Isthmus  than  it  could  be  in  the  States. 

Senator  Morgan.  Why  ? 

Mr.  Wallace.  The  temperature  is  more  pleasant  to  work  in  there 
at  night,  and  you  can  work  the  year  round  at  night;  and,  properly 
lighted,  there  is  no  reason  in  the  world  why  you  can  not  work  at  night. 
At  least,  I  know  of  none. 

Senator  Morgan.  I  suppose  you  really  mean  to  say  that  you  can  do 
night  work  better  than  you  can  do  day^  work  in  that  locality  ? 

Mr.  Wallace.  In  that  locality;  but  on  the  other  hand,  as  I  said  a 
while  ago,  in  the  States  I  have  never  been  able  to  get  the  same  rate 
of  eflScienc}'  out  of  night  work  that  I  have  out  of  day  work.  One 
reason  has  been  that  the  works  have  not  been  sufficiently  lighted,  and 
the  laborers  are  more  apt  to  shirk;  they  can  get  in  the  sfiadow  and  can 
not  be  watched  as  well  as  thej^  can  in  the  daytime. 

Senator  Morgan.  So  far  as  I  am  concerned,  I  shall  have  to  drop  this 
interesting  view  of  the  subject.  It  is  very  interesting  to  me,  because 
it  is  very  instructive.  It  is  something  that  I  wanted  information 
about,  and  I  suppose  the  balance  of  the  committee  would  like  it;  but  I 
want  to  ask  you  some  other  questions  and  then  let  other  gentlemen  go 
into  this  matter. 
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You  were  first  appointed  chief  engineer  of  the  canal.  That  was 
your  first  appointment? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  What  was  the  date  of  it? 

Mr.  W'allace.  June  1,  1904. 

Senator  Morgan.  When  did  you  arrive  on  the  Isthmus? 

Mr.  Wallace.  I  arrived  on  the  Isthmus  in  the  latter  part  of  June, 
I  do  not  recollect  the  date. 

Senator  Morgan.  How  long  did  you  remain  there  before  you  came 
back  to  the  States? 

Mr.  Wallace.  1  came  back  in  the  latter  part  of  August  or  the  first 
of  September.     I  do  not  remember  the  exact  date. 

Senator  Morgan.  Were  you  appointed  a  Commissioner  before  you 
came  back? 

Mr.  Wallace.  No,  sir;  I  was  appointed  a  Commissioner  in  the  fol- 
lowing spring. 

Senator  Morgan.  The  following  spring? 

Mr.  Wallace.  In  April,  1905. 

Senator  Morgan.  Yes.  You  remained  chief  engineer,  then,  from 
June  until  April? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  And  then  you  were  made  a  Commissioner? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  W^here  were  you  when  you  were  appointed  a  Com- 
missioner 'i 

Mr.  Wallace.  I  received  my  appointment  in  New  York;  that  is,  it 
was  handed  to  me  in  New  York,  by  Mr.  Cromwell,' after  my  arrival 
from  the  Isthmus. 

Senator  Morgan.  ^  What  was  the  object  of  your  return  to  the  United 
States  at  that  time? 

Mr.  Wallace.  I  was  ordered  here  by  the  Secretary  of  War. 

Senator  Morgan.  For  any  particular  purpose  ? 

Mr.  Wallace.  In  order  to  assist  in  the  reorganization  of  the  Panama 
Railroad  or  for  a  general  conference. 

Senator  Morgan.  The  reorganization  ? 

Mr.  Wallace.  Yes.  You  Know  the  members  of  the  new  Commis- 
sion were  made  directors  of  the  Panama  Railroad.  1  was  never  told 
what  the  object  was  in  my  coming  to  the  States.  I  was  very  busy  at 
the  time. 

Senator  Morgan.  Did  you  have  any  connection  with  the  Panama 
Railroad  before  you  were  made  a  Commissioner? 

Mr.  Wallace.  None,  except  that  they  tried  to  appoint  me  general 
superintendent  of  it,  and  I  declined. 

Senator  Morgan.  You  declined  ? 

Mr.  Wallace.  Yes. 

Senator  Morgan.  And  did  not  accept  the  duties  of  the  office  at  all? 

Mr.  Wallace.  I  performed  the  duties  under  protest,  after  receiving 
instructions  from  Admiral  Walker  to  do  so.  As  I  set  forth  in  my 
previous  testimony,  the  notice  of  my  appointment  as  general  superin- 
tendent of  the  Panama  Railroad  came  first  from  Mr.  Cromwell. 

Senator  Morgan.  Your  notice  came  from  him  ? 

Mr.  Wallace.  My  notice  came  that  I  was  appointed.  Then  it  came 
from  Mr.  Drake,  the  vice-president  of  the  Panama  Railroad;  and  as 
Admiral  Walker,  the  chairman  of  the  Isthmian  Canal  Commission,  was 
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the  only  person  to  whom  I  was  supposed  to  report,  I  naturally  cabled 
him  and  asked  him  for  instructions.  That  correspondence  is  all  set 
forth  in  the  testimony  that  I  gave  when  I  was  before  your  committee 
the  last  time. 

Senator  Morgan.  The  position  of  superintendent  of  the  railroad^was 
tendered  to  you 'without  your  application^^ 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  And  you  declined  it  at  first? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan*  And  who  persuaded  you  to  take  it? 

Mr.  Wallace.  Admiral  Walker  practically  told  me  that  I  could 
perform  those  duties  temporarily.  In  declining  it,  in  writing  to  Mr. 
Drake,  I  said  that  as  somebody  had  to  perform  the  duties  I  was  willing 
to  perform  them,  but  I  would  do  it  under  protest  until  the  annual 
meeting  of  the  stockholders  and  the  board  of  directors,  when,  if  they 
desired  me  to  run  the  Panama  Railroad,  I  wanted  to  be  put  in  the 
oflBce  of  general  manager  or  vice-president. 

The  reason  that  I  objected  was  this:  No  man  can  serve  twomastei-s; 
and  if  I  should  have  taken  that  position  as  general  superintendent,  my 
line  of  report  would  have  been  through  Mr.  Drake,  of  the  New  York 
oflBce,  who  was  not  a  United  States  officer  at  all,  and  1  would  have  been 
serving  two  masters.  1  would  have  had  to  go  to  a  man  as  my  source 
of  authority  that  had  never  been  on  the  Isthmus,  and  did  not  know 
anything  about  the  Panama  railroad  except  what  he  got  from  letters 
and  cablegrams;  and,  more  than  that,  I  did  not  feel  that  there  should 
be  that  divided  responsibility.  I  mean,  that  I  should  not  serve  two 
masters. 

Senator  Morgan.  Is  there  any  such  office  as  general  superintendent 
provided  in  the  charter  of  the  Panama  Railroad  Company? 

Mr.  Wallace.  I  do  not  know. 

Senator  Morgan.  You  never  did  know? 

Mr.  Wallace.  No. 

Senator  Morgan.  And  do  not  know  yet? 

Mr.  Wallace.  No. 

Senator  Morgan.  How  long  did  you  perform  the  functions  or  duties 
of  general  manager  of  that  railroad  ? 

Mr.  Wallace.  Nominally  from  some  time  in  April — I  do  not  recol- 
lect the  exact  date  of  that  reorganization — until  about  the  28th  of 
June. 

Senator  Morgan.  You  sa\^  "nominally."  Whj'  do  you  use  that 
'  word  ? 

Mr.  Wallace.  Simply  because  I  did  not  get  back  on  the  Isthmus 
again,  right  in  direct  connection  with  the  road,  until  in  the  latter  part 
of  May. 

Senator  Morgan.  Then  you  never  have  been  in  actual  charge  as 
general  manager  of  this  railway? 

Mr.  Wallace.  I  was,  yes;  during  that  period. 

Senator  Morgan.  You  had  the  actual  charge  of  iti 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  Did  vou  give  your  attention  to  it? 

Mr.  Wallace.  I  gave  it  what  attention  1  considered  was  necessary 
while  I  held  that  position,  while  I  was  there. 

Senator  Morgan.  You  were  not  then  a  stockholder  ? 

Mr.  Wallace.  Yes,  sir:  I  was. 
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Senator  Morgan.  You  had  one  share  of  stock  ? 

Mr.  Wallace.  I  had  one  share  of  stock.  Each  one  of  us  bought  one 
share  of  stock  and  gave  our  check  for  it. 

Senator  Morgan.  Yes. 

Mr.  Wallace.  And  then  we  gave  the  Secretary  of  War,  I  think  it 
was,  an  option  on  that  stock  to  buy  it  back  again. 

Senator  Morgan.  Was  that  share  of  stock  sold  to  j'ou  for  the  pur- 
pose of  qualifying  you  as  general  superintendent'^ 

Mr.  Wallace.  No;  as  a  director. 

Senator  Morgan.  As  a  director? 

Mr.  Wallace.  As  a  director;  yes. 

Senator  Morgan.  But  at  the  time  of  your  appointment  as  general 
superintendent^  or  as  general  manager,  rather,  1  will  call  it — 1  oelieve 
that  is  what  you  call  it — ^you  had  no  share  of  stock? 

Mr.  Wallace.  Yes,  vsir;  I  did.  First  we  met  in  the  New  York 
office,  and  under  the  directions  of  the  Secretary  of  War,  Mr.  Crom- 
well and,  I  think,  Colonel  Edwards,  voted  the  stock  and  elected  us 
directors.  Then,  after  we  were  elected  as  directors  by  the  stock- 
holders, I  was  elected  vice-president  and  general  manager  by  the 
board  of  directors.     That  was  the  seauence. 

Senator  Morgan.  Oh,  yes — all  at  tlie  same  time,  in  New  York? 

Mr.  Wallace.  All  at  the  same  time,  in  New  York. 

Senator  Taliaferro.  From  whom  did  you  get  vour  share  of  stock, 
Mr.  Wallace? 

Mr.  Wallace.  I  do  not  know  where  it  came  from.  1  gave  my 
check  to  the  Secretary  of  War. 

Senator  Tall^ferr'o.  Personally  ? 

Mr.  Wallace.  Personallv.  That  is,  it  was  made  out  to  William 
Taft. 

Senator  Taliaferro.  To  whom  did  you  deliver  your  check? 

Mr.  Wallace.  I  delivered  my  checfe  to  Mr.  Cromwell,  I  think. 

Senator  Taliaferro.  Who  delivered  the  stock  to  you? 

Mr.  Wallace.  The  stock  was  never  actually  delivered  to  me.  The 
stock  was  j)roduced  at  that  meeting,  and  then  I  reassigned  that  stock — 
1  think  I  signed  it  in  blank;  1  do  not  remember  who  it  was  assigned 
to— and  gave  the  secretary'  an  option  to  purchase  that  stock  back  from 
me.  I  think  it  was  $10  that  he  paid  for  the  option.  So  that  in  the 
railroad  offices  at  New  York  was  retained  the  snare  of  stock  and  the 
option,  \*ou  understand. 

Senator  Morgan.  Did  he  pay  a^ou  the  $10? 

Mr.  Wallace.  They  paid  me  the  $10;  yes,  sir. 

Senator  Morgan.  That  is  all  you  ever  got  out  of  it? 

Mr.  Wallace.  That  is  all  I  ever  got  out  of  it.  My  check  came 
back,  though,  all  right,  indorsed;  that  is,  I  found  it. 

Senator  SIorgan.  Who  was  the  most  prominent  and  most  active  per- 
son in  having  you,  then,  forced  into  office,  first  as  a  director  and 
afterwards  as  general  manager  ? 

Mr.  Wallace.  That  was  all  undei*stood;  that  was  talked  over  at 
Washington  before  we  went  over  to  New  York. 

Senator  Morgan.  Talked  over  by  whom  and  with  whom? 

Mr.  Wallace.  It  was  talked  over  by  the  secretary  and  the  chair- 
man and  Magoon  and  I — that  is,  as  to  how  we  should  reorganize  this 
railroad  company. 
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Senator  Morgan.  Was  that  before  you  came  up  from  the  Isthmus? 

Mr.  Wallace.  No;  that  was  after  I  came  up  here,  in  April,  and  I 
said  1  wanted  the  control  of  the  railroad  on  the  Isthmus.  It  was 
understood  between  us  that  Mr.  Shonts  would  be  put  in  as  president 
and  would  handle  the  railroad  and  steamship  line  in  this  country,  and 
that  I  would  be  made  vice-president  and  general  manager  and  would 
handle  the  railroad  on  the  Isthmus. 

Senator  Morgan.  You  never  were  made  vice-president? 

Mr.  Wallace.  Yes;  I  was  made  vice-president. 

Senator  Morgan.  Vice-president — is  that  the  same  oflSce  you  call 
general  manager? 

Mr.  Wallace.  Vice-president  and  general  manager. 

Senator  Morgan.  Yes.  When  did  ^'^our  term  of  office  as  Commis- 
sioner begin  ? 

Mr.  Wallace.  That  was  about  the  Ist  of  April — the  first  week  of 
April. 

Senator  Morgan.  These  transactions  of  making  you  vice-president 
and  general  manager  and  Commissioner  were  practically  simultaneous? 

Mr.  Wallace.  No;  that  was  a  week  or  two  afterwards. 

Senator  Morgan.  That  you  were  made  vice-president  or  general 
manager? 

Mr.  Wallace.  Yes.  My  commission  as  Commissioner  was  signed 
by  the  President,  and  Mr.  Cromwell  met  me,  when  I  came  up  from 
the  Isthmus,  in  New  York,  and  I  was  taken  to  his  office  and  sworn  in 
as  a  Commissioner  and  my  commission  given  to  me. 

Senator  Taliaferro.  By  Mr.  Cromwell? 

Mr.  Wallace.  By  Mr.  Cromwell.  Now,  then,  I  was  a  day  or  two 
in  New  York,  and  when  I  came  over  to  Washington  we  had  our  con- 
ference about  what  to  do  with  the  Panama  Railroad.  Then  a  little 
later  we  all  went  back  to  New  York  and  reorganized  this  Panama 
Railroad  by  the  new  directors  coming  in  and  the  old  directors  going 
out.  That  was  a  week  or  two  weeks  later,  and  I  do  not  recollect  how 
much  time  elapsed  between  those  two  transactions. 

Senator  Morgan.  Where  were  you  when  you  were  first  informed 
that  you  were  to  be  or  had  been  made  a  Commissioner? 

Mr.  Wallace.  I  got  the  first  information  that  I  had  from  Mr. 
Cromwell. 

Senator  Morgan.  Where? 

Mr.  Wallace.  In  New  York. 

Senator  Morgan.  You  did  not  know  that  you  would  be  made  a  Com- 
missioner until  you  got  to  New  York? 

Mr.  Wallace.  Yes;  yes.     The  Secretary  wired  me  on  the  Isthmus? 

Senator  Morgan.  How;  by  telegram? 

Mr.  Wallace.  B}^  cable,  and  told  me  what  the  scheme  was,  and 
asked  me  what  I  thought  of  it. 

Senator  Morgan.  And  part  of  the  scheme  was  to  appoint  you 
Commissioner? 

Mr.  Wallace.  Yes— that  the  scheme  was  to  appoint  me  Commis- 
sioner and  put  me  on  the  executive  committee. 

Senator  Morgan.  And  also  to  make  you  general  manager  of  the 
railroad? 

Mr.  Wallace.  No;  nothing  was  said  about  the  railroad  at  all.  That 
all  came  afterwards. 

Senator  Morgan.  At  that  time  that  was  all  there  was  of  it? 
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Mr.  Wallace.  Yes. 

Senator  Mobgam.  ELad  you  ever  made  any  application  to  be 
appointed  a  Commissioner? 

Mr.  Wallace.  No,  not  in  that  way,  except  in  this  way:  When  I 
had  my  first  talk  with  Admiral  Walker,  at  the  start,  I  said  to  him: 
'"Now,"  Admiral,  1  don't  know  how  this  thing  is  going  to  work  out. 
You  may  not  be  able  to  carry  out  this  arrangement:  1  may  be  dissat- 
isfied down  there,  or  you  may  be  dissatisfiea  with  me,  or  mv  health 
may  not  stand  it,  or  a  great  many  things  may  occur.  Now,'^'  I  said, 
''the  majority  of  these  Commissioners  are  men  of  considerable  age, 
and  there  will  undoubtedly  be  a  vacancy  in  this  Commission  inside  of 
the  next  year  or  two  or  three  years: 

''Now,"  I  said,  "I  don't  want  you  to  pledge  that  you  will  recom- 
mend to  the  President  to  make  me  one  of  these  Commissioners;  but," 
I  said,  "  if  you  could  do  so  it  would  give  me  a  chance  after  I  got  that 
work  organized  and  started  to  come  back  to  the  States  here  and  serve 
on  the  (5>mmiesion;  and  I  think  the  experience  that  I  would  get  down 
there  would  make  me  a  valuable  member  of  it.  But,"  I  said,  '^  1 
simplv  want  to  tell  you  what  is  in  my  mind.  I  do  not  want  to  ask 
you  to  commit  yourself;"  and  the  Admiral,  as  I  understood  him,  said 
that  he  thought  it  would  be  a  very  good  plan.  That  is  the  only  conver- 
.^ation  that  I  recollect  I  ever  had  about  going  on  the  Commission. 
That  is,  I  mean,  I  never  applied  for  it. 

Senator  Morgan.  And  you  never  asked  anybodv  to  recommend  you? 

Mr.  Wallace.  I  do  not  think  I  ever  did;  at  least  I  have  not  any 
recollection  of  it. 

Senator  Taliaferro.  Did  anyone  ever  tell  you  that  they  meant  to 
recommend  you? 

Mr.  Wallace.  I  do  not  remember  of  any  pei*son  telling  me  that 
they  intended  to  recommend  me.     Of  course  there  is  this  thing:   I 

f)re8umed  after  I  got  down  there  that  that  would  be  a  logical  step  a 
ittle  later  on. 

Senator  Morgan.  I  suppose,  from  the  statements  you  have  made,  that 
vou  had  in  mind  an  expectation  that  after  you  had  gotten  the  engineer- 
ing work  thoroughly  under  way  you  would  prefer  not  to  live  in  the 
Lsthmus  on  account  of  your  family;  and  vou  were  looking  forward 
then  to  falling  back  upon  the  position  of  a  Commissioner,  not  required 
to  live  in  the  Isthmus,  rather  than  to  retain  the  position  of  chief 
engineer,  who  was  required  to  live  there?     Was  that  the  idea? 

Sir.  Wallace.  Yes;  that  was  in  my  mind. 

Senator  Morgan.  Was  it  strongly  in  your  mind  ? 

Mr.  Wallace.  Yes,  sir;  it  was  so  strongly  in  my  mind  that  that  was 
why  I  had  this  preliminary  conversation  with  Admiml  Walker. 

Sow,  what  may  have  occurred  is  this:  Different  men  may  have  at 
times  said  to  me  something  like  this:  ^' Why,  Wallace,  you  ought  to 
be  a  Commissioner,"  or  something  of  that  kind,  and  I  might  have  sim- 
ply smiled  and  passed  it  off  with  some  remarks.  But  I  never  made 
any  effort  to  get  on  the  Commission. 

Senator  Morgan.  After  you  were  notified  that  you  were  going  to 
be  a  Commissioner,  you  came  to  New  York? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  Soon  after? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  Within  a  few  days — ten  or  fifteen  days? 
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Mr.  Wallace.  Yes. 

Senator  Morgan.  And  then  you  met  Mr.  Cromwell,  or  Mr.  Crom-       I 
well  met  you  ?  I 

Mr.  Wallace.  Yes,  sir;  he  had  his  secretary  meet  me  at  the  boat 
with  a  carriage,  and  he  took  me  to  his  oflBce  where  Mr.  Cromwell  was 
waiting  for  me. 

Senator  Morgan.  Who  was  his  secretary  ? 

Mr.  Wallace.  I  do  not  remember  his  name. 

Senator  Morgan.  When  he  met  you,  did  he  advise  you  at  once  to 
qualify  as  commissioner? 

Mr.  Wallace.  Yes,  sir.  j 

Senator  Morgan.   Was  that  after  he  had  delivered  to  you  j^our        I 
commission  ? 

Mr.  Wallace.  That  was  simultaneous. 

Senator  Morgan.  He  brought  the  commission  to  you,  signed  by 
the  President? 

Mr.  Wallace.  Yes;  and  they^  swore  me  in  as  Commissioner.  1 
took  the  oath  there. 

Senator  Morgan.  And  it  was  administered  in  his  office? 

Mr.  Wallace.  In  his  otfice;  yes,  sir.  I 

Senator  Morgan.  What  reason  did  he  assign  to  you  for  desiring        \ 
that  the  oath  should  be  administered  at  once? 

Mr.  Wallace.  He  simplv  said  that  the  Secretar}'  desired  that  I  be 
sworn  in  as  soon  as  I  landed.  He  said  he  did  not  know  what  business 
micfht  come  up  in  which  it  might  be  necessary  for  me  to  take  action, 
ana  that  thev  thought  it  would  be  better  that  I  be  sworn  it  at  once. 

Senator  Morgan.  In  your  former  examination  you  stated  this,  as  I 
remember,  that  he  said  to  j^ou  that  he  wanted  you  to  be  sworn  in 
before  vou  saw  Shonts. 

Mr.  \Vallace.  No,  no;  you  misunderstood  me.  He  said  that  Mr. 
Shonts  was  in  the  city,  and  Mr.  Shonts  and  I  might  want  to  get 
together  and  transact  business,  and  that  the  Secretary  wanted  me 
sworn  in  as  soon  as  I  landed. 

Senator  Morgan.  Did  he  make  a  point  on  that — that  as  soon  as  you 
landed  vou  should  be  sworn  in  ? 

Mr.  Wallace.  Well,  it  was  immediately^  and  he  had  the  carriage 
there  waiting  to  take  me  to  his  office,  although  it  was  at  night,  and  he 
seemed  to  attach  a  great  deal  of  importance  to  having  it  done  right 
away.  I  never  questioned  it  at  all.  I  understood  that  he  maintained 
close  confidential  relations  to  the  Secretary,  and  I  presumed  that  he 
was  carrying  out  the  Secretary's  will  and  instructions. 

Senator  Morgan.  Up  to  that  time  Mr.  Cromwell  had  close,  confi- 
dential relations  with  you,  too,  did  he  not? 

Mr.  Wallace.  Weil,  we  were  always  friendly. 

Senator  Morgan.  Yes;  up  to  that  time? 

Mr.  Wallace.  Yes,  sir;  we  have  always  been  friendly  since.  We 
have  had  no 

Senator  Morgan.  You  have  not  fought  each  other? 

Mr.  Wallace.  We  have  not  fought  each  other;  no. 

Senator  Taliaferro.  You  knew  Mr.  Cromwell  for  some  time  before 
you  took  this  position  on  the  Isthmus? 

Mr.  Wallace.  1  never  met  him  until  I  met  him  when  he  appeared 
before  the  Commission  to  lay  that  bill  of  extras  before  it,  in  June,  1904. 
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Senator  Morgan.  After  you  were  appointed  a  Commissioner,  you 
then  came  to  Washington  and  participated  in  the  reorganization  of  the 
Canal  Commission  ? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  Which  of  the  old  members  had  gone  out? 

Mr.  WALiiACE.  All  except  Major  Harrod.  All  of  the  old  Commis- 
sioners were  eliminated  except  Major  Harrod,  of  New  Orleans.  He 
wa«  retained  on  the  new  Commission,  and  he  is  there  yet. 

Senator  Morgan.  Was  he  reappointed,  or  just  retamed? 

Mr.  Wallace.  I  do  not  know.     1  suppose  he  was  reappointed. 

Senator  Morgan.  Had  the  former  Commission  resigned? 

Mr.  Wallace.  I  do  not  know  about  that,  although  they  were  not 
there  in  office  when  1  came  back. 

Senator  Morgan.  Was  it  the  understanding  that  they  had  resigned? 

Mr.  Walij^ce.  1  did  not  have  any  understanding  about  it.  Senator. 
They  were  simply  eliminated;  I  do  not  know  how  or  why. 

Senator  Morgan.  Was  any  cause  ever  a.ssigned  during  these  inter- 
views, in  your  hearing,  for  the  unanimous  resignation  of  the  former 
Commission  i 

Mr.  Wallace.  No;  I  never  heard  any  particular  cause. 

Senator  Morgan.  Do  you  know  any  reason  for  it  now  ? 

Mr.  Wallace.  No,  sir. 

Senator  Morgan.  Had  there  been  any  delinquency,  within  your 
knowledge — for  you  had  worked  there  several  months  with  them  and 
under  them  as  chief  engineer— had  there  been  any  delinquency  on  the 
part  of  either  of  them  so  far  as  you  knew  ? 

Mr.  W^ALLACE.  The  only  criticism  that  I  ever  made,  directlj'^  or 
indirectly,  on  that  Commission,  was  the  general  criticism  that  you 
could  not  expect  to  get  efficient  executive  action  out  of  any  body  of 
seven  men. 

Senator  Morgan.  It  was  too  large  ? 

Mr.  Wallace.  It  was  too  large. 

Senator  Morgan.  There  were  too  many  of  them? 

Mr.  Wallace.  There  were  too  many  of  them. 

Senator  Morgan.  Was  it  a  case  of  too  much  talent  or  too  much 
energy,  or  what  was  it? 

Mr."  Wallace.  There  were  too  many  differences  of  opinion,  and 
the  body  was  too  cumbersome  for  an  executive  organization. 

Senator  Morgan.  But  you  went  into  a  commission  that  contained 
the  same  number? 

Mr.  Wallace.  Yes. 

Senator  Morgan.  Was  that  too  cumbersome  ?  ^Vhat  is  your  opinion 
about  it? 

Mr.  Wallace.  The  impression  created  in  my  mind  from  the  things 
that  I  heard  was  that  in  that  new  Commission  the  four  members  of  it 
who  were  engineers  were  only  to  exercise  what  you  might  call  advisory 
functions.  In  other  words,  there  was  an  Executive  order  issued  in 
connection  with  the  organization  of  the  new  Commission,  which  is  a 
matter  of  record,  whicn  practically  placed  the  power  in  the  hands  of 
an  executive  committee  of  three.  That  committee  was  composed  of 
Mr.  Shonts  and  Judgje  Magoon  and  myself. 

Senator  Morgan.  Who  was  the  fourth  man  that  you  have  just  men- 
tioned? 
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Mr.  Wallace.  The  other  four  were  the  four  engineers — that  is, 
Major  Harrod,  General  Ernst,  General  Hains,  and  Admiral  Endicott. 
This  order  provided  that  the  executive  committee  should  meet  twice  a 
week  on  the  Isthmus;  and  it  was  my  understanding  of  that  Executive 
order  that  each  member  of  this  executive  committee  had  charge  of  a 
department  in  which  he  was  to  be  practically  supreme,  and  that  the 
chairman  had  no  power  over  any  of  us  except  so  far  as  he  had  a  vote 
to  cast.  Now,  I  nate  to  repeat  conversations,  because  whenever  I  do 
that  it  brings  up  a  question  of  veracity. 

Senator  Morgan.  Oh,  well,  those  questions  are  up  every  day  here. 
Mr.  Cromwell  has  made  them  on  you,  and  1  want  to  see  if  you  can  get 
out  of  them. 

Mr.  Waltace.  When  the  Secretary  cabled  me  the  constitution  of 
this  Commission,  the  impression  that  his  cablegram  made  on  my  mind 
was  that  Mr.  Shonts's  duty  was  to  be  confined  to  that  of  purchasing 
agent  in  the  United  States,  and  such  routine  work  as  was  necessary  to 
be  performed  here. 

Senator  Morgan.  Whose  cablegram  was  that? 

Mr.  Wallace.  That  was  the  Secretary  of  War's. 

Senator  Morgan.  Yes. 

Mr.  Wallace.  When  I  came  up  I  found  that  the  Executive  order 
provided  for  a  certain  distribution  of  authority  and  specified  that  Mr. 
ohonts  should  spend  half  his  time  on  the  Isthmus  and  half  in  this 
country.  Just  before  1  went  back  I  was  notified  by  Mr.  Shonts  that 
the  President,  in  order  to  induce  him  to  take  this  chairmanship  of  the 
Commission,  had  practically  promised  him  absolute  dominating 
authority  over  us  all.  Now,  those  were  not  his  exact  words;  but  he 
first  mentioned  it  to  me  in  an  easy,  smiling  way,  and  I  did  not  really 
know  what  weight  to  put  on  it;  and  it  was  not  until  after  I  went  back 
to  the  Isthmus  that  he  commenced  to  give  me  instructions  which 
would  indicate  that  he  intended  to  ''run  the  job."     Now,  Senator 

Senator  Morgan.  That  is  all  in  regard  to  the  new  Commission.  I 
want  to  get  back  to  the  old  one. 

Senator  Kittredge.  You  were  about  to  add  something,  Mr.  Wallace. 

Mr.  Wallace.  What  I  was  going  to  add  was  this:  That  these  per- 
sonal matters  are  very  unpleasant  for  me,  and  I  am  through  with  the 
whole  thing  now.  I  am  simply  a  private  citizen,  like  everyone  else, 
and  I  hope  you  will  not  press  me  on  anything  of  a  personal  nature 
any  further  than  you  consistentlv  can.  I  am  perfectly  willing  to  come 
here  and  answer  any  questions  that  you  wish  and  to  help  you  in  any 
way  toward  getting  knowledge  on  this  subject,  but  I  do  hope  that 
you  will  not  press  me  on  these  personal  matters. 

Senator  Taliaferro.  You  have  spoken,  Mr.  Wallace,  of  a  conver- 
sation between  Mr.  Shonts  and  yourself. 

Mr.  Wallace.  Yes. 

Senator  Taliaferro.  In  which  he  intimated  to  you  that  he  had 
been  given  a  free  hand  in  the  management  of  the  work.  Did  you 
understand  from  him  that  that  part  of  the  executive  order  which 
required  that  he  should  spend  half  of  his  time  on  the  Isthmus  had 
been  abated  or  revoked? 

Mr.  Wallace.  No,  I  did  not  understand  that,  I  understood  that 
he  practically  would  be  allowed  to  run  things  to  suit  himself. 

Senator  Taliaferro.  Including  that? 
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Mr.  Wallace.  That  particular  thing  did  not  occur  in  connection 
with  it. 

Senator  Taliaferro.  He  never  spent  his  time  there  ? 

Mr.  Wallace.  No,  sir. 

Senator  Morgan.  I  do  not  wish  Mr.  Wallace  to  bring  up  any  matter 
at  all  that  would  have  a  tendency  to  involve  him  in  any  personal  con- 
troversy with  any  person  at  all.  But  what  transpired  there  was  between 
public  officials;  and  all  of  their  dealings  with  each  other  of  a  material 
sort  I  think  are  necessary  to  be  known  by  the  committee,  in  order  that 
we  may  know  what  recommendations  to  make  to  the  Senate  as  to  the 
future  conduct  of  this  canal. 

Mr.  Wallace.  I  will  answer  3^our  questions,  of  course,  freely,  Mr. 
Senator.     The  only  thing  is  that  I  put  myself  on  your  mercy. 

Senator  Morgan.  Can  you  state  any  reason  known  to  you,  or  any 
reason  urged  by  superior"^  authority  or  b}'  any  of  the  Commissioners, 
why  the  old  Commission  was  removed,  beyond  the  one  that  you  have 
stated — that  it  was  too  large  ^ 

Mr.  Wallace.  1  do  not  know  of  BLvy.  Of  cour»e,  there  was  all  sorts 
of  gossip  going  around  in  those  days,  but  the  impression  seemed  to  be 
that  the  work  was  not  effectively  carried  out  because  there  were  so 
many  men  on  the  Commission. 

Senator  Morgan.  I  notice  from  the  proceedings  of  that  Commis- 
sion which  are  recorded  here  that  at  every  meeting  they  were  all 
present,  except  while  Mr.  Barclay  Parsons  was  excused  because  of 
some  engagement  he  had  in  London,  which  had  been  provided  for 
l)efore  his  appointment;  and  they  worked  all  through  the  summer 
there,  the  yellow-fever  months,  and  all  that  sort  of  thing,  day  after 
day.  They  seem,  from  the  minutes  which  I  hold  in  my  hand,  to  have 
done  a  vast  amount  of  work,  at  least  in  the  organization  of  the  gov- 
ernment of  the  Panama  Zone,  and  providing  for  the  future  successful 
opemtions  of  the  engineering  and  the  supply  departments,  the  labor 
department,  the  pay  department,  and  all  of  the  other  departments, 
particularly  the  medical  department.  These  records  show  a  vast 
amount  of  work,  and,  as  far  as  1  have  gone  into  the  matter,  very  clear 
and  proper  work. 

Do  you  recollect  that  any  order  or  vote  or  resolution  in  regard  to 
any  matter  contained  in  these  proceedings  here  was  ever  revoked  by 
the  President? 

Mr.  Wallace.  I  never  heard  of  any;  no,  sir;  and  I  never  heard  any 
criticism  on  the  ability  or  on  the  singleness  of  purpose  of  any  member 
of  that  Commission,  individually. 

Senator  Morgan.  Or  their  industry? 

Mr.  Wallace.  Or  their  industry. 

Senator  Morgan.  Or  their  staying  at  their  posts  and  working  under 
unpleasant  conditions — unpleasant  physical  conditions,  I  mean? 

Mr.  Wallace.  I  never  neard  of  any  criticism  of  that  kind;  no,  sir. 

Senator  Morgan.  Everv  one  of  these  orders  and  reports  was  sub- 
mitted to  the  Secretary  of  War! 

Mr.  Wallace.  1  do  not  know  as  to  that.  I  presume  they  were, 
because  they  were  official. 

Senator  Morgan.  That  was  required  to  be  done? 

Mr.  Wallace.  Yes. 

Senator  Morgan.  This  book  shows  that  they  were. 
FO— ▼olS— 06 6 
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Mr.  Wallace.  I  have  no  knowledpre  of  that.  I  was  on  the  Isthmus 
and  they  were  here,  of  course. 

Senator  Morhan.  The  first  Isthmian  Canal  Commission  (the  Walker 
commission  of  construction  I  will  call  it;  there  had  been  a  previous 
Walker  commission,  but  that  was  one  of  exploration,  and  then  after 
y^e  bought  the  property  the  commission  of  construction  wa.s  appointed) 
entered  upon  its  duties  with  nobody  present  of  the  commissioners 
except  General  Davis,  who  was  the  governor  of  the  Canal  Zone.  He 
was  the  only  man  that  was  there  at  first,  and  then  he  was  soon  joined 
by  Mr.  Heeker,  and  others  came  in  afterwards. 

Prior  to  Davis  taking  hold  there  as  governor  and  undertaking  to 
establish  a  government  and  to  get  the  United  States  in  possession,  to 
accomplish  or  to  begin  to  accomplish  its  great  task  of  digging  tlii.^ 
canal,  the  reports  inform  us  that  no  laws  prevailed  there  except  the 
laws  of  Colombia;  that  the  Panama  Canal  Company  and  the  railroad 
company,  which  were  separate  organizations,  had  no  right  to  pass  any 
police  regulation  or  an}^  law  or  resolution  of  a  governing  chamcter, 
but  they  were  subordinate  entirely  to  the  laws  of  Colombia,  and  some 
of  the  laws  of  the  State  of  Panama,  which  was  then  a  State  of  the 
Republic  of  Colombia,  and  that  that  system  had  to  be  entireh'  aban- 
doned and  a  new  system  substituted  for  it. 

In  the  situation  in  which  that  work  was  at  the  time  Davis  took  hold 
of  it  as  governor,  was  it  not  a  reall}^  herculean  task  to  frame  all  of 
these  statutes,  to  make  all  of  these  provisions  for  the  inaugurating  of 
any  kind  of  work  there,  and  for  getting  labor  and  for  getting  material 
and  for  cleaning  up  the  di'fbris  of  the  Panama  Canal  Company  (  Was 
it  not  a  very  heavy  task  { 

Mr.  W^ALLACE.  Yes,  it  was;  and,  personallv,  1  have  never  thought 
that  the  Walker  commission  received  anything  like  the  recognition 
that  it  should  for  the  service  it  rendered,  particularly  General  Davis. 

Senator  Morgan.  Yes.  Now,  during  the  operations  of  that  Cora- 
mission  were  you  aware  of  any  general  public  complaint  as  to  the  work 
that  they  were  conducting  there— of  the  manner  of  tneir  conducting  it  or 
the  diligence  and  skill  and  wisdom  with  which  they  projected  and  con- 
ducted tne  work  there — on  the  Isthmus  in  tr\'ing  to  inaugurate  a  system 
of  government  and  a  system  of  labor? 

Mr.  Wallace.  I  never  heard  any  criticism  on  it.  The  only  criti- 
cism was  something  that  was  due  to  an  impatient  desire,  of  course, 
upon  the  part  of  evervone  to  see  things  move  a  little  faster. 

Senator  Morgan.  To  "make  the  dirt  fly  ?" 

Mr.  Wallace.  To  "  make  the  dirt  fl^-."  Of  course  my  criticism  was 
not  directed  so  much  at  the  Commission  as  it  was  at  the  method.  I 
could  not  get  any  material,  and  I  could  not  get  anything  furnished  for 
me — I  mean  in  tne  way  that  I  thought  I  ougnt  to  have  it;  but  that  was 
not  due  to  any  want  of  effort  upon  the  part  of  the  individual  members 
of  the  Commission. 

Senator  Morgan.  They  did  all  that  they  could? 

Mr.  Wallace.  They  seemingly  did  all  that  they  could. 

Senator  Morgan.  And  they  stayed  there  and  did  their  work? 

Mr.  W^ALLACE.  Yes,  sir;  tHat  is,  they  were  down  there  for  about 

Senator  Morgan.  And  they  were  all  able  men  i 

Mr.  Wallace.  Thev  were  all  able  men. 


Senator  Morgan.  And  devoted  to  duty  ? 
Mr.  Wallace.  Yes,  sir. 
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Senator  Morgan.  Can  3'ou  sfive  the  committee  an  idea  of  the  situa- 
tion of  that  canal  at  the  time  this  property  and  this  Zone  were  turned 
over  to  the  possession  of  the  United  States — the  situation  in  which  the 
French  left  the  canal  ? 

Mr.  Wallace.  As  far  as  the  situation  was  concerned,  it  was  simply 
that  it  was  a  jungle. 

Senator  Morgan.  Chaos. 

Mr.  Wallace.  Just  simply  chaos  from  one  end  of  the  Isthmus  to 
the  other,  and  grown  up  with  a  jungle,  except  the  small  amount  of 
work  on  which  four  or  hve  hundred  men  were  employed  at  Culebra, 
and  they  were  doing  all  their  work  there  by  hand. 

Senator  Morgan.  They  did  not  even  have  any  of  these  little  French 
scoops  or  shovels? 

Mr.  WalIwACE.  No;  they  were  doing  their  work  entirely  b}"  hand. 

Senator  Morgan.  Entirely  by  hand? 

Mr.  Wallace.  Yes;  hand  drilling  and  everything  else. 

Senator  Morgan.  How  many  hundred  years  would  it  have  taken 
them  to  have  completed  that  canal  with  the  force  that  they  had  on 
hand  then,  working  by  hand? 

Mr.  Wallace.  Oh,"^  I  suppose  from  two  to  three  hundred. 

Senator  Morgan.  From  two  to  three  hundred  years? 

Mr.  Wallace.  Yes,  sir. . 

Senator  Morgan.  I  do  not  suppose  that  you  consider  that  the  work 
that  the}'  were  doing  there  was  being  done  with  an  earnest  effort  to 
complete  the  canal,  or  with  an  expectation  that  it  could  be  completed 
at  that  rate  of  work? 

Mr.  Wallace.  Oh,  no;  that  was  utterly  impo.-hible.  It  seemed 
more  like  a  c^ase  of  their  simply  spending  tte  least  possible  amount  of 
monev  in  order  to  retain  possession  of  the  franchise.  That  was  the 
way  tliat  it  impressed  me. 

Senator  Morgan.  They  were  working  just  enough  to  keep  Colombia 
from  forfeiting  the  franchise? 

Mr.  Wallace.  That  is  the  way  it  impressed  me;  yes. 

Senator  Morgan.  As  to  the  machinery  that  \^ou  found  there  in  the* 
jungle  and  about  in  different  places  along  the  railroad  track  and  along 
the  canal  work,  what  condition  was  that  m  ? 

Mr.  Wallace.  The  machinery  that  had  not  been  issued  to  contract- 
ors, but  was  housed,  was  in  first-rate  condition.  The  machinery 
that  had  been  issued  to  contractors  and  had  been  put  in  use  was  scat- 
tered in  a  heterogeneous  mass  all  over  that  canal,  and  was  out  in  the , 
jungle,  and  was  just  as  they  had  left  it  at  the  time  they  went  into 
liquidation. 

Senator  Morgan.  There  is  a  good  deal  of  it  that  has  not  been  dis- 
covered yet,  is  there  not? 

Mr.  Wallace.  I  presume  there  is. 

Senator  Morgan.  Is  it  not  a  faet  that  when  they  want  to  get  certain 
descriptions  of  machinery  down  there  that  they  are  not  immediately 
!<npplied  with,  they  go  out  into  the  jungle  and  hunt  it  up? 

Mr.  Wallace.  On,  that  is  frequentlv  the  case;  yes,  sir. 

Senator  Morgan.  That  was  frequently  the  case? 

Mr.  Wallace.  Yes. 

Senator  Morgan.  Like  a  man  hunting  a  venison  down  with  a  pack 
of  dogs? 
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Mr.  Wallace.  Yes;  they  had  a  complete  record  of  everything  they 
had  on  hand. 

Senator  Morgan.  The}'^  had  it  on  papers 

Mr.  WALiJkCE.  It  was  all  on  paper;  yes. 

Senator  Morgan.  But  it  was  out  in  the  woods  ^ 

Mr.  Wallace,  it  was  out  in  the  woods.  But  the  material  in  their 
storehouses  was  admirabU"  arranged  and  was  well  taken  care  of. 

Senator  Morgan.  The  part  of  it  that  was  under  the  control  of  the 
milway  was  pretty  well  managed,  was  it  noti^ 

Mr.  Wallace.  Yes.  While  I  think  the  railroad's  policy  was  radi- 
cally wrong,  the  carrying  out  of  that  policy,  as  far  as  the  maintenance 
and  operation  of  the  railroad  on  the  Isthmus  was  concerned,  was 
admirably  done.  That  is,  Colonel  Shaler,  the  geueml  superintendent, 
and  Mr.  Prescott,  the  assistant  superintendent,  and  the  staff  under 
them  did  the  very  best  they  could  with  the  facilities  they  had  at  hand. 

Senator  Morgan.  Now,  Mr.  Wallace,  at  the  time  this  first  commis- 
sion of  construction,  the  Walker  commission^  took  charge  there,  was 
it  possible  to  prepare  that  commission  for  proper  work  such  as  the 
American  Government  expects  to  do  inside  of  a  period  of  two  years? 

Mr.  Wallace.  In  my  hrst  conference  with  the  commission  after  I 
was  appointed  chief  engineer  I  asked  for  two  years  in  which  to  make 
preparatory  arrangements;  and  I  thought  then,  and  I  think  now,  that 
two  years  was  little  enough. 

Senator  Morgan.  It  has  proved  to  be  too  little,  has  it  not? 

Mr.  Wallace.  Yes. 

Senator  Morgan.  Very  much  too  little  ? 

Mr.  Wallace.  Yes;  little  enough  to  get  things  together  and  build 
up  an  organization  and  get  a  good  start  at  the  real  work  in  a  real  way. 

Senator  Morgan.  Under  both  Davis  and  Magoon,  and  also  under 
Shonts,  have  not  the  officers  of  the  Government  who  have  been  on  the 
Isthmus,  practically  engaged  in  the  work  there,  employed  all  possible 
diligence,  in  your  opinion,  to  clean  up  this  mass  of  waste  and  chap- 
paral,  or  whatever  it  is?  Have  not  these  officers,  all  that  have  been 
=there,  dutifully  emploj^ed  themselves  in  strenuous  efforts  to  accom- 
plish this  task  of  cleaning  up? 

Mr.  Wallace.  I  think  they  have;  but,  of  course,  since  I  left  there 
the  only  means  I  have  of  judging  is  what  I  have  seen  in  the  newspa- 
pers, and  what  I  have  seen  in  the  testimony  before  this  committee. 

Senator  Morgan.  Leaving  out  of  view,  now,  all  the  reports,  was  it 
your  observation,  as  long  as  you  stayed  on  the  Isthmus  there,  that 
both  the  Commissions,  the  first  one  and  the  second  one,  did,  through 
the  men  who  remained  on  the  Isthmus  and  devoted  themselves  to 
work,  all  that  could  practically  be  done  in  cleaning  up  and  making 
preparation  far  the  real  work  of  digging  the  canal? 

Mr.  Wallace.  1  think  so;  yes. 

Senator  Morgan.  You  know  of  no  criticism  upon  their  operations 
that  would  show  any  suspicion  of  delinquency  on  the  part  of  any  of 
them? 

Mr.  Wallace.  From  such  knowledge  as  I  have  I  do  not  know  of 
any;  no. 

Senator  Morgan.  When  the  new  organization  took  place,  and  its 
labors  were  divided  up  in  the  manner  in  which  you  have  indicated,  and 
which  is  shown  upon  these  records,  was  there  any  additional  spur  put 
into  the  work  greater  than  had  been  employed  before  under  the  nrst 
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Walker  Commission  ?  Was  there  any  greater  success  in  tlie  operations 
after  the  new  Commission  got  in  than  there  was  before,  during  the 
time  that  you  remained  there? 

Mr.  Wallace.  Well,  the  furnishing  of  materials  was  slightly 
expedited,  and  I  looked  upon  the  new  organization  as  an  improvement 
of  the  old  organization. 

Senator  Moboan.  As  an  organization  ? 

Mr.  Wallace.  As  an  organization. 

Senator  Moboan.  I  am  speaking  of  the  execution  of  it. 

Mr.  Wallace.  The  time  was  so  short  and  was  so  interlaced  with 
what  had  been  done  before  that  it  would  be  a  very  diflScult  matter  to 
tell. 

Senator  Morgan.  Did  you  have  to  undo  anything,  or  anything  of 
importance,  that  the  first  Commission  had  done? 

Mr.  Wallace.  Nothing  of  any  importance.  The  work  was  in  expe- 
diting the  getting  of  material  down  there  and  things  of  that  sort. 

Senator  Moboan.  Yes.  Did  that  first  Commission  do  any  work  or 
have  any  work  done  there  that  had  to  be  thrown  away? 

Mr.  Wallace.  Not  an  item  that  I  know  of. 

Senator  Morgan.  Not  an  item  that  you  know  of  ? 

Mr.  Wallace.  No,  sir. 

Senator  Morgan.  There  is  some  story  going  around  that  in  your 
work  there  as  chief  engineer  you  had  fixed  your  dumps  at  places  where 
they  would  hereafter  havie  to  be  removed. "  Is  that  true? 

Mr.  Wallace.  That  is  not  true,  and  Mr.  Stevens,  the  present  chief 
engineer,  in  his  examination  went  on  record  as  saying  that  it  is  not 
true. 

Senator  Morgan.  So  that  no  work  has  been  done  in  vain  there,  so 
far  as  you  knowf 

Mr.  Wallace.  Not  a  dollar's  worth,  as  far  as  I  know. 

Senator  Morgan.  And,  so  far  as  you  know,  an  observance  of  duty 
and  diligence  and  earnest  interest  in  the  work  have  been  manifested  and 
exhibited  by  all  who  were  concerned  in  that  work  in  the  higher  ranks 
of  oflBce? 

Mr.  Wallace.  I  think  so. 

Senator  Morgan.  In  the  new  organization  there  appear  here  to  have 
been  a  great  man}'  appointments  made.  They  were  made  by  the  heads 
of  these  departments  into  which  the  work  was  divided.  There  was 
one  grand  division  in  the  separation  into  departments;  one  consisted 
of  four  engineers  and  the  other  consisted  of  tnree  men,  who  formed  an 
executive  committee.  The  four  engineer  appear  to  have  had  charge 
of  all  the  subjects  connected  with  engineering  proper  and  the  conduct 
of  the  engineering  work.     Is  that  right? 

Mr.  Wallace.  No,  sir;  they  were  not  supposed  to  have  any  direc- 
tion, up  to  the  time  that  I  left,  over  the  engineering  work  on  the 
Isthmus. 

Senator  Morgan.  Who  had  it? 

Mr.  Wallace.  That  is,  I  mean  except  so  far  as  their  votes  went  at 
the  quarterly  meetings  of  the  Commission  on  such  questions  as  might 
be  submitted  to  them  by  the  executive  committee. 

Senator  MoROAif.  By  the  executive  committee  ? 

Mr.  Wallace.  By  the  executive  committee;  jes,  sir. 

Senator  Morgan.  So  that  engineering  work  had  first  to  undergo  the 
approval  of  the  executive  committee  if 
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Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  And  then  that  had  to  undergo  the  criticism  and 
approval  or  disapproval  of  the  quarterly  meetings  of  the  full  board? 

Mr.  Wallace.  Yes;  that  is  the  way  I  understand  it. 

Senator  Morgan.  During  that  period  and  up  to  the  date  of  and 
more  particularly  after  the  reorganization  there  was « this  very  long 
list  of  appointments  to  oflSce? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  These  men  that  were  appointed  assembled  there 
on  the  Isthmus? 

Mr.  Wallace.  I  only  know  of  those  in  whose  appointment  I  was 
instrumental. 

Senator  Morgan.  Yes. 

Mr.  Wallace.  I  do  not  know  anything  about  anything  that  has 
occurred  since  I  left  there. 

Senator  Morgan.  I  know;  not  since  you  left  there,  but  while  you 
were  there,  these  men  were  assembling  to  fill  the  places  given  them 
under  each  of  these  chiefs  of  departments? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  Corresponding  in  some  sense  to  the  heads  of 
departments  here  in  the  Government? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  The  appointments  were  made  by  the  heads  of  the 
departments? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  But  the  Commission,  as  a  body,  had  the  right  to 
overrule  and  strike  out  any  that  they  did  not  approve  of.  They  rati- 
fied and  confirmed  them,  every  one  of  them,  by  resolution? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  With  perhaps  one  or  two  exceptions.  Did  not 
that  produce  a  very  sudden  and  great  influx  of  gold  men  upon  the 
Isthmus? 

Mr.  Wallace.  The  increase  in  the  gold  men,  I  think,  was  more 
rapid  after  the  1st  of  April  than  it  was  before.  I  have  not  at  hand 
the  list,  but  there  are  records  that  show  exactly  how  many  came  down 
each  month. 

Senator  Morgan.  And  they  came  down  there  without  any  prepara- 
tion of  an  important  character  having  been  made  for  their  accommo- 
dation in  the  way  of  houses  ? 

Mr.  Wallace.  No,  sir.  I  never  saw  any  white  men  that  came  to 
the  Isthmus  at  the  time  I  was  there  that  were  not  just  as  well  or  bet- 
ter provided  for  than  the^^  would  have  been  if  they  had  gone  out  on  a 
¥iece  of  railroad  work  in  the  United  States.  Of  course  this  was  true: 
here  were  not  buildings  or  accommodations  enough  to  take  care  of 
the  men  the  way  the  men  would  like  to  be  taken  care  of  that  intended 
to  bring  their  families  and  stay  ten  years  on  a  piece  of  work — that  is 
very  tine;  but  the  men  that  came  down  .there  were  comfortably 
housed,  and  while  they  had  to  put  up  with  some  inconvenience,  as  I 
said  before,  the  inconveniences  were  not  as  great  as  they  would  have 
had  to  put  up  with  if  they  had  gone  out  into  Iowa  or  Illinois  on  the 
construction  of  a  new  railroad  line  in  this  country.* 

Senator  Morgan.  Those  accommodations  had  been  provided  for  them 
by  the  repair  of  houses  and  the  building  of  houses  by  the  first  Walker 
commission? 
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Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  They  had  made  all  that  preliminary  preparation? 

Mr.  WALiJkCE.  Yes,  sir;  and  we  had  built  two  hotels.  1  do  not 
think  any  large  hotels  have  been  built  since.  I  have  not  heard  of  any. 
But  at  the  time  I  left  there  the  large  hotel  at  Corozal  and  the  large 
hotel  at  Culebra  were  in  actual  service. 

Senator  Morgan.  Yes. 

Mr.  Wallace.  And  other  buildings  were  being  put  up  just  as  fast 
as  the  material  could  arrive  on  the.  Isthmus  to  put  them  up.  My  rec- 
ollection is  that  we  had  a  force  of  about  1,700  or  1,800  men  whose  sole 
duty  was  the  repair  and  erection  of  houses  for  the  rest  of  the  men  to 
live  in. 

Senator  Morgan.  There  was  also  a  very  rapid  influx  of  labor  into 
the  Zone  ? 

Mr.  W'allace.  It  has  been  increasing  right  along.  From  the  1st 
of  July,  1904,  until  the  1st  of  July,  1905,  my  recollection  is  that 
between  9,0(X>and  10,000  men  arrived  on  the  Isthmus. 

Senator  Morgan.  Silver  men? 

Mr.  Wallace.  Silver  and  gold,  altogether. 

vSenator  Morgan.  So  that  influx  was  comparatively  very  rapid? 

Mr.  Wallace.  Some  of  them  returned.  I  do  not  remember  how 
many  were  actually  on  the  rolls. 

Senator  Morgan.  Of  course,  providing  food  and  quarters  for  those 
men  was  an  embarrassing  and  difficult  proposition  ? 

Mr.  Wallace.  It  was. 

Senator  Morgan.  In  the  meantime,  what  interest  had  the  first 
Walker  commission  bestowed  upon  sanitation?  Had  they  been  very 
active  in  trying  to  provide  for  the  santitation  of  the  Isthmus? 

Mr.  Wallace.  The  sanitation  of  the  Isthmus  was  put  under  the 
control  of  Colonel  Gorgas,  and  that  went  on,  I  understatud,  in  a  con- 
tinuous manner  from  the  time  I  went  down  there  in  June,  1904 — we 
went  down  on  the  same  boat  together — up  to  the  time  that  I  left 
there.  He  was  going  right  along  with  his  organization  regularly,  and 
he  had  an  organization  of  his  own  engaged  in  draining  the  swamps  and 
in  various  sanitary  operations. 

Senator  Morgan.  Had  the  first  W^alker  commission  participated  in 
the  preparations  necessary  for  the  sanitation  of  the  Isthmus? 

Mr.  Wallace.  That  was  the  source  of  authority — the  first  Walker 
Commission — up  to  the  1st  of  April. 

Senator  Morgan.  That  was  the  first  great  point  to  be  attained? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  To  produce  a  reasonable  degree  of  health  in  the 
Isthmus  ? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  Who  was  present  besides  the  Commission  in  the 
planning  of  this  reorganization  ? 

Mr.  Wallace.  The  railroad  organization  ? 

Senator  Morgan.  I  mean  the  reorganization  of  the  railroad  and  the 
canal. 

Mr.  Wallace.  I  only  recollect  one  conversation  in  regard  to  the 
organization  of  the  railroad,  and  the  Seoretarj^  and  Mr.  Shonts  and 
Mr.  Magoon  and  myself  had  that  conference,  f 

Senator  Morgan ."^  That  was  after  you  were  made  a  Commissioner? 

Mr.  Wallace.  That  was  after  I  was  made  a  Commissioner. 
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Senator  Morgan.  And  before  you  returned  to  the  Isthmus? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  Who  was  assisting  in  arranging  this  new  organ- 
ization ? 

Mr.  Wallace.  I  always  understood  that  the  whole  scheme,  the 
organization,  was  discussed  by  Mr.  Cromwell  and  the  Secretary  and 
was  practically  worked  out  by  Mr.  Cromwell,  but  that  is  simply  hear- 
say.    I  was  not  here  at  that  time. 

Senator  Morgan.  Was  he  engaged  there  as  an  employed  counsel,  or 
employed  agent  to  do  that, work,  or  was  he  doing  it  pro  bono  publico  f 

Mr.  Wallace.  I  do  not  know.  His  only  official  position  that  1 
knew  of  was  his  position  as  general  counsel  foV  the  Panama  Railroad, 
and  he  wrote  up  the  resolutions  and  attended  all  the  meetings  of  the 
executive  committee  of  the  railroad  and  board  of  directors  of  the  i"ail- 
road,and  seemed  to  direct  its  affairs  entirely,  as  far  as  the  records  were 
concerned. 

Senator  Taliaferro.  Was  he  not  a  railroad  director  at  that  time^ 

Mr.  Wallace.  Yes,  sir.  He  was  a  member  of  the  new  board  of 
the  Panama  Railroad. 

Senator  Morgan.  During  that  time  of  the  reorganization,  or  before 
that  time  or.  after  that  time,  as  long  as  communications  were  open 
between  you  and  Mr.  Cromwell,  did  you  have  any  knowledge  of  a 
claim  that  he  presented  as  the  counsel  of  the  New  Panama  Canal  Com- 
pany against  toe  Government  of  the  United  States  amounting  to  more 
than  two  millions  of  dollars  'i 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  A  claim  of  two  million  and  tfwo  or  three  hundred 
thousand  dollars  for  the  work  that  had  been  done  by  the  French  com- 
panv  after  their  first  proposition  to  sell  to  the  United  States  and  up 
to  the  time  of  the  turning  over?     Did  you  hear  about  it^ 

Mr.  Wallace.  Yes,  sir;  I  was  present  when  he  presented  tliat  to 
the  Walker  Commission  to  pass  on  as  to  the  facts  contained  in  it,  and 
that  matter  is  a  recoixi  of  the  second  Walker  Conunission.  It  is  spread 
on  their  records. 

Senator  MoRCiAN.  Yes;  I  have  it  all  here.  That  claim  was  first 
brought  before  the  first  Walker  Commission? 

Mr.  Walij^ce.  The  first  thing  I  knew  about  it  was  when  I  was 
present  at  a  meeting  of  that  Commission,  when  Mr.  Cromwell  and 
another  lawyer  and  Mr.  Choron,  the  chief  engineer  of  the  New  Panama 
Canal  Company,  and  an  interpreter  came  before  the  Walker  Commis- 
sion, in  June,  1904,  and  stated  that  the  President  had  been  asked  to 
arbitrate  that  claim,  and  that  the  question  of  law  had  been  referred  to 
the  Attorney-General  and  the  question  of  fact  had  been  referred  to  the 
Isthmian  Canal  Commission,  and  Mr.  Cromwell  and  these  men  were 
here  to  present  these  facts  for  the  Isthmian  Canal  Commission  to  pass 
upon  as  to  their  reliability — I  mean  as  to  what  were  facts  and  what 
were  not  facts — and  ready  to  offer  any  explanation  of  their  figures  that 
the}^  desired  to  ask  the  gentlemen  that  were  present,  naming  his 
colleagues. 

Senator  Morgan.  Did  the  Commission  have  any  order  from  the 
President  of  the  United  States  that  they  should  perform  the  duty  as 
arbitrators  for  settling  the  fact  in  regard  to  the  claim  ? 

Mr.  Wallace.  They  were  not  to  act  as  arbitrators.  Mr.  Cromwell 
stated  that  the  President  was  to  act  as  an  arbitrator  and  that  the  Com- 
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mission  was  to  paiss  on  the  facts,  the  Attorney-General  on  the  law,  and 
then  the  President  would  take  the  Question  up  and  pass  on  the  equity. 
That  was  what  I  understood  was  Mr.  Cromwell's  statement  that  he 
verbally  made  before  the  Isthmian  Canal  Commission  when  he  pre- 
sented these  papers  to  them. 

Senator  Morgan.  You  were  then  chief  engineer,  but  you  were  not 
a  Commissioner? 

Mr.  Wallace.  I  was  not  a  Commissioner,  but  I  just  happened  to 
be  present  at  the  interview. 

Senator  Morgan.  Had  Cromwell  talked  to  you  about  it? 

Mr.  Wallace.  No,  sir. 

Senator  Morgan.  He  had  never  explained  it  to  you? 

Mr.  Wallace.  No,  sir.    That  was  the  first  time  1  ever  met  him. 

Senator  Morgan.  What  was  this  other  lawyer's  name  that  was 
there? 

Mr.  Wallace.  I  do  not  remember. 

Senator  Morgan.  Was  he  an  American  or  a  Spaniard  ? 

Mr.  Wallace.  He  was  an  American. 

Senator  Morgan.  Was  he  named  Curtis? 

Mr.  Wallace.  I  think  that  was  his  name.  He  was  a  square-jawed 
man,  a  little  younger  than  Mr.  Oomwell. 

Senator  Morgan.  Was  he  a  tall,  slender  man  ? 

Mr.  Wallace.  I  do  not  remember  his  description.  He  was  sitting 
at  the  table  when  I  saw  him. 

Senator  Morgan.  Was  Mr.  Farnham  there  at  that  time? 

Mr.  Wallace.  He  was  not  at  the  meeting. 

Senator  Morgan.  He  was  on  the  Isthmus? 

Mr.  Wallace.  No,  sir;  I  do  not  know  where  he  was.  He  was  not 
at  the  meeting. 

Senator  Morgan.  Did  Mr.  Cromwell  lay  before  that  Commission 
any  orders  of  the  President  or  directions  of  the  President  that  they 
should  find  the  facts  in  regard  to  this  matter? 

Mr.  Wallace.  I  do  not  know. 

Senator  Morgan.  You  saw  no  such  paper? 

Mr.  Wallace.  I  saw  no  such  paper. 

Senator  Morgan.  And  no  sucn  paper,  within  your  knowledge,  has 
ever  l>een  put  upon  record? 

Mr.  Wallace.  No,  sir. 

Senator  Morgan.  It  was  Cromwell's  statement? 

Mr.  Wallac?e.  That  is  as  1  recollect  it.  There  might  have  been  a 
letter. 

Senator  Morgan.  Of  course.  We  want  your  recollection.  We  know 
it  is  honesty  and  we  just  want  that.  So  he  appeared  before  that  Com- 
mission and  informed  them  that  the  President  had  authorized  them  to 
find  the  facts? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  And  that  the  Attorney-General  was  to  ascertain 
the  law  and  the  President  was  to  determine  the  equitj'  of  the  claim? 

Mr.  Wallace.  Yes,  sir;  that  is  the  way  I  understand  it. 

Senator  Morgan.  Was  the  claim  earnestlj^  pressed? 

Mr.  Wallace.  Well,  rather. 

Senatot-  Morgan.  Did  Mr.  Cromwell  make  a  statement  about  it? 
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Mr.  Wallace.  Ye8,  sir;  he  made  quite  an  extended  statement  in 
regard  to  it,  and  he  seemed  to  be  very  anxious  that  it  should  be  given 
attention  in  the  near  future. 

Senator  Morgan.  In  what  way  did  the  old  Commission  receive  that 
proposition  ? 

Mr.  Wallace.  I  would  have  to  go  behind  the  motives  in  their  bosoms 
to  tell  you  that.     They  did  not  seem  to  be  verv  enthusiastic  over  it 

Senator  Morgan.  Did  they  seem  opposed  to  it  or  to  question  it? 

Mr.  Wallace.  That  was  the  impression  it  created  on  me,  listening 
to  the  presentation  and  hearing  their  discussion  of  it. 

Senator  Morgan.  Did  they  question  it  severely,  like  a  judge  on  the 
bench  ? 

Mr.  Wallace.  There  was  a  great  deal  of  comment  made,  but  the 
matter  was  explained  to  them  that  it  was  not  for  them  to  criticise  its 
equity;  that  their  function  was  to  determine  whether  this  money  had 
been  spent  or  not,  and  that  that  was  all  that  they  were  to  do,  although 
the  impression  that  was  created  on  my  mind  was  that  they  were,  most 
of  them,  disposed  to  criticise  the  equity  of  the  claim. 

Senator  Morgan.  Was  the  claim  afterwards  presented,  within  your 
knowledge,  to  the  old  Commission? 

Mr.  Wallace.  To  the  new  Commission  ? 

Senator  Morgan.  The  old  Commission,  the  first  Walker  Commission. 

Mr.  Wallace.  This  was  the  construction  Walker  Commission  that 
I  am  talking  about. 

Senator  Morgan.  I  know.  Was  it  afterwards,  within  your  knowl- 
edge, presented  to  that  Commission? 

Mr.  Wallace.  Again? 

Senator  Morgan.  Yes. 

Mr.  Wallace.  1  never  heard  of  it  after  that. 

Senator  Morgan.  Until  you  got  on  the  new  Commission.  You  heard 
of  it  then,  did  you  not? 

Mr.  Wallace.  1  never  heard  of  it  then. 

Senator  Morgan.  The  records  show  that  it  was  very  much  discussed 
by  the  new  Commission. 
'Mr.  Wallace.  Yes. 

Senator  Morgan.  That  claim  is  still  pending. 

Mr.  Wallace.  I  do  not  know  anything  about  it.  That  is,  except 
since  that  date. 

Senator  Morgan.  And  it  was  after  that  that  Mr.  Cromwell  took  a 
very  decided  interest  in  your  being  made  a  commissioner? 

Mr.  Wallace.  Well,  I  do  not  know  that  he  did. 

Senator  Morgan.  The  correspondence  that  he  had  presented  to  this 
committee,  a  letter  written  by  you  to  him,  and  also  an  extract  from 
a  letter  of  a  confidential  character  that  Mr.  Shonts  submitted  to  him 
would  show  that  your  relations  were  very  confidential,  so  much  so 
that  one  of  your  letters  Mr.  Cromwell  characterized  as  being  fulsome. 
You  have  read  all  of  his  testimony  ? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  And  he  spoke  of  being  ashamed  to  present  it  on 
that  account? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  Taking  his  description  of  his  relations  to  you  as 
he  gave  them  in  his  testimony,  all  of  wnich  you  have  read,  and  taking 
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your  knowledge  of  your  relations  to  him,  did  he  give  a  fair  account 
of  your  relations? 

Mr.  Walxace.  Not  from  my  standpoint. 

Senator  Morgan.  Your  standpoint  is  the  one  we  want.  You  are 
the  only  man  in  the  world  that  knows  about  it. 

Mr.  Wallace.  My  personal  relations  with  Mr.  Cromwell  were  very 
friendly. 

Senator  Morgan.  Yes. 

Mr.  Wallace.  But  I  would  have  to  go  into  quite  a  long  explanation 
as  to  why  I  wrote  that  letter  that  would  involve  a  great  many  things, 
and  that  is  one  of  the  reasons  why  I  did  not  want  to  be  asked  about  it. 

Senator  Morgan.  I  have  only  asked  you  what  he  has  put  upon  the 
record.  I  have  not  gone  into  anything  else,  and  you  are  entirely  at 
liberty  to  state  or  not  to  state  anything  beyond  that  bj'  way  of  explana- 
tion as  you  may  choose. 

Mr.  Wallace.  The  last  night  before  I  sailed  I  was  a  guest  at  Mr. 
Cromwell's  house.  There  were  quite  a  number  there — the  members  of 
tlie  Commission  were  there  as  guests — and  Mr.  Cromwell  pressed  on 
me  some  of  his  views,  and  he  aid  it  in  a  way  that  I  took  very  strong 
exceptions  to,  not  due  to  the  nature  of  what  he  said,  because  the  ideas 
that  he  gave  me  were  perfectly  proper  in  themselves,  but  I  took  it  as  an 
interference  with  my  conduct  of  my  business,  and  we  had  rather  an 
animated  discussion  over  it;  that  is,  so  warm  on  my  part  and  I  felt 
so  keenly  over  it  that  I  felt  as  if  I  had  rather  exceeded  the  bounds  of 
propriety. 

Senator  Morgan,  In  your  reply  to  him  ? 

Mr.  Wallace.  In  my  reply  to  him;  yes.  And  I  did  not  want  to 
incur  his  ill  will,  particularly  at  that  tinae.  I  wanted  to  keep  on  good 
terms  with  everybodv,  as  far  as  I  consistently  could.  So  Imade  up 
my  mind  that  I  ought  to  in  some  way  try  to  smooth  this  over.  So, 
just  as  soon  as  I  got  back  to  the  Isthmus  again,  where  I  had  time 
enough  to  write,  1  wrote  him  that  letter,  in  order  to  make  things 
just  as  smooth  between  us  as  1  possibly  could. 

Senator  Morgan.  In  that  conversation  at  his  house  before  you 
sailed — it  was  the  night  before  you  sailed,  was  it? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  And  Mrs.  Wallace  was  with  y^ou? 

Mr.  Wallace.  No,  sir. 

Senator  Morgan.  Did  she  not  go  to  the  Isthmus  with  you,  then? 

Mr.  Wallace.  Yes;  but  there  were  no  ladies  at  thi^  dinner  except 
Mrs.  Cromwell. 

Senator  Morgan.  On  that  night,  if  1  understand  you  correctly,  Mr. 
Cromwell  undertook  to  give  you  advice  that  you  interpreted  even  as 
instructions  in  regard  to  your  business? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  As  chief  engineer  of  the  Commission  i 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  And  you  resented  it? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  And  you  did  it  in  such  words  as  to  lead  you  to 
think  afterwards  that  perhaps  you  had  abused  his  hospitality? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  And  when  you  got  to  the  Isthmus  you  wrote  that 
letter  that  he  styled  fulsome? 


2022  INVESTIGATION   OF   PANAMA  CANAL   MATTEBS. 

Mr.  Wallace.  Yes,  sir. 

Senator  Mokgan.  For  the  purpose  of  preventing  him  from  consid- 
ering that  you  had  made  any  personal  attack  upon  him,  and  to  let 
him  understand  that  you  wished  to  "  let  bygones  be  bygones"  between 
you,  as  I  understand  it?    Is  that  the  fact'^ 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  That  is  the  situation? 

Mr.  Wallace.  Yes,  sir. 

Senator  Morgan.  So  that  he  never  mentioned  to  you,  after  you 
were  a  Commissioner,  this  $2,250,000  claim? 

Mr.  Wallace.  No,  sir. 

Senator  Morgan.  Do  you  know  of  his  ever  having  mentioned  it  to 
any  bod  V  else? 

Mr.  Wallace.  No,  sir. 

Senator  Morgan.  You  have  heard  no  Commissioner  say  that  he  had 
presented  it  to  them? 

Mr.  Wallace.  No,  sir.  I  might  have  heard  that,  but  I  have  no  rec- 
ollection of  it. 

Senator  Morgan.  He  is  still  pressing  that  claim,  so  far  as  you  know  i 

Mr.  Wallace.  I  have  absolutely  no  knowledge  on  the  subject. 

Senator  Morgan.  Do  you  know  of  any  facts,  Mr.  Wallace,  that 
you  think  indicate  an  interference  on  the  part  of  Mr.  Cromwell  for 
the  purpose  of  getting  rid  of  the  old  Commission  or  any  members  of 
the  old  Commission? 

Mr.  Wallace.  1  was  on  the  Isthmus  during  that  time. 

Senator  Morgan.  Yes. 

Mr.  Wallace.  And  anything  of  that  kind  that  would  have  been 
done,  of  course,  would  have  been  confined  to  the  United  States;  and 
I  had  no  knowledge  of  his  doing  anything  of  that  kind,  although  I 
have  an  impression  that  some  of  the  Commission  themselves  thought 
there  might  be  something  in  that. 

Senator  Morgan.  That  was  it.  Some  of  the  Commissioners  at  the 
time,  in  trving  to  account  for  the  fact  of  their  removal^  associated  his 
efforts  with  the  fact  of  their  removal? 

Mr.  Wallace.  That  is  the  impression  I  received.  1  am  not  able  to 
say,  or  to  give  you  positive  details  of  how  I  acquired  it;  but  that  was 
the  impression  that  I  had. 

Senator  Morgan.  You  would  not  have  known  anything  about  it 
unless  it  had  been  discussed  in  your  presence,  would  you? 

Mr.  Wallace.  I  presume  not. 

Senator  Morgan.  Do  you  recall  what  were  the  subjects  that  were 
presented  to  you  in  an  unpleasant  way  at  that  dinner  the  night  before 
you  left,  by  Mr.  Cromwell  ? 

Mr.  Wallace.  I  do  not  remember  exactl3\  I  think  it  had  some- 
thing to  do  with  my  organization.  I  think  he  was  rather  impressing 
on  me  the  employment  of  more  high-priced  men  than  I  had. 

Senator  Morgan.  Higher  priced  men  'i 

Mr.  Wallace.  Yes. 

Senator  Morgan.  Did  he  name  anybod}'^? 

Mr.  Wallace.  He  did  not  give  any  special  names  of  anyone.  It  did 
not  get  that  far  along. 

Senator  Morgan.  You  did  not  understand  to  whom  he  referred? 
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Mr.  Wallace.  No;  he  was  particular!)''  desirous  that  I  should  get  a 
deputy  chief  engineer  that  would  be  able  to  handle  that  work  in  case 
anything  should  happen  to  me. 

Senator  Morgan.  He  insisted  on  higher  prices? 

Mr.  Wallace.  Well,  I  do  not  remember  that  the  term  ''  high- 
priced"  was  used,  but  it  was  high-class  men  that  he  was  urging,  and  the 
securing  of  what  we  call  a  duplicate  organization.  I  already,  at  that 
time,  had  Mr.  Dauchy,  who  had  been  chief  engineer  of  the  Rock 
I^sland  system,  who  I  thought  was  a  very  capable  man,  and  I  had  em- 

Elojed  Mr.  Maltby,  who  was  a  very  capable  man,  and  I  had  been 
unting  all  over  the  United  States  for  a  first-class  man  to  fill  a  position 
next  to  me. 

I  did  not  l>elieve  it  was  necessary  to  explain  to  Mr.  Cromwell  what 
my  ideas  were,  or  what  1  had  been  doing,  because  I  did  not  consider 
it  any  of  his  business.  I  was  actually  working  along  the  lines  that  be 
bad  suggested;  but  the  impression  that  he  made  on  me  was  that  he 
thought  1  was  not  competent  to  think  of  doing  anything  in  this  line 
unless  he  suggested  it;  and  that  it  was  his  idea  that  1  had  neglected 
that  part  of  the  work,  and  that  I  should  be  punched  up  about  it,  and 
that  that  was  what  he  was  trying  to  do. 

Senator  Morgan.  Did  he  undertake  to  advise  you  about  any  other 
matter  connected  with  your  business? 

Mr.  Wallace.  That  thing  we  discussed  at  some  length,  and  the 
conversation  was  quite  long.     I  do  not  recollect  the  details  of  it  now. 

Senator  Morgan.  But  it  was  a  general  admonition  or  advice  to  you 
in  regard  to  how  you  should  conduct  your  business? 

Mr.  Wallace.  It  was  principally  in  the  line  of  getting  more  men 
in  the  higher  positions. 

Senator  Morgan.  Did  he  say  anything  about  having  been  instru- 
mental in  having  your  appointment  as  Commissioner  made? 

Mr.  Wallace.  1  do  not  remember  whether  he  did  at  that  time  or 
not. 

Senator  Morgan.  Did  he  at  any  time? 

Mr.  Wallace.  Well,  my  impression  is  that  he  did,  but  I  could 
not 

Senator  Morgan.  He  claimed  the  credit  to  himslf  of  having  had 
you  appointed  ? 

Mr.  Wallace.  My  impression  is  that  he  did,  but  I  do  not  remember 
exactly. 

Senator  Morgan.  Was  that  offensive  to  you? 

Mr.  Wallace.  Yes;  in  a  wav  it  was;  but  those  were  the  things 
that  I  generally  took  with  a  smile,  that  part  of  it.  Mr.  Cromwell  and 
I,  from  the  very  first,  to  use  a  slang  expression,  were  always  rather 
disposed  to  "jolly  "  each  other. 

benator  Morgan.  You  have  looked  very  carefully  over  his  testi- 
mony as  he  gave  it  here? 

Mr.  Wallace.  1  have  read  it;  yes. 

Senator  Morgan.  You  have  read  and  studied,  I  suppose,  the  account 
that  he  gives  of  what  transpired  at  the  time  that  Mr.  Taft  came  up 
from  Washington  to  hear  your  statement  as  to  your  purpose  of  resign- 
ing as  chief  engineer  and  also  as  Commissioner;  you  have  seen  all  of 
his  statements? 

Mr.  Wallace.  Yes,  sir. 
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Senator  Morgan.  Have  you  an}'  change  to  make  in  the  statement 
that  you  made  before  this  committee  the  first  time  in  regard  to  those 
matters? 

Mr.  Wallace.  I  have  no  change  to  make  in  the  statements  that  I 
made  before  this  committee  originally,  and  I  want  to  say  right  now 
that  while  Mr.  Cromwell  may  have  misunderstood  my  language,  1  tried 
my  very  best  to  impress  upon  him  that  that  interview  should  be  a  per- 
sonal and  private  interview;  and  he  even  went  to  the  extent  of  telling 
me  that  if  I  thought  the  Manhattan  Hotel  was  not  private  enough  he 
would  arrange  for  it  at  his  own  house  and  let  the  Secretary  and  me  be 
there  alone.  Mr.  Cromwell,  to  my  mind,  thoroughly  understood  that 
he  was  not  to  be  at  that  interview,  and  he  started  to  leave  the  room 
as  my  son  did,  who  accompanied  me  into  the  room,  and  to  leave  the 
Secretary  and  me  there  alone,  when  the  Secretarv  called  him  back  and 
told  him  that  he  wanted  him  to  remain  through  the  interview,  and  Mr. 
Cromwell  sat  down. 

Senator  Morgan.  Do  you  know  of  any  occasion  or  interest  for  the 
secretarv  to  have  a  witness  present  at  that  conversation  with  yon'i 

Mr,  Wallace.  I  know  of  no  reason  why. 

Senator  Morgan.  You  had  no  suspicion  that  he  desired  to  liave  some 
one  to  verify  what  you  said  ? 

Mr.  Wallace.  No,  sir;  not  until  that  moment. 

Senator  Morgan.  And  you  regarded  Mr.  Cromwell,  then,  as  an 
intruder? 

Mr.  Wallace.  I  most  certainlv  did 

Senator  Morgan.  1  think  I  wifl  not  ask  any  more  questions. 

Senator  Kittredge.  There  is  one  more  question  that  I  wish  to  ask 
regarding  the  type  of  canal:  As  I  understand  your  statement  regard- 
ing the  sea-level  proposition,  Mr.  Wallace,  there  are  connected  with 
it  no  unusual,  untriea,  or  doubtful  problems? 

Mr.  Wallace.  There  are  none  whatever,  Mr.  Senator.  It  is  sim- 
ply a  plain  case  of  digging  a  ditch  of  large  dimensions.  While  that 
ditch  IS  larg^  than  any  ditch  we  have  ever  dug  before  in  this  world, 
there  are  no  elements  of  uncertaint}'^  about  it  except  those  that  go  with 
a  job  a  little  larger  than  what  we  Have  done  before.  The  same  prin- 
ciples are  involved  and  the  same  methods  can  be  used. 

The  amount  of  excavation  to  be  made  there  is  so  ^reat  that  it  permits  a 
great  many  economies  that  would  not  be  possible  in  a  smaller  piece  of 
work.  For  instance,  a  cent  a  yard  on  that  work  will  pay  for  all  the 
steam  shovels  you  have  got  to  buy  for  it.  Six  or  seven  cents  a  yard 
will  pay  for  ajl  your  engines  and  cars  and  almost  the  entire  plant  that 
you  nave  to  buy  new.  That  is,  the  fact  that  the  work  is  so  large  and 
that  it  will  extend  over  about  the  life  of  the  machinery  that  is  put  into 
it  makes  it  a  very  economical  proposition  from  the  standpoint  of  the 
installation  of  a  plant  for  it. 

The  Chairman.  I  think,  in  your  previous  testimony,  you  stated  that 
your  belief  was  that  all  the  work,  practically,  should  be  done  at  the 
Isthmus,  and  not  m  Washington.     Am  I  correct  in  that? 

Mr.  Wallace.  Yes,  sir. 

The  Chairman.  Do  vou  think  that  there  should  be  a  very  small  force 
here,  or  a  large  force  here  ? 

Mr.  Wallace.  I  do  not  believe  that  you  need  any  more  force  in 
Washington  than  may  be  necessary  to  keep  such  records  as  the  Presi- 
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dent  and  his  Cabinet  and  Congress  may  desire  for  their  record,  and 
the  Treasury  Department. 

The  Chairman.  You  think,  perhaps,  then,  that  the  foi-ce  that  is 
here  in  the  city  now  should  be  transferred  to  the  Isthmus?  Is  that 
your  idea? 

Mr.  Wallace.  All  of  it  that  is  necessary  for  the  work.  In  other 
words,  that  the  organization  down  there  should  be  as  complete  and  as 
separate  from  the  United  States  as  3'our  government  in  the  Philip- 
pines—more so,  if  possible.  In  other  words,  the  nearer  you  can  handle 
that  work  the  way  a  large  contractor  would  handle  it  the  more 
efficient  the  results  will  be.  What  we  do  need  is  such  supervision  over 
that  convst ruction  as  that  you  may  get  a  canal  there  so  wide  and  so 
deep  located  along  a  certain  line  as  soon  as  possible  and  have  the  work 
done  as  well  as  possible. 

The  Chairman.  It  would  be  necessary  for  that  supervision  to  be 
there  on  the  Isthmus  and  not  here  i 

Mr.  Wallace.  Yes;  that  supervision  should  be  on  the  Isthmus,  and 
should  not  be  in  Washington. 

Senator  Kittredge.  Suppose  that  Congress  should  decide  to  con- 
struct a  sea-level  canal  from  the  Atlantic  to  Obispo,  and  from  the 
Pacific  to  Miraflores,  with  a  width  of  300  feet,  would  its  construction 
niateriallv  extend  the  time  of  doing  the  worki^ 

Mr.  Wallace.  No,  sir;  it  would  increase  the  cost,  but  it  would  not 
extend  the  time,  because  that  additional  work  would  not  last  longer 
than  it  would  take  to  cut  through  the  continental  divide.  It  could  all 
\ye  done  inside  of  the  period  that  you  are  taking  out  your  central  exca- 
vation. 

The  Chairman.  I  believe  there  are  no  other  Senators  that  desire  to 
ask  you  any  questions,  Mr.  Wallace. 

Mr.  Wallace.  There  are  one  or  two  suggestions  that  I  would  like 
to  volunteer,  if  you  will  permit  me  to  do  so. 

The  Chairman.  We  shall  be  very  glad  to  hear  them,  Mr.  Wallace. 

Mr.  Wallace.  One  is  with  regard  to  the  rate  on  the  Panama 
Railroad. 

In  the  testimony  of  one  of  th?  witnesses — I  think  the  president  of 
the  Panama  Railroad — he  said  that  the  cost  of  handling  freight  across 
the  Isthmus  was  $3.10  a  ton.  That  is  47  to  50  miles,  and  that  is  over 
0  cents  a  ton  a  mile.  I  w^ant  to  say  to  you  gentlemen  that  that  is  the 
strongest  argument  that  could  be  made  before  you  for  the  proper  equip- 
ment of  the  Panama  Railroad  with  modern  appliances.  One-tenth  of 
that  amount — that  is,  six-tenths  of  a  cent  a  ton  a  mile — represents  the 
gross  rerenue  of  a  great  many  of  the  railroads  in  the  United  States, 
out  of  which  they  have  to  pay  their  maintenance,  their  fixed  charges, 
and  everything  else;  and  tne  fact  that  it  costs  $3.10,  or  6  cents  a  ton  a 
mile,  to  Eandle  freight  across  the  Isthmus  simply  shows  that  that  rail- 
road is  from  twenty-five  to  forty  years  behind  the  times. 

The  engines  that  were  there  when  I  was  there,  when  thev  were 
double  headed,  only  hauled  171  tons  over  that  divide  at  Culebra,  a 
grade  of  about  li  per  cent.  The  new  engines  which  we  bought  about 
that  time — 24  of  them — were  drawn  up  on  specifications  which  should 
enable  two  of  them  to  handle  1,000  tons  over  that  hill.  That  thousand 
tons  could  be  handled  for  the  same  cost,  as  far  as  transportation  is  con- 
cerned, as  the  171  tons  could  be  before,  except  that  they  would  take 
a  little  additional  coal;  but  they  would  not  take  any  more  supervision, 
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and  there  would  be  no  other  additional  expense  connected  with  it.  In 
other  words,  if  you  make  this  171  tons  200  tons,  the  expense  of  trans- 
portation on  the  Isthmus  up  to  the  time  those  new  engines  were  put 
into  service  would  be  just  about  one-fifth  of  what  it  would  be  if  it  was 
equipped  with  modern  ears  and  modern  engrines. 

Senator  Taliaferro.  You  mean  five  times  as  much,  do  you  not'^ 

Mr.  Wallace.  Yes,  sir.  If  you  provide  proper  facilities  for  load- 
inff  and  the  proper  wharves  so  that*  you  can  hanale  that  business  prop- 
erly you  can  make  money  at  $2  a  ton  flat.  It  is  true  that  when  I  say 
$2  a  ton  flat,  without  classification,  I  do  not  mean  that  the  freight  that 
passes  through  the  canal  will  not  be  classified,  because  all  through 
bills  of  freight  will  be  classified  in  accordance  with  the  custom  of  the 
steamship  line  or  the  route  over  which  it  sails.  But  what  I  mean  tx) 
say  is  that  you  get  as  near  as  you  can  with  a  railroad  a  condition  which 
will  be  similar  to  what  you  will  get  when  the  canal  is  built. 

When  the  canal  is  built  you  will  charge  on  the  tonnage  of  the  ves- 
sels; that  is,  it  will  be  a  flat  rate  as  far  as  the  stuff  in  an)'^  one  vessel 
is  concerned.  The  nearer  the  vessel  is  full  the  lower  the  rate  will  be 
per  toil  for  the  stuff  that  is  actually  carried  in  the  vessel,  as  your 
canal  rate  will  be  either  the  Danube  measurement  or  the  EnglisK,  or, 
say,  net  registered  tonnage,  or  something  like  that;  but  it  will  have 
the  effect  of  a  flat  rate.  Any  flat  rate  you  put  on  that  business  over 
the  raih'oad — the  lower  the  better — will  have  a  proportionate  effect  on 
the  rates  through  this  canal,  although  those  through  rates  may  in 
themselves  be  classified  rates.  But  so  far  as  that  part  of  the  transit 
across  the  Isthmus  is  concerned  you  are  approaching  the  same  condi- 
tion of  affairs,  in  a  measure,  that  you  will  have  when  you  get  your 
canal  completed.     That  is  simply  a  point  I  wanted  to  clear  up. 

Just  before  I  go,  there  is  another  thing  that  I  would  like  to  sa}^  to 
you,  and  that  is  this;  That  I  do  not  think  that  you  can  overappreciate 
the  importance  of  the  effect  of  protecting  our  future  trade  by  heading 
off  the  possible  development  of  that  route  by  way  of  Tehuantepec,  It 
goes  without  saying  that  it  is  much  easier  to  hold  a  line  of  traflSc  than  it 
is  to  get  it  away  from  somebody  else  after  they  get  it  once.  I  do  not 
think  that  there  are  very  many  people  that  appreciate  what  the  Tehuan- 
tepec route  means  if  they  get  it  established  once.  A  low  rate  now  at 
Panama  and  the  demonstration  to  the  shipping  world  that  you  can 
handle  their  stuff  there,  and  handle  it  promptly  and  satisfactorily,  is 
going  to  keep  the  business  that  you  have  got  and  is  going  to  increase 
it  very  rapidly. 

Another  point:  Of  course  it  goes  without  saying  that  some  time  will 
elapse  after  the  canal  is  completed  before  you  will  get  enougB  revenue 
out  of  the  tolls  to  pay  your  interest  and  to  pay  3'our  expense  of  main- 
tenance and  operation.  But  the  increase  in  that  business  will  be 
gradual  vear  by  year,  and  every  year  you  can  advance  the  consumma- 
tion of  that  condition  you  lose  that  much  less  money.  If  you  com- 
mence to  carry  that  business  there  now,  and  develop  your  i*aiIroad  to 
its  liii\it  in  the  first  place,  and  make  the  rate  low,  and  it  takes  ten  jrears 
to  build  the  canal,  the  time  when  the  canal  will  pay  for  itself  will  be 
just  ten  3'^ears  nearer  to  you.  In  other  words,  you  can  afford  to  operate 
the  Panama  Railroad  at  a  loss  of  one  or  two  or  three  or  even  five 
hundred  thousand  or  a  million  dollars  a  year  in  order  to  build  up  that 
business,  rather  than  to  wait  until  the  canal  is  done  and  then  attempt 
to  do  it  by  the  canal  itself,  after  you  have  absolutely  ruined  that  route 
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as  a  transportation  line,  because  then  your  loss  may  be  five  or  six  or 
seven  or  eight  or  ten  millions  of  dollai*s  a  year  if  you  have  not  got  the 
business  for  your  canaL 

The  Chairman.  Your  idea  is  to  hold  on  to  the  present  business  and 
get  what  you  can? 

Mr.  Wallace;  Yes,  sir;  and  to  get  all  that  you  can,  just  the  same 
as  if  I  was  operating  it  for  a  private  corporation. 

The  distance  from  New  York  to  Hongkong  by  way  of  the  Tehaun- 
tepec  Railway  is  1,351  miles  nearer  tnan  by^  the  way  of  Panama. 
Freights  are  worth  on  an  average  of  $1  a  ton  for  a  thousand  miles.  That 
means  that  the  Tehauntepec  route  would  be  $1.35  plus  the  rate  over 
the  railroad  which,  say,  might  be  $2  or  $3  a  ton — granting  it  is  about 
$3  now — which  would  make  $4:.35  a  ton.  An}^  less  sum  than  that 
could  be  charged  by  the  Tehauntepec  Railroad,  and  make  money  out 
of  it,  and  also  save  about  five  days  in  time. 

The  distance  from  New  York  to  San  Francisco  by  that  line  is  about 
1,200  miles  shorter  than  by  way  of  Panama.  There  you  have  $1.20, 
plus  the  toll  across  the  Isthmus  of  $3,  or  whatever  it  will  be,  and  the 
saving  in  time  of  about  four  or  five  days.  That  holds  good  all  through 
here — I  mean  in  varying  proportions — but  they  have  an  advantage. 
That  is  partly,  of  course,  compensated  by  the  fact  that  they  have  175 
miles  to  haul  that  stuif,  and  it  will  cost  them  the  same  to  handle  their 
stuff  on  the  wharves  that  it  does  at  Panama  and  Colon,  and  it  will  cost 
them  about  three  times  as  much  to  handle  it  over  the  railroad.  And 
there  is  a  reverse  advantage  to  us  in  that  fact,  which  we  can  overcome 
by  a  low  flat  charge  at  Panama  now,  if  we  fix  it  up,  and  we  can  keep 
tnat  business  for  a  less  loss  than  we  can  ever  get  it  back  again. 

I  have  some  data  here  about  these  rates  that  I  would  be  perfectly 
willing  to  leave  for  your  record. 

The  Chairman.   We  should  be  glad  to  have  them. 

Mr.  Wallace.  Also-l  have  a  short  paper  here  that  shows  the  various 
ways  of  working  out  canal  dues,  etc.,  and  some  other  notes  that  1  had 
as  a  memorandum.  I  shall  leave  them  with  you,  as  the v  express  some 
of  the  things  that  I  have  said  in  better  language  than  I  have  expressed 
them  in  my  verbal  examination. 

The  Chairman.  We  shall  be  glad  to  have  those  put  in  the  record. 
We  appreciate  your  coming,  Mr.  Wallace,  and  will  excuse  you  now 
so  that  you  may  catch  your  train  if  you  desire. 

(The  committee  thereupon  adjourned  until  to-morrow,  March  21, 
1906,  at  2.30  o'clock  p.  m.) 

(The  following  papers,  submitted  by  Mr.  Wallace,  are  printed  by 
order  of  the  committee.) 

THE  GATUN   DAM. 

There  is  no  reason  to  believe  that  the  weight  of  the  Gatun  dam  will 
compress  the  permeable  strata  which  exists  in  the  Chagres  Valley  in 
the  gorge  250  f^et  deep.  While  mud  and  ordinary  clay  compress 
under  weight  the  witness  knows  no  case  where  a  permeable  stmta  of 
freely  water-bearing  material,  fully  saturated,  has  ever  been  cut  off 
by  a  weight  imposed  on  a  surface  250  feet  above  it,  as  is  the  situation 
at  Gatun. 
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The  fact  that  water  now  freely  flows  in  some  of  these  bottom  stratas 
at  a  very  great  depth  below  the  surface  should  be  a  suflicient  answer 
to  this  question;  also  the  fact  that  large  streams  of  subterranean 
water  frequently  exists,  freely  flowing  in  large  quantities  in  strata^) 
of  gravel  and  sand  at  great  depths,  in  which  it  is  supposed  the  weight 
above  it  would  compress  it. 

In  my  own  experience  1  have  found  indurated  clay  in  the  bed  of  the 
Missouri  River,  and  underneath  it  I  have  found  loose  gravel,  bowlders, 
and  sand  of  a  freely  water-bearing  nature,  and  this  clay  has  been  so 
hard  that  it  has  weighed  as  high  as  120  pounds  to  the  cubic  foot;  as 
compared  with  the  indurated  day  at  Gatun  it  would  be  called  rock. 

As  the  strains  on  masonry  dams  are  the  subject  of  more  or  less  mathe- 
matical determination,  taken  in  connection  with  the  experience  of  cen- 
turies in  their  construction,  the  assurance  of  their  permanency  is 
beyond  question. 

it  is  utterly  impossible  to  make  a  mathematical  demonstration  as  to 
the  permanency  of  earthen  dams,  and  the  fact  that  a  dam  of  earth  in 
one  locality  constructed  on  an  alluvial  foundation  with  a  freely  water- 
bearing material  underneath  has  stood  for  a  few  years  is  no  evidence 
that  an  earthen  dam  situated  in  another  locality  on  a  foundation  of 
this  character  will  stand,  as  it  is  utterly  impossible  to  compare  the 
foundation  conditions  of  the  two  dams,  and  any  opinion  on  tliis  point 
is  purely  a  matter  of  conjecture. 

The  diflference  in  the  character  of  the  foundations  of  the  Gatun  dam 
is  such  that  there  is  some  question  as  to  an  unequal  settlement  of  the 
material  of  which  the  dam  is  composed;  and  if  any  part  of  the  material 
should  be  compressed  as  predicted  by  the  report  of  the  Consulting 
Engineers,  cracks  would  develop  which  might  allow  the  water  to 
permeate. 

BASIS  FOR   MR.    STEARNS'S  TESTIMONY. 

As  I  read  Mr.  Stearns's  testimony  he  bases  his  main  argument  in 
favor  of  the  Gatun  dam  on  an  earthen  dam  recently  built  under  his 
control  in  the  United  States  where  there  is  no  evidence  that  exactly 
the  same  conditions  exist  as  at  Gatun,  and  which  dam  has  not  yet  been 
subject  to  the  pressure  or  strains  which  w^ill  exist  at  Gatun,  and  which 
dam  may  properl}'^  be  considered  not  as  a  demonstrated  but  as  an 
experimental  proposition.  If  the  dam  mentioned  by  Mr.  Stearns  had 
stood  for  one  hundred  years  and  the  character  of  the  mat<»rial  for  the 
same  depth  was  exactly  similar  to  that  of  the  Gatun  dam,  it  might  be 
possible  to  cite  it  as  an  argument  in  favor  of  the  Gatun  dam,  but  even 
then  it  would  be  of  doubtful  significance. 

SLOPES  OF  THE  GATUN   DAM. 

The  slope  at  which  it  is  proposed  to  construct  the  dam  is  liable  to 
rapid  disintegration  from  frequent  wash  on  account  of  the  heavy  rain- 
fall at  that  locality  unless  it  is  protected  in  some  way. 

On  account  of  the  heavy  rainfall  it  is  a  most  unfavorable  location  for 
the  construction  of  earthen  dams,  as  the  material  is  likely  to  become 
supersaturated  and  be  subject  to  surface  washing,  sloughing,  and 
disintegration. 
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LABORATORY   TESTS. 

All  laboratory  tests  regarding  the  filtration  of  water  through  sand 
or  gravel,  to  my  mind,  are  utterly  valueless  in  the  treatment  ot  a  ques- 
tion of  this  kind,  as  there  can  be  no  reasonable  parallel  in  the  condi- 
tions. It  is  not  a  question  of  the  dam  itself  holding  back  this  water, 
but  the  free  flow  of  water  in  the  impervious  strata  which  is  known  to 
exist  in  these  gorges,  which  it  is  proposed  to  leave  at  this  great  depth 
under  the  foundations  of  this  dam. 

THE  OATUN  LOCKS. 

One  of  the  great  dangers  of  locks,  particularly  when  three  are  placed 
in  flights,  is  that  they  require  continuous  construction  of  concrete 
walls  for  approximately  a  mile  in  length  and  the  material  must  be  of 
such  a  uniform,  homogeneous  nature  a*i  to  prevent  unequal  settlement 
of  the  locks.  If  the  material  is  different  in  character  the  result  would 
\)e  disastrous,  and  this  is  immensely  intensiified  by  the  extreme  length 
of  the  large  masses  of  concrete  which  would  be  necessary  in  their  con- 
struction. 

TIDAL  LOCKS. 

The  necessity  for  tidal  locks  has  not  been  demonstrated.  But  has 
simply  been  agreed  to  by  the  Board  of  Consulting  Engineers  as  a  mat- 
ter of  precaution  as  they  have  not  been  able  to  make  any  mathematical 
demonstration  of  the  effect  of  currents  of  a  free  entrance.  While  I 
am  not  prepared  to  say  that  at  certain  stages  of  the  tide  it  would  not 
be  advantageous  to  have  locks,  I  have  not  yet  been  convince<}  in  my 
own  mind  of  their  absolute  necessity,  and  1  have  yet  to  see  any  caicu 
lations  which  demonstrate  that  they  would  be. 

MAINTENANCE   AND  OPERATION. 

I  think  the  estimates  for  the  maintenance  of  the  sea-level  canal  are 
entirelv  too  high.  The  amount  of  sediment  brought  into  the  canal 
deu^nis  upon  the*  area  of  the  surface  washed  and  the  amount  of  rain- 
fafl  which  finds  its  way  directly  into  the  canal,  and  this  can  be  taken  care 
of  by  diversion  channels.  The  mere  fact  that  so  many  million  cubic 
yaras  of  dirt  have  been  excavated  does  not  of  itself  increase  the  amount 
of  sediment.  The  various  benches  can  be  properly  treated  and  the  water 
can  be  taken  out  laterally  and  turned  into  diversion  channels  or  turned 
into  basins  which  will  take  it  out  of  the  canal  entirely. 

PANAMA   RAILROAD   RATES. 

Referring  to  Mr.  Shonts's  testimony  that  it  costs  $3.10  to  handle 
freight  across  the  Isthmus.  This  means  6  cents  per  ton  per  mile,  and 
this  fact  itself  is  the  strongest  argument  that  can  be  made  for  provid- 
ing the  railroad  with  proper  facilities  and  operating  it  in  a  proper 
manner.  If  this  is  done  there  is  no  i-eason  why  the  rate  can  not  be 
reduced  to  an  average  flat  rate  of  ^2  per  ton  without  loss  of  revenue. 
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USE  OF  RAILROAD  TO  DIVERT  COMMERCE  TO  PANAMA   ROUTE. 

It  is  generally  admitted  that  during  the  first  years  of  canal  opera- 
tion the  revenue  will  not  be  sufficient  to  pay  the  operating  expenses 
and  the  interest  on  the  cost  of  construction,  even  on  a  2  per  cent 
basis.  For  a  few  years  this  country  will  bfe  expected  to  carry  a  losing 
investment  with  the  hope  of  large  gains  later  on.  The  increase  will 
of  course  be  gradual,  year  by  year,  as  commerce  is  induced  to  use  the 
Panama  route.  ^ 

The  full  development  of  the  Panama  Railroad  will  assist  in  causing 
the  more  rapid  approach  of  the  time  when  the  revenues  derived  from 
the  traffic  through  the  canal  will  carry  the  investment.  Conseauently, 
if  proper  facilities  are  provided  and  a  low  flat  rate  established,  an 
increase  in  commerce  will  begin  at  once.  Even  if  the  facilities  pro- 
vided at  this  rate  make  a  small  loss  from  year  to  year  in  the  operation 
of  the  railroad,  if  it  advanced  to  the  extent  of  a  single  year  the  time 
when  the  canal  will  pay  the  interest  on  the  cost  of  construction  and  its 
maintenance  and  operating  expenses,  the  great  gain  will  more  than 
make  up  for  anj'  slight  loss  of  revenue  in  the  railroad  in  the  meantime. 

CANAL   DUES. 

[Prepared  by  E.  L.  Corthell,  C.  E.] 

Assuming  the  ordinary  steamship  and  the  ordinary  rules  for  ascer- 
taining net  register,  and  considering  the  relations  between  net  register 
tonnage  and  ^'dead  weight"  tonnage,  one  being  on  a  basis  of  100  cubic 
feet  per  ton  and  the  other  on  67  cubic  feet  per  ton  (this  being  the 
average  space  occupied  by  a  ton  of  freight),  we  would  have  for,  say,  a 
5,000  net  register  ton  freight  steamer  the  following  tonnages,  weights, 
etc.  It  must  be  borne  in  mind  that  there  aye  several  kinds  of  tons 
and  tonnages:  ' 

1.  ''Gross  register  tonnage,"  which  is  all  the  inclosed  space  of  the 
vessel,  and  each  100  cubic  feet  of  this  gross  space  is  a  ton. 

2.  ''Net  register  tonnage,"  which  ijj  the  cargo  and  passenger  carry- 
ing capacity  of  the  vessel,  each  ton  being  100  cubic  feet. 

3.  "Dead  weight  tonnage,"  which  is  the  whole  net  register  space 
divided  by  67  cubic  feet  for  each  ton,  this  being  considered  the  average 
space  occupied  by  average  ton  of  freight. 

4.  "The  charter  ton,"  or  freight  ton,  being  40  cubic  feet. 

5.  "The  displacement  ton"  equals  2,240  pounds;  in  metric  system 
the  weight  of  1  cubic  meter  of  distilled  water  equals  2,204  pounds. 
This  is  the  only  weight  ton. 

We  have  then  for  the  relations  and  figures  of  the  5,000  net  register 
ton  vessel  the  following: 

Calling  load  displacement Unity. 

Gross  register  tonnage l^er  cent. .  57 

Net  register  tonnage do. . .  38 

Weight  of  hull  and  motive  power do. . .  44 

Weight  of  cargo do. . .  56 

Therefore — 

When  the  net  register  tonnage tons. .  6, 000 

Gross  register  tonnage  equals do. . .  7, 400 

Load  displacement pounds. .  13, 000-2, 240 

-Weight  of  hull  and  motive  power do. . .  5,  700-2, 240 

Weight  of  cargo do...  7,300-2,240 

Assuming  the  i-ate  of  ^2  per  net  register  ton  for  transit  dues,  the 
cargo  carried  will  pay  only  |l.36  per  ton  of  2,240  pounds. 


IKVESTIGATIONT   OF  PANAMA   CANAL   MATTEBS. 


2031 


SUEZ  CANAL. 
[Prepared  by  E.  L.  Corthell,  C.  E.] 

Gross  tonna^  passing  through  the  Suez  Canal  last  year  was  18,000,- 
<X)0  tons,  and  the  net  Danube  measurement  was  13,000,000  tons  at 
7i  francs  per  ton,  or  about  $1.50. 

The  capitalization  of  the  Suez  Canal,  including  betterments,  is  now 
about  $125,000,000,  and  it  is  understood  that  the-  canal  now  pays  for 
itself  every  four  years  on  the  present  basis  of  earnings. 

Table  of  comparative  diHances  in  gtatuie  miles. 


From  New  York  to  Hongkong: 

Via  Cape  Horn 

Cape  of  Good  Hope 

Snez  Canal 

Panama  Railroad 

L^hmus  of  Tehuantepec 

New  York  to  Yokohama: 

Cape  Horn 

Capeof  <jood  Hope 

Saer  Canal 

Panama  Railroad 

Isthmos  of  Tehuantepec 

New  York  to  Auckland,  Kew  Zealand: 

Suez  Canal , 

Capeof  Good  Hope 

Cape  Horn 

Panama  Railroad 

Khmun  of  Tehuantepec 

New  York  to  Melbourne: 

Cape  Horn 

Sue2  Canal. 


Cape  of  Good  Hope  . 
"  ilroad... 


Panama  Railr 

Isthmus  of  Tehuantepec. 
New  York  to  Honolulu: 

Cape  Horn 

Panama  Railroad 

Isthmus  of  Tehuantepec. , 
New  York  to  San  Francisco: 

Cape  Horn 

Panama  Railroad 

Isthmns  of  Tehuantepec. 
Lirerpool  to  Hongkong: 

Cape  Horn 

Panama  Railroad 

Capeof  Good  Hope 

Istnmns  of  Tehuantepec . 
Liverpool  to  Yokohama: 

Cape  Horn . 


Cape  of  Good  Hope  . 


Panama  Railroad 

inhmus  of  Tehuantepec 

LiTerpool  to  Auckland.  New  Zealand: 

Cape  of  Good  Hope 

Suez  Canal , 

Cape  Horn 

Panama  Railroad 

Isthmus  of  Tehuantepec 

Liverpool  to  San  Francisco: 

Cape  Horn 

i^nama  Railroad , 

Isthmus  f>f  Tehuantepec 

New  Orleans  to  Hongkong: 

Cape  Horn 

Capeof  Good  Hope 

Suez  Canal 

Panama  Railroad 

Isthmus  of  Tehuantepec 

New  Orleans  to  Yokohama: 

Cape  Horn 

Capeof  Good  Hope 

9uez  Canal , 

Panama  Railroad 

Isthmus  of  Tehuantepec 


Total  dis- 
tance. 

£.xcess  over 
Tehuante- 
pec route. 

Miles. 
20,379 
16,945 
13,596 
12,953 
11,602 

Miles. 
8,777 
5,343 
1,994 
1,351 

19,802 
18.085 
16,527 
11,256 
10,00<) 

9,796 
8,079 
5,521 
1,250 

16,871 
16, 719 
18,890 
10,305 
9,424 

7,447 
7,295 
4,466 

881 

15,215 
15,171 
15.019 
11,826 
11,065 

4,150 

4,106 

8,954 

761 

» 

15,826 
7,939 
6.663 

9.163 
1,276 

15,687 
6.063 
4,890 

10,797 
1,173 



20.606 
16.471 
15, 722 
15,258 

5,353 

1,218 

469 

19.400 
17,653 
14,«W0 
13  455 

5.945 
4.198 
1,085 

16,221 
14,645 
13,  S97 
13,312 
12,  W9 

16,5S2 

8,276 

3,412 
1,836 
1,088 

???, 

20,804 
17, 4>v> 
15. lOs 
12.30.S 
10, 273 

10.531 
7.212 
4, 835 
2.035 

20,227 
18,625 
17,039 
10,611 
8.637 

11,590 
9,98.S 
8,402 
1,974 


2032 


INVESTIGATION    OF   PANAMA  CANAL   MATTERS. 


Table  of  comparative  distances  in  statute  miles — Continued. 


Total  dis- 
tance. 


Excess  over 
Tehuante- 
pec  route. 


New  Orleans  to  Auckland,  New  Zealand: 

Suez  Canal 

Cape  of  Good  Hope 

Cape  Horn 

Panama  Railroad 

Isthmus  of  Tehuantepec 

New  Orleans  to  Melbourne: 

Suez  Canal 

Cape  Horn 

Cape  of  Good  Hope 

Panama  Railroad 

Isthmus  of  Tehuantepec 

New  Orleans  to  Honolulu: 

Cape  Horn 

Panama  Railroad 

Isthmus  of  Tehuantepec 

New  Orleans  to  San  Francisco: 

Cape  Horn 

Panama  Railroad 

Isthmus  of  Tehuantepec 


Miles. 

18,381 
17,289 
14,314 
9.6&9 
8,095 

16,683 
15,640 
15.560 
11,181 
9,736 

16,251 
7,294 
5,834 

16,112 
5,418 
3,561 


MUea. 

10,286 

9,164 

6,219 

1,564 


6,947 
5,904 
5,824 
1,445 


10,917 
1,960 


12,551 
1,857 


In  considering  the  saving  in  the  value  of  distances  by  either  the 
Panama  Railroad  or  the  Tehuantepec  route  it  is  reasonable  to  take 
250  miles  a  day  as  the  average  rate  of  speed  of  a  cargo  steamer  and 
the  average  rate  of  ocean  freight  as  approximately  a  dollar  a  ton  in 
weight  for  each  1,000  miles. 


ISTHMIAN  CANAJ. 


Committee  on  Interoceanic  Canals, 

United  States  Senate, 
Wdshingto^i^  D.  C,  Mondays  March  26^  J 906, 
The  committee  met  at  2  o'clock  p.  m.  (only  an  executive  session 
having  been  held  on  Wednesday  last). 

Present:  Senators  Millard  (chairman),  Kittredge,  Dry  den,  Knox, 
Ankeny,  Morgan,  and  Taliaferro. 

STATEMEHT  OF  COL.  OSWALD  H.  ERNST,  U.  S.  AEMY. 

The  Chairman.  General  Ernst,  will  you  be  kind  enough  to  give  the 
stenographer  your  name  and  rank? 

Colonel  Ernst.  O.  H.  Ernst;  colonel,  Engineer  Corps,  U.  S.  Army. 

The  Chairman.  And  your  present  position  ? 

Colonel  Ernst.  I  am  now  a  member  of  the  Isthmian  Canal  Commis- 
sion. 

The  Chairman.  When  were  you  appointed  a  member  of  the  Com- 
mission ? 

Colonel  Ernst.  I  was  appointed  a  member  of  this  Commission  on 
the  1st  of  April  last. 

The  Chairman.  Yon  have  been  ah  engineer  in  the  Army  for  a  good 
while  i 

Cblonel  Ernst.  Yes,  sir;  I  graduated  at  West  Point  in  1804,  and 
have  served  in  the  Corps  of  Engineers  ever  since — forty-two  years. 

The  Chairman.  Now,  Colonel,  we  would  like  to  have  you,  as  a 
member  of  the  Commission  and  an  armv  engineer,  give  us  your 
experiences  upon  the  Isthmus  and  your  Judgment  in  regard  to  the 
work  which  is  going  on  there  at  the  present  time.  You  have  been  on 
the  Isthmus,  as  I  understand  it,  a  good  many  times? 

Colonel  Ernst.  Yes,  sir.  The  last  time  I  was  there  was  in  October, 
and  I  found  things  in  a  very  favorable  situation.  The  temper  was 
excellent ;  the  tone  of  the  force  employed  there  was  first-rate.  The 
men  in  charge  seemed  to  me  to  be  earnest  and  capable.  They  were 
getting  supplies  with  reasonable  promptness,  ana  I  felt  very  much 
encouragecl. 

The  Chairman.  When  were  you  there  previous  to  that  time,  and 
how  long  were  you  there  ? 

Colonel  Ernst.  I  was  there  in  July,  also,  of  this  last  year. 

The  Chairman.  Were  you  ever  there  prior  to  Julv? 

Colonel  Ernst.  I  was  there  in  1899— the  spring  of  1899  and  1900. 

The  Chairman.  When  the  French  company  was  in  charge  of  the 
work? 
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Colonel  Ernst.  Yes,  sir. 

The  Chairman.  Now,  Colonel,  we  want  your  best  information  in 
regard  to  matters  as  they  exist  there,  and  particularly  in  regard  to  the 
^wo  plans  of  canal  that  have  been  submitted. 

Colonel  Ernst.  .  I  have  made  a  very  careful  review  of  all  the  ar^- 
ments  presented  on  both  sides  as  exhibited  in  these  two  reports  which 
you  have  before  you — the  majority  and  the  minoritv  reports — and  I  am 
satisfied  that  the  United  States  will  get  a  perfectly  satisfactory  canal 
in  very  much  less  time  and  for  very  much  less  money  under  the  plan 
proposed  by  the  minority.  I  believe  that  the  canal  under  that  plan 
will  cost  little  more  than  half  what  the  canal  of  the  majority  will  cost, 
and  the  time  will  be  a  little  more  than  half,  and  when  done  it  will  be 
a  better  canal,  because  it  will  be  three  times  as  big  a  canal.  The  vol- 
ume of  water  in  the  vsea-level  canal  is  only  one-third  what  the  volume 
of  water  is  in  this  lock  canal.  Leave  out  evervthing  in  those  lakes 
beyond  the  width  of  1,000  feet  and  everything  beyond  a  depth  of  45 
feet  and  you  have  three  times  the  number  of  cubic  yards  of  water  in 
the  lock  canal  that  you  have  in  the  sea-level  canal. 

If  we  could  eliminate  the  locks  it  would  be  a  fair  statement  to  say 
that  the  lock  canal  offers  three  times  the  facilities  for  navigation  that 
the  sea-level  canal  does. 

Senator  Kittredge.  Just  a  minute,  Colonel.  What  about  the  canal 
going  through  the  Culebra  cut?  Do  you  say  that  the  canal  going 
tnrough  that  cut  offers  three  times  the  facilities  for  navigation  ? 

Senator  Knox.  He  is  speaking  of  it  as  an  entirety. 

Colonel  Ernst.  I  am  speaking  of  it  as  an  entirety — as  a  waterway. 

Senator  Kittredge.  Right  there,  is  not  the  capacit}^  of  your  canal 
limited  by  the  maximum  capacity  in  any  particular  part? 

Colonel  Ernst.  No,  sir. 

Senator  Kittredge.  By  the  maximum  capacity  in  the  Culebra  cut, 
for  instance  ? 

Colonel  Ernst.  No,  sir.  The  size  of  vessels  is  limited,  but  not  the 
capacity  of  the  canal.  The  capacity  of  the  canal  varies  with  the 
facilities. 

Senator  Kittredge.  Is  not  the  capacity  of  your  canal  limited  by 
the  capacity  of  your  locks? 

Colonel  Ernst.  Oh,  yes;  not  the  capacity  of  the  canal,  necessaril)-, 
but  the  size  of  the  ships. 

Senator  Kittredge.  Is  not  the  capacity  of  your  canal  for  usable 
purposes  limited  by  the  capacity  of  your  locks? 

Colonel  Ernst.  It  depends  a  good  deal,  Senator,  on  what  we  mean 
by  '' capacity'. '' 

Senator  Kittredge.  I  mean  the  number  of  ships  that  can  pass 
through. 

Colonel  Ernst.  Yes.  Now,  what  I  say  is  that  the  capacity  of  a 
waterway  which  is  1,000  feet  wide  for  a  large  part  of  its  distance  and 
45  feet  deep  or  more  is  greater  than  the  capacity  of  a  canal  which 
is  only  200  feet  wide  or  150  feet  wide  and  40  feet  deep,  notwithstand- 
ing that  one  can  not  take  any  bigger  vessels  than  the  other.  I  mean 
the  facilities,  the  ease  with  wliicTi  they  can  get  through  and  pass  each 
other. 

Senator  Kittredge.  You  mean,  then,  to  make  that  statement  upon 
the  basis  of  eliminating  the  locks  and  eliminating  the  narrow  passage 
through  the  Culebra  Cut? 
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C!olonel  Ernst.  1  was  ^oing  on  to  say  that  these  are  to  counterbalance 
each  other.  One  canal  is  three  times  as  big  as  the  other;  but  the  one 
has  these  locks,  which  are  an  objection  on  the  other  side. 

Senator  Knox.  You  mean  that  the  area  of  the  waterway  in  the  lock 
canal  is  three  times  as  great  as  the  area  of  the  waterway  in  the  sea- 
level  canal  in  its  entirety  ?     Is  not  that  what  you  mean  ? 

Colonel  Ernst.  Yes;  only  not  area,  but  volume— cubic  volume. 

Senator  Knox.  Volume? 

Colonel  Ernst.  Yes;  that  is  what  I  say.  That  is  one  of  my  reasons 
for  thinking  that  it  is  a  safer  waterway. 

Senator  Taliaferro.  But  in  connection  with  the  inquiry  of  Senator 
Kittredge,  you  can  not  get  any  more  vessels  through  that  larger  water- 
way than  vou  can  get  through  your  narrow  locks  or  your  narrow  cut 
through  Oulebra? 

Colonel  Ernst.  They  all  have  to  go  through  the  locks,  of  course; 
but  what  I  mean  to  say  is  that  you  get  greater  speed. 

Senator  Taliaferro.  After  they  get  through  ? 

Colonel  Ernst.  Yes;  except  they  are  detained  at  these  isolated  points. 
When  they  are  elsewhere,  for  the  rest  of  the  47  miles,  they  nave  a 
free,  open  waterway  where  they  can  go  at  much  greater  speed  and 
with  much  less  risk  of  collisions  or  groundings,  or  anything  of  that 
kind. 

The  Chairman.  Now,  Colonel,  if  you  are  read}',  be  kind  enough  to 
proceed. 

Colonel  Ernst.  The  plan  as  it  was  laid  out  by  the  minority  has 
straight  courses.  You  can  guide  a  vessel  through  submerged  banks 
very  much  better  in  a  canal  with  straight  courses  than  3'ou  can  where 
they  are  all  curved.  They  make  their  changes  all  at  one  place;  they 
run  along  a  straight  course  and  then  make  a  change  and  then  run 
along  another  straight  course.  That  has  been  found  a  ver}^  great 
advantage  in  the  channels  between  the  Great  Lakes. 

Senator  Morgan.  When  making  the  changes  that  you  speak  of. 
Colonel,  do  they  have  to  stop  the  ship^ 

Colonel  Ernst.  No,  sir;  they  just  slow  up  at  the  curves.  Instead  of 
keeping  on  a  turn  all  the  time,  thej'  run  straight  up  to  the  angle,  and 
there  the  channel  is  widened  out. 

Senator  Morgan.  It  is  practically  a  stopping  of  the  ship,  is  it  not? 
It  is  a  slowing  up? 

Colonel  Ernst.  It  is  a  slowing  up. 

Senator  Morgan.  You  slow  up  when  you  reach  certain  points,  and 
then  vou  take  a  new* course? 

Cofonel  Ernst.  Yes. 

Senator  Morgan.  And  steer  for  that? 

Colonel  Ernst.  Yes. 

Senator  Dryden.  Do  you  remember  how  many  of  those  angles 
there  are  in  the  lock  canal  ? 

Colonel  Ernst.  I  do  not  remember,  but  we  can  easily  count  them. 
They  are  all  exhibited  here.     Shall  I  count  them? 

Senator  Dryden.  If  you  please,  yes:  and  in  counting  them  kindly 
point  them  out  on  the  map. 

(Colonel  Ernst  thereupon  pointed  out  on  the  map  the  locations  of 
the  angles  referred  to  and  stated  that  there  were  nineteen  of  them.) 

Senator  Dryden.  That  \9  about  one  to  every  2  miles  i 

Colonel  Ernst.  Yes,  sir. 
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Senator  Dryden.  Just  a  little  less  than  one  every  2  miles  on  an 
average.  The  point  you  make  upon  that  is  that  these  are  well-detined 
angles,  and  that  the  ship  can  make  greater  progress  by  turning  the 
angles,  even  if  at  slow  speed,  and  then  having  a  straightaway  course, 
sa}',  for  2  miles,  than^  it  could  by  going  around  the  curves  that  exist 
in  the  sea-level  scheme.     Is  that  it,  Cotonel  ? 

Colonel  Ernst.  Yes,  sir;  that  is  it.  They  are  much  more  easily 
marked. 

Senator  Dryden.  Do  you  know  how  many  of  those  curves  there  are 
in  the  sea-level  scheme? 

Colonel  Ernst.  It  is  stated  in  the  report.  I  can  find  that  for  you. 
I  do  not  recall. 

Senator  Dryden.  You  need  not  look  it  up. 

Colonel  Ernst.  It  is  an  almost  continuous  curvature. 

The  Chairman.  Colonel,  the  dark  covered  book  there  has  both 
reports  in  it,  and  everything  connected  with  the  reports  of  the  Board. 

Senator  Morgan.  Giving  the  same  depth  and  prism  to  the  canal, 
there  is  no  more  difficulty  m  steering  through  a  sea-level  canal  than 
through  a  lock  canal,  is  there? 

Colonel  Ernst.  Only  for  the  reason  that  in  one  you  have  straight 
courses  and  in  the  other  you  have  continuous  curvature  or  almost  con- 
tinuous curvature. 

Senator  Morgan.  How  do  vou  get  a  stmight  course  in  the  lock  canal 
through  the  Culebra  cut?  The  curves  are  just  the  same,  are  they  not, 
in  the  lock  canal  and  in  the  sea-level  canal  through  the  Culebra  Heights  i 

Colonel  Ernst.  Not  quite  the  same.  In  the  lock-canal  plan  they 
have  paid  great  attention  to  that  feature,  and  in  the  other  they  have 
not.  That  is  the  difference.  There  is  some  slight  difference  in  the 
Culebra  cut.  There  need  not  be,  however.  It  is  not  necessar}^  that 
there  should  be,  but  as  a  matter  of  fact  they  paid  no  particular  atten- 
tion to  that  feature  of  having  straight  courses.  They  thought  that  if 
the  curvature  was  gentle  that  was  all  that  was  necessary;  but  I  regard 
having  the  courses  absolutely  straight  as  an  advantage. 

Senator  Morgan.  It  is  Dracticable  to  make  a  strai^ter  line  with  the 
lock  canal  through  the  Culebra  Heights  than  it  is  with  sea-level  canal  i 

Colonel  Ernst.  No,  sir;  it  is  not. 

Senator  Morgan.  The  line  would  have  to  be  practically  the  same  ? 

Colonel  Ernst.  Pretty  nearly  the  same  thing;  and  if  3'ou  keep  that 
in  view,  it  is  just  as  easy  to  make  one  as  the  other. 

Senator  Kittredge.  You  say  "pretty  nearly  the  same."  In  what 
respect^  and  where,  are  they  at  all  different? 

Colonel  Ernst.  Simpl}'  in  laying  down  the  lines  on  the  map  by  the 
engineer;  if  he  takes  particular  pains  to  get  his  lines  straight,  he  will 
cut  off  a  little  more,  perhaps,  than  he  would  otherwise. 

I  believe  those  cover  the  reasons  why  I  prefer  the  minority  plan. 
There  have  been  one  or  two  points  raised  in  the  evidence  which  has 
been  before  you,  Mr.  Chairman,  which  I  would  like  to  refer  to,  unless 
some  one  has  other  questions  to  ask. 

The  Chairman.  You  may  proceed. 

Colonel  Ernst.  On  page  1760  of  the  evidence  I  read  this — Mr.  Par- 
sons was  on  the  stand.     [Reading:] 

'^  Senator  Kittredge.  Then,  as  I  understand  you,  notwithstanding 
the  statement  in  the  minority  report  of  the  usable  dimensions  of  this 
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lock  as  900  feet  b}^  95  feet,  in  the  plan  presented  to  us  the  usable 
dimensions  are  in  fact  790  feet  as  to  length? 

''Mr.  Pahsons.  That  is  a  fact. 

" Senator  KiTTREDGE.  Bv  what  width? 

"Mr.  Pabsons.  Ninety-five  feet. 

"Senator  Kittredge.  Is  it  not  possible  to  lengthen  the  entire  lock 
structure  so  as  to  have  a  usable  length  of  900  feet? 

"  Mr.  Parsons.  It  is  not  possible  to  do  that  and  still  keep  the  three 
locks  in  flight. 

"  Senator  Kittredge.  Why  is  that? 

"Mr.  Parsons.  The  topograhy  of  the  ground  (is  such),  falling  oflf 
at  both  ends,  that  you  could  not  get  a  longer  structure  in  there.'' 

Then,  farther  on  down: 

**  There  is  a  divide  there,  a  ridge,  with  suitable  material  for  founda- 
tions, rock  or  a  very  hard  clay  amounting  almost  to  a  rock,  and  at  such 
reasonable  depth  as  to  be  reached  by  the  locks.  But  when  you  come 
to  make  the  locks  of  a  thousand  feet  each,  with  the  space  between  the 
locks  for  the  gates  and  the  clearances  between  the  locks,  the  ends  of 
that  structure  would  overhang  the  sides  of  this  ridge  so  that  the  ends 
would  not  have  a  proper  foundation.  The  ends  would  include,  of 
course,  the  end  gates  at  both  ends,  where  it  is  most  important  that 
there  should  be  a  satisfactory  foundation. 

"The  minority,  therefore,  decided  not  to  use  1,000- foot  locks.  In 
other  words,  three  members  of  the  minority  reversed  themselves  in 
their  original  decision  of  a  thousand  feet  and  dropped  back  to  a  900- 
foot  lock,  so  as  to  get  in  three  locks  of  900  feet  eacn  in  this  situation. 

"Then,  when  an  objection  was  made  to  the  danger  of  locks  in  flight, 
they  still  further  reduced  it,  as  Mr.  Bates  has  pointed  out,  by  intro- 
ducing the  safety  gates,  the  second  set  of  gates,  and  by  putting  them 
inside  of  the  900-foot  length. 

"  Senator  Kittredge.  And  thereby  reducing  the  usable  length  dimen- 
sion to  less  than  800  feet? 

"  Mr.  Parsons.  To  something  less  than  800  feet." 

The  Chairman.  That  refers  to  the  locks  at  Gatun,  I  presume? 

Colonel  Ernst.  Yes,  sir. 

Now,  as  for  the  site,  we  have  a  cablegram  from  Mr.  Stevens,  which 
I  believe  is  on  file 

The  Chairman.  By  the  way.  Colonel,  right  here  I  will  hand  you 
these  cablegrams,  and  will  ask  you  to  look  them  over  and  comment  on 
them,  and  then  allow  them  to  go  into  the  record.  This  one  appears 
to  have  been  sent  by  Mr.  Stevens  to  Mr.  Shonts  and  the  other  is  to 
the  Secretary  of  War.  If  3"ou  will  have  the  kindness  to  look  those 
over  and  read  them  to  the  committee  and  then  comment  on  them,  I 
would  like  to  have  them  in  the  record  after  you  are  through  with 
them. 

Colonel  Ernst.  Here  is  a  telegram  dated  March  17  from  the  chief 
engineer  on  the  Isthmus,  Mr.  Stevens. 

The  Chairman.  I  think  you  should  read  the  other  one  first — the  one 
to  Mr.  Stevens. 

Colonel  Ernst.  The  one  from  Mr.  Shonts  i 

The  Chairman.  Yes.  Jt  seems  to  have  been  from  Mr.  Shonts  to 
Mr.  Stevens. 
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Colonel  Erxst.  Mr.  Shonts,  after  this  evidence  was  given,  tele- 
graphed this  to  Mr.  Stevens: 

C(mjideati(d.\  March  16,  1906. 

Stevens,  Panama: 

Burr  and  Parsons  testified  in  favor  sea  level  and  strongly  against 
lock,  asserting  Gatun  Hill  not  large  enough  to  permit  construction 
three  locks  in  series  with  usable  length  exceeding  790  feet  each,  and 
proper  foundation  dam  not  attainable.  Noble  testified  in  favor  of  lock 
canal,  but  had  no  figures  to  refute  statements  about  length  Gatun 
Hill. 

Shonts. 


March  17, 1906. 
Shonts,  Washington: 

Cablegram  of  16th  received.  I  have  just  made  careful  personal 
examination  exact  site  Gatun  dam.  There  is  ample  length  with  per- 
fect foundations  for  longer  locks  than  reported  by  minority  of  board. 
Contradict  Burr  and  Parsons  on  my  authorit}',  and  sa}^  that  if  nature 
had  intended  triple  locks  there  she  could  not  have  arranged  matters 
better. 

Stevens. 

The  Secretary  of  War  also  telegraphed  to  Mr.  Stevens,  on  the  18th 
of  March,  as  follows: 

March  18,  1906. 
Stevens,  Panama: 

Would  it  not  be  wise  for  you  to  examine  and  measure  Gatun  Hill 
with  reference  to  the  question  raised  by  Burr  and  Parsons?  It  ought 
to  be  done,  if  done  at  all,  at  once. 


Taft. 


Reply,  dated  March  20,  1906: 


Isthmian,  Wa^/i!ngto7i: 

Replying  to  Secretary  Taft  cable,  18th,  I  say  limits  in  length 
required  for  twin  triple  locks,  Gatun,  3,100  feet;  in  width  300  feet. 
Have  fully  developed  by  one  hundred  borings,  3,800  feet  in  length 
and  300  width,  on  exact  site,  perfect  foundations,  and  can  build  two 
sets  of  three  locks,  each  1,150  feet  long  if  necessary,  and  perhaps 
much  longer.     Conditions  ideal  for  construction  and  permanency. 

Stevens. 

Senator  Morgan.  Is  that  two  sets  in  flight,  or  three,  that  j'ou  men- 
tion i 

Colonel  Ernst.  Three. 

Senator  Morgan.  Three  in  flights 

Colonel  Ernst.  Yes,  sir;  they  are  double,  Imt  there  is  a  flight  of  three. 

Senator  Kittreixje.  What  was  the  total  length  that  he  found  there  ? 

Colonel  Ernst.  He  says  enough  to  make 

Senator  Kittreoge.  1  mean  the  total  length. 
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Colonel  Ernst.  He  says  enough  to  make  three  locks  1,150  feet  long 
each. 

Senator  Kittredge.  Does  that  mean  that  the  aggregate  length  suit- 
able for  the  lock  structure  is  three  times  1,150  feet? 

Colonel  Ernst.  Yes,  sir;  that  is  what  that  means. 

Senator  Morgan.  Three  times  1,150  feet? 

Senator  Kittredge.  That  means  there  is  3,450  feet  there? 

Colonel  Ernst.  Yes,  sir;  it  means  more  than  that.  It  means  that 
there  is  that  plus  the  space  required  for  the  structure  outside  of  the 
locks  themselves. 

Senator  Kittredge.  That  is  what  I  was  getting  at. 

Colonel  Ernst.  That  is  the  way  he  describes  it — that  it  is  abundant 
to  build  locks  1,150  feet  long  or  more,  but  of  course  j^ou  can  not  build 
a  lock  without  giving  the  proper  supports  outside  of  the  locks  them- 
selves. 

It  is  stated  here  in  the  first  place  that  they  cut  down  their  length 
from  1,000  to  900  feet  because  they  did  not  have  room.  That  shows 
that  that  was  not  the  reason. 

It  is  stated  also  that  the  900  feet  is  short.  Now,  here  is  the  original 
drawing  tiled  with  the  Commission,  which  I  brought  up  here  so  that 
you  could  see  for  yourselves.  It  covers  four  different  studies.  The 
onlj-  one  which  we  are  concerned  with  now  is  this  one  [indicating], 
which  is  the  Gatun  locks  in  flight  of  three.  I  have  had  a  tracing 
taken  of  that  part,  but  I  thought  I  would  bring  the  whole  thing  here 
so  that  you  can  see  that  this  is  the  original  drawing  filed  by  that  Con- 
sulting Board. 

In  describing  a  lock  engineers  have  to  use  two  lengths,  one  being 
the  total  length  of  the  chamber,  which  they  use  in  computing  the  vol- 
ume of  water  that  is  required  to  till  it,  but  in  that  must  be  included 
room  enough  for  the  gates  to  swing.  You  can  not  put  in  a  ship  the 
total  length  of  the  chamber.  So  tney  "have  another  length  that  they 
call  the  usable  length,,  which  is  less. 

Senator  Kittredge.  What  is  the  difference  between  the  two? 

Colonel  Ernst.  What  is  the  difference  ? 

Senator  Kittredge.  Yes.  , 

Colonel  Ernst.  In  this  case  it  is  55  feet. 

Senator  Kittredge.  At  each  end  ? 

Colonel  Ernst.  No,  sir;,  the  total  length.  The  length  here, between 
point  posts,  from  quoin  to  quoin — perhaps  the  better  expression 
would  be  "gateposts." 

Senator  Kittredge.  1  understand  what  they  are. 

Colonel  Ernst.  The  distance  between  the  gateposts  in  this  case  is 
955  feet.  That  is  adjusted  so  as  to  give  900  feet  clear,  allowing  for 
these  gates  to  swing. 

Senator  Kittredge.  Do  you  not  have  gates  swinging  at  each  end  of 
your  lock  structure  ? 

Colonel  Ernst.  Not  swinging  in  the  chamber;  they  are  outside. 
They  do  not  swing  both  ways,  you  know.     Here  is  the  chamber.    The 

¥ites  have  to  swing  around  into  these  recesses  at  that  end  [indicating], 
he\'  do  the  same  thing  at  this  end  [indicating],  but  of  course  they  do 
not  interfere  with  the  length  of  ^he  lock  chanjber. 

The  distance  from  quoin  to  quoin — that  is,  between  the  gate  posts — 
in  this  case  is  955  feet  in  order  to  give  900  feet  of  usable  length.     It 
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is  said  that  in  that  upper  lock  they  have  put  this  guard  gate  into  that 
chamber  and  have  encroached  on  it  in  that  way.  The}-  have  put  it 
into  the  chamber,  but  they  have  not  encroached  on  it. 

Senator  Kittredge.  I  wish  you  would  tell  us  just  why  they  have 
not  made  that  encroachment. 

Colonel  Ernst.  That  is  what  i  had  this  diagram  made  for.  T\m 
[referring  to  diagram]  is  upstream.  You  see,  the  gates  all  point  that 
way.  Tnis  is  upstream.  In  the  ca«e  of  a  l>oat  entering  the  lock 
upstream  both  these  gates  stand  open.  The  boat  comes  down  here 
to  this  gate  and  stops.  This  iipper  gate  is  then  closed.  Now  you 
have  got  three  gates  closest  Then  tnis  gate  is  opened;  the  boat  is 
pushed  forward  80  feet 

Senator  Kittredge.  How  pushed  forward  ? 

Colonel  Ernst.  By  capstans,  or  whatever  power  is  used  for  moving 
the  boat.  She  is  moved  forward  by  her  own  power,  or  b}'  some  other 
power  ;  probably  by  capstans. 

Senator  Kittredge.  What  distance? 

Colonel  Ernst.  Eighty  feet.  This  does  encroach  if  you  want  to 
close  all  the  gates  at  the  same  time;  it  does  encroach  80  feet  in  that 
event.  The  distance  here,  between  these  two  quoin  posts,  is  80  feet, 
but  it  does  not  prevent  your  putting  through  there  a  900-foot  boat 
and  still  having  your  summit  level  protected  at  all  times  by  two  or 
three  gates;  never  less  than  two  gates.  The  ship  comes  in  here,  and 
this  gate  is  closed  behind  her.  This  one  is  open.  She  goes  forward 
80  feet  and  stops  there. 

Senator  Kittredge.  And  stops,  j^ou  ^iiyi 

Colonel  Ernst.  And  stops;  yes.'  The  difference  is  that  it  takes 
from  seven  to  eight  minutes  longer  for  the  ship  to  get  through.  That 
is  the  difference. 

Senator  Kittreiwe.  After  jjhe  stops,  what  happens? 

Colonel  Ernst.  Then  this  other  gate  is  closed. 

Senator  Kittkedcje.  Which  other  gate? 

Colonel  Ernst.  This  second  gate.     Here  are  two  gates. 

Senator  Kittredge.  You  mean  by  "the  second  gate,"  the  safetj- 
gate? 

Colonel  Ernst.  Well,  we  usually  call  the  upper  one  the  guard  gate; 
but  the  second  gate  is  closed,  that  gate  [indicatmg]  is  closed,  and  there 
is  the  position  [indicating];  and  there  are  still  two  gates  always  pro- 
tecting the  upper  level. 

Senator  Kittredge.  If  it  does  not  interrupt  you,  I  would  like  to 
know  a  little  more  about  that  situation.  Your  safet}'  gates  are  in  your 
upper  lock;  is  that  right? 

Colonel  Ernst.  One  is  inside  and  one  is  outside. 

Senator  Kittredge.  But  they  are  connected  with  your  upper-lock 
structure? 

Colonel  Ernst.  Yes,  sir;  yes,  sir. 

Senator  Kittredge.  Now,  where  with  reference  to  the  structure  are 
the  safety  gates?     Describe  it  so  that  it  will  appear  in  the  record. 

Colonel  Ernst.  I  do  not  think  I  understand  tnat. 

Senator  Kittredge.  Do  you  have  safety  gates  at  each  end  ? 

Colonel  Ernst.  Yes. . 

Senator  Kittredge.  Now,  how  far 

Colonel  Ernst.  Oh,  I  think  I  do  understand  you  now.  Ordinarily 
there  would  be  simply  one  gate  at  each  end.    For  the  purposes  of  safety 
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an  additional  gate  is  put  up,  which  we  call  guard  gates  or  safety  gates. 
One  of  those  is  put  outside  of  this  space  which  has  been  devoted,  we 
will  say,  to  a  lock  without  safety  gates.  The  other  one  is  put  inside. 
The  distance  which  this  is  above  that  one  is  80  feet. 

Senator  Kittredge.  Do  not  say  'Hhis  one  above  that  one;"  describe 
it  so  that  we  can  put  it  into  the  record. 

Colonel  Ernst.  The  distance  of  the  quoin  post  of  the  guard  gate 
from  the  other  gate  is  80  feet;  and  it  woula  encroach  that  much  on 
the  usable  length  of  the  lock  if  you  had  to  keep  all  your  gates  closed 
at  the  same  time. 

Senator  Kittredge.  In  other  words,  it  would  reduce  the  usable 
length  to  820  feet  ?     Is  that  it  ^ 

(x)lonel  Ernst.  That  is  it.  Yes;  exactly — if  you  had  to  close  all 
your  gates  at  the  same  time;  but  you  do  not  have  to  do  that. 

Senator  Kittredge.  Suppose  you  put  a  ship  900  feet  in  length  into 
that  lock;  describe  exactly  what  would  happen  in  putting  that  size 
of  ship  through  that  lock  ( 

Colonel  Ernst.  Yes,  sir;  that  is  what  I  was  trying  to  do.  She 
comes  in  here,  we  will  suppose;  both  the  upstream  gates  are  open; 
she  enters  the  lock 

Senator  Kittredge.  From  the  upstream  end? 

Colonel  Ernst.  From  the  upstream  end.  She  enters  the  lock  until 
she  reaches  this  gate  [indicating]. 

Senator  Kittredge.  And  at  what  distance  is  the  gate  you  now  point 
to  from  the  upper  end  of  the  lock  ? 

Colonel  Ernst.  From  this  point  to  this  point  [indicating]  is  956  feet. 

Senator  Kittredge.  At  what  distance  from  the  gate? 

Colonel  Ernst.  From  that  gate,  the  second  gate,  820  feet;  but  those 
gates  are  open. 

Senator  kiTTREDGE.  I  understand. 

Colonel  Ernst.  The  ship  is  sticking  out  through  those  gates,  and 
after  she  has  gotten  here  and  come  to  a  stop  these  gates  are  closed. 

Senator  Taliaferro.  The  outer  gates  are  closed! 

Colonel  Ernst.  The  outer  gates  are  closed.  That  leaves  those  gates 
and  these  gates  [indicating]  still  to  protect  the  summit  level;  ana  you 
are  free  to  open  that  gate  [indicatmg],  which  you  do.  The  ship  is 
then  pushed  forward  80  feet,  and  stops  again.  Then  this  gate 
[indicating]  is  closed,  and  that  leaves  the  two  up  there  [indicating]  to 

Srotect  the  summit  level,  and  j^ou  are  free  to  open  that  gate,  which  3'ou 
o,  and  the  ship  goes  out. 

Senator  Taliaferro.  What  is  the  usable  length  of  the  lock  with  all 
the  gates  closed? 

Colonel  Ernst.  Eight  hundred  and  twenty  feet. 

Senator  Knox.  What  is  the  usable  length  with  the  gates  open,  which 
you  say  may  be  safely  opened  after  the  vessel  goes  in? 

Colonel  fiRNST.  Nine  hundred  feet. 

Senator  Knox.  So  that  is  the  maximum  usable  length? 

Colonel  Ernst.  Yes,  sir. 

Senator  Kittredge.  What  do  you  put  those  safety  gates  in  there 
for? 

Colonel  Ernst.  So  that  there  would  always  be  two  gates  to  protect 
the  summit  level. 

Senator  Taliaferro.  Under  this  arrangement  there  is  only  one  when 
you  close  both  gates  in  the  rear,  or  at  the  entrance  of  the  lock  ?     When 
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you  close  both  gates  5^ou  have  only  one  gate  to  protect  that  at  the  other 
end? 

Colonel  Ernst.  Yes;  but  down  here  (the  ship  is  supposed  to  come 
down,  now,  to  this  level)  you  have  these  two  gates;  you  always  have 
two. 

Senator  Kittredge.  At  which  end? 

Colonel  Ernst.  In  this  case,  now,  they  are  up  there;  when  the  ship 
is  moved  forward  to  this  place,  both  are  at  that  end  [indicating].  First 
they  are  both  at  this  end  [indicating];  then  one  is  at  this  end  and  one 
at  tnis  end,  and  then  they  are  both  at  that  end  [indicating]. 

Senator  Taliaferro.  Which  is  the  summit  level  end  of  the  lock, 
Colonel  ? 

Colonel  Ernst.  This,  upstream  [indicating]. 

Senator  Taliaferro.  You  do  not  mean  that  you  can  put  a  900- foot 
ship  through  that  lock  and  have  at  all  times  those  two  upstream  gates 
closed,  do  you  ? 

Colonel  Ernst.  Not  those  two  gates,  no;  we  can  have  one  of  them 
closed — one  there  and  one  there  [indicating]. 

Senator  Taliaferro.  Then  it  is  a  fact  that  you  have  not  at  all  times 
your  summit  end  of  the  lock  protected  by  two  gates  when  you  are 
putting  through  a  ship  900  feet  long? 

Colonel  Ernst.  Oh,  yes;  this  gate  is  precisely  on  the  same  footing 
with  that  gate.  They  are  all  holding  the  same  level  of  water.  There 
is  no  difference  in  the  level.  We  will  suppose  this  lock  to  have  been 
filled  up  to  the  level.  There  is  not  the  slight-est  trouble  al>out  that; 
there  are  always  at  least  two  gates  to  protect  the  summit  level. 

Senator  Knox.  But  not  alwa3's  at  the  same  end  of  the  lock? 

Colonel  Ernst.  But  not  always  at  the  same  end  of  the  lock;  that  is 
it  exactly. 

Senator  Dryden.'  You  are  speaking  now.  Colonel,  of  the  locks  as 
designed  and  recommended  by  the  minority  of  the  engineers.  In  that 
connection,  how  do  you  interpret  these  communications  from  Engineer 
Stevens  as  to  the  possibility  of  making  longer  locks  there  if  it  is 
deemed  necessary  and  advisable? 

Colonel  Ernst.  Well,  there  is  a  difference  of  opinion  here,  you  know, 
about  how  long  those  locks  ought  to  be. 

Senator  Dryden.  Yes,  but  suppose  it  should  be  finally  determined 
that  locks  longer  than  originally  suggested  should  be  made;  that  locks 
of  1,000  feet  usable  length  should  be  put  there.  Do  you  understand 
Mr.  Stevens  to  say  that  the  formation  of  the  mountain  and  the  land  is 
such  that  these  locks  can  be  made  of  such  a  length? 

Colonel  Ernst.  I  do;  yes. 

Senator  Dryden.  That  is  the  point  I  wanted  to  get  at. 

Colonel  Ernst.  That  is  as  I  understand  it. 

Senator  Dryden.  And  Mr.  Stevens,  3'ou  understand,  states  that  from 
an  actual  examination  of  the  land,  the  conditions  there  since  these  doubts 
were  thrown  upon  the  possibility  of  making  locks  of  that  length? 

Colonel  Ernst.  Yes,  sir. 

Senator  Dryden.  With  a  view  of  ascertaining  whether  or  not  they 
should  be  made  longer? 

Colonel  Ernst.  Yes,  sir;  that  is  what  I  understand. 

Of  course  this  involves  losing  eight  or  ten  minutes  in  going  through, 
although  it  is  a  perfectly  safe  thing  to  do.  You  still  have  the  usable 
length  of  900  feet,  witfi  the  two  gates  always  protecting  the  summit 
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level.  It  would  be  possible  to  make  this  lock  long  enough  to  shut  all 
the  gates  and  still  have  900  feet  between  them.  There  are  some  objec- 
tions to  that,  but  that  is  a  possibility.  The  objections  are  that  you 
want  about  the  same  cubic  volume  of  water  in  one  lock  as  in  the  other; 
and  if  you  increase  the  length  of  this  lock  above  that  of  the  others, 
you  ought  to  decrease  the  lift.  That  can  be  done  and  make  the 
volume  the  same,  with  a  greater  length  and  less  lift;  but  that  has 
the  objection  that  your  gates  are  different.  It  is  an  advantage  to  have 
the  gates  all  duplicates  of  each  other.  They  sometimes  get  out  of 
order,  and  it  is  a  da<?irable  thing  to  have  them  all  duplicates;  and  it 
strikes  me  that  this  is  the  best  arrangement  they  could  make.  But  it  is 
not  so  that  they  can  not  put  a  900- foot  boat  through  there  with  perfect 
safety — I  mean,  having  two  gates  always  to  protect  the  summit  level. 

Senator  Dryden.  Do  you  know  of  an}-  reason  why,  if  it  is  thought 
necessary  to  make  these  locks  longer,  there  should  be  any  mechanical 
or  structural  difficulty  about  doing  it? 

Colonel  Ernst.  None  in  the  world;  none  in  the  world.  It  is  the 
easiest  way  to  enlarge  a  lock  that  there  is,  to  increase  the  length  of 
the  wall. 

Senator  Dryden.  Could  they  be  made  longer  with  just  as  much 
safety  as  the  length  originally  suggested^ 

Colonel  Ernst.  Absolutely;  certainly. 

Senator  Dryden.  And  in  facility  of  operation  they  could  be  operated 
as  easily ,  could  the V  ^ 

Colonel  Ernst.  Yes,  sir;  just  as  easily. 

Does  any  gentleman  want  any  further  explanation  on  that  point? 

The  Chairman.  Have  3^ou  a  statement  there  that  you  wish  to  read 
to  the  committee? 

Colonel  Ernst.  No;  I  have  no  written  statement,  but  there  is  another 
point  in  the  evidence  that  I  would  like  to  allude  to. 

Senator  Dryden.  Before  you  pass  to  that,  Colonel,  it  has  been  stated 
here  that  there  is  danger  of  these  looks  being  smashed  down  and 
destroved  by  the  weight  and  operation  of  the  vessels  passing  through. 
I  woufd  like  to  have  your  opinion  upon  that  matter. 

Colonel  Ernst.  I  do  not  think  there  is  any  more  danger  of  that, 
Senator,  than  there  is  in  coming  up  in  this  elevator  that  we  come  up  in 
every  day  to  this  committee  room.  There  are  people  in  the  world, 
plenty  of  them,  who  would  be  afraid  to  come  up  on  that  elevator,  and 
the  engineers  who  have  had  the  greatest  familiarity  with  locks  are 
those  who  are  the  most  perfectly  satisfied  of  the  perfect  safety  of 
making  these  new  locks,  these  large  locks. 

I  have  watched  the  Soo  Canal  for  a  good  many  years.  I  had  general 
supervision  of  that  district  of  country  before  coming  here,  and  I  am 
just  as  satisfied  that  those  locks  can  be  built  as  I  am  of  anything  else 
in  the  world.     I  have  no  doubt  about  it  at  all. 

Senator  Kittredge.  What  is  the  maximum  lift  at  the  Soo? 

Colonel  Ernst.  The  lift  is  about  20  feet. 

Senator  Kittredge.  One  lock? 

Colonel  Ernst.  One  lock,  20  feet  lift;  yes. 

Senator  Kittredge.  Do  you  think  that  condition  at  the  Soo  is  to  be 
compared  with  the  condition  at  these  Gatun  locks? 

Colonel  Ernst.  Oh,  yes.     It  is  on  a  smaller  scale.     Oh,  I  think  we 
should  take  our  lessons  from  the  Soo.     I  rely  very  greatly  on  the 
experience  at  the  Soo.     It  is  the  best  experience  there  is. 
p  0— VOL  3—06 7 
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The  navigation  interests  of  the  Great  Lakes  are  enormous,  the  com- 
merce is  growing  with  marvelous  rapidity.  It  is  not  afraid  of  those 
locks.  They  are  clamoring  now  for  deeper  channels  between  the 
lakes.  They  want  more  than  21  feet,  ana  when  they  get  them  they 
will  want  bigger  locks;  and  the,y  know  that  i)erfectly  well.  They  are 
not  afraid  ot  them.  The  trade'is  growing  enormously.  Last  year  it 
beat  all  records. 

Senator  Kittredge.  What  was  the  tonnage  capacity  if 

Colonel  Ernst.  About  45,000,0i)0  tons  went  through  the  Soo  canals, 
those  three  canals,  of  which  this  Poe  lock  takes  much  the  greater  part. 

Senator  Knox.  How  does  that  compare  with  the  Suez  Canal  i 

Colonel  Ernst.  It  is  more  than  three  times  as  mucli. 

Senator  Kittredge.  In  speaking  about  the  tonnage  passing  through 
there,  you  mean  through  the  British  canal  as  well  as  ours? 

Colonel  Ernst.  Yes.     The  British  canal  takes  about  10  per  cent. 

Senator  Kittreixje.  How  much  went  through  ours  if 

Colonel  Ernst.  Oui^s  takes  90  per  cent  of  it. 

Senator  Kittredge.  Figured  in  tons,  how  much  was  it^ 

Colonel  Ernst.  A  little  over  40,01)0,000  tons.  Ten  per  cent  of 
45,000,000  would  be  four  and  a  half.  About  40,000,000  tons  went 
through  our  locks. 

I  do  not  know  but  that  it  is  proper  to  call  attention  to  the  continua- 
tion of  Mr.  Parsons's  testimon}'  the  next  day,  having  referred  to  his 
evidence,  to  which  I  have  just  replied.  After  that  evidence  that  I 
have  quoted  before,  this  is  what  he  say.s  the  next  da}*: ' 

''I  am  not  attacking  the  ability  to  construct  tho^e  locks  at  all.  I 
want  to  have  that  distinctly  understood.  But,  at  the  same  time,  if  the 
locks  are  built,  when  they  are  built  they  will  be  unsafe  for  operation, 
in  ni}^  opinion,  us  I  explained  j^esterday.  In  other  words— I  lay  stress 
not  upon  the  inabilit}'  to  construct  the  locks  or  the  inability'  to  make 
those  locks  1,000  feet  long,  if  necessary — I  believe  that  the  ground  is 
probably  there  to  build  the  locks  on  and  that  the  locks  can  be  built  a 
thousand  feet  long,  if  it  is  necessary,  but  that  if  that  is  done  you 
will  still  have  locks  that  are  unsafe  to  operate,  on  account  of  the 
locks  being  in  series  of  three." 

So  that  he  toned  down  a  little  the  evidence  he  gave;  but  I  thought 
it  was  desirable  to  explain  to  the  committee  that  tnat  minority  report 
said  exactly  what  thej^  intended  to  8R\\  and  they  furnished  plans  for 
locks  that  could  pass  a  boat  900  feet  in  length. 

Senator  Kittredge.  If  it  is  a  convenient  time  I  would  like  to  have 
your  views  upon  the  lock  structure  from  a  military  standpoint. 

Colonel  Ernst.  Senator,  I  do  not  believe  in  making  that  canal  a 
subject  of  the  operations  of  war  at  all.  I  a^ree  entirely  that  it  is 
easier  to  destroy  a  lock  with  a  stick  of  d3^namite  than  it  is  anvthing 
else  upon  the  canal.  But  I  believe  that  both  canals  are  utterly  vul- 
nerable, and  that  the  best  defense  we  have  is  to  make  them  neutral 
and  to  put  our  citizens  in  charge  of  them. 

Senator  Kittredge.  Suppose  the  canal  had  been  in  operation  in 
1898,  and  we  had  wanted  to  put  the  Oregon  through — would  you  have 
prevented  that  ship  from  passing  through? 

Colonel  Ernst.  Oh,  no;  my  idea  of  neutiulit}-  is  that  all  vessels, 
men-of-war  and  commercial  vessels,  will  go  through  just  the  same  as 
if  there  was  not  any  war.     I  believe  thatis  correct. 
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Senator  £1ittbedge.  Would  you  have  been  in  favor  of  permitting 
the  ships  of  Spain  to  pass  through  there'll 

Colonel  Ernst.  If  she  would  take  the  risk;  but  t  know  very  well 
8he  would  not.  I  know  very  well  that  no  commander  of  a  vessel  would 
put  his  ship  in  that  canal  if  the  lock  keepers,  and  the  pilots,  and  every- 
body in  charge  of  it  were  Americans,  if  his  nation  was  at  war  with 
America. 

Senator  Kittredge.  What  do  you  mean  by  putting  the  canal  upon 
a  neutrality,  then? 

Colonel  Ernst.  I  mean  to  give  everybody  the  free  use  of  it  if  they 
are  not  afraid  to  use  it;  but  what  I  think  is  this:  That  a  foreign  com- 
mander would  be  simply  afraid  to  use  it,  no  matter  what  our  Govern- 
ment might  promise.  We  have  men  down  there  of  all  kinds,  and 
somebod}'  would  be  bound  to   sink  his  vessel  for  him. 

Senator  Kittredge.  Do  you  consider  this  canal,  when  constructed, 
useless  from  the  military  standpoint. 

Colonel  Ernst.  Oh,  no;  not  at  all.  I  think  our  people  would  use 
it.  We  would  have  our  citizens  there;  that  is  the  difference.  If  it 
were  a  neutral  canal,  with  French  citizens  or  Spanish  citizens  in 
charge  of  it,  then  it  would  not  be  of  any  use  to  us;  but  having  our 
citizens  in  charge  of  it  I  think  we  could  use  it  with  safety. 

Senator  Taliaferro.  You  mean  vou  would  advertise  neutrality, 
but  operate  the  canal  in  such  a  way  that  people  that  were  at  war  with 
this  country  would  not  go  into  it?     [Laughter.] 

Colonel  Ernst.  Well,  I  simply  take  human  nature  as  I  find  it.  That 
is  what  I  believe  would  be  the  result.  1  would  advertise  neutrality, 
and  keep  it,  too,  as  far  as  I  was  able  to  do  it;  but  I  know  very  well  I 
could  not  do  it.  1  know  that  even  if  we  thought  we  could  do  it  the 
foreigners  would  be  suspicious  of  it  and  be  afraid  to  use  it.  That  is. 
what  1  believe  in  the  matter. 

Senator  Morgan.  Colonel,  in  this  neutrality  matter,  if  j^ou  were  in 
command  of  a  fleet  or  an  army  at  Panama  and  the  United  States  Gov- 
ernment was  at  war  with  Great  Britain  or  Germany,  would  you  con- 
sider that  under  the  laws  of  neutrality  you  were  obliged  to  allow  ships 
of  war  of  Germany  or  of  Great  Britain  to  pass  through  that  canal, 
knowing  that  they  were  going  up  to  attack  San  Francisco,  or  the 
border  up  there? 

Colonel  Ernst.  I  suppose  that  is'what  neutralit}'^  would  mean,  would 
it  not,  Senator?    You  know  much  more  about  it  than  I  do. 

Senator  Morgan.  I  have  not  that  view  of  it.  I  have  always  sup- 
posed that  the  nation  that  controls  the  channel,  it  not  being  a  public, 
international  channel,  has  the  right  to  say,  among  nations  that  are 
belligerent  with  each  other,  but  not  belligerent  with  the  United  States, 
''You  shall  pass  through  here  on  equal  terms;  but  when  you  open 
belligerency  with  the  United  States  we  will  take  our  ground  to  fight 
you  at  the  mouth  of  the  canal,  if  it  is  necessary  to  do  it." 

Colonel  Ernst.  Yes — well,  of  course,  I  do  not  know  how  far  the 
term  '' neutralit}^"  would  extend;  but  I  think  that  no  British  com- 
mander would  put  his  ship  through  there  if  our  people  had  charge  of 
the  locks,  if  we  were  at  war  with  Great  Britain,  no  matter  what  we 
promised. 

Senator  Morgan.  And  we  would  not  put  our  ships  there  if  we  were 
at  war  with  Panama,  either;  would  we? 
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Colonel  Ernst.  No;  I  would  not  put  my  ship  there,  except  in  case 
of  urgent  necessity,  if  we  were  at  war  with  anybody,  no  matter  who 
it  might  be.  I  do  not  think  that  any  captain  would  have  his  ship  in 
there  any  longer  than  was  absolutely  necessa^3^ 

Shall  I  pass  to  the  other  point? 

The  Chairman.  Yes,  sir. 

Colonel  Ernst.  On  page  1496  Mr.  Burr  was  testifying,  and  he 
makes  this  statement: 

''In  the  work  of  the  first  Isthmian  Canal  Commission,  where  it  was 
the  duty  of  that  Commission  to  determine  the  most  practicable  and 
feasible  route  for  a  ship  canal,  it  was  the  unanimous  opinion  of  that 
Commission  that  for  its  purposes  a  lock  canal  should  be  recommended, 
as  it  was  recommended.  Ihat  recommendation  was  largely  for  the 
tentative  purpose  of  making  a  comparison  between  the  Nicaragua  and 
the  Panama  routes.  In  order  to  make  a  proper  comparison,  a  com- 
parison which  might  be  considered  fair  and  reasonable,  it  was  neces- 
sary to  make  it  upon  the  basis  of  a  lock  plan  for  each,  because  it  would 
not  be  practicable  or  feasible  in  any  sense  of  the  word  to  construct  a 
sea-level  canal  on  the  Nicaragua  route." 

On  page  1498  I  find  the  following: 

''  Senator  Morgan.  In  other  words,  you  did  not  consider  yourself 
committed  by  signing  that  report — joining  in  it— to  the  proposition 
that  a  sea-level  canal  at  Panama  was  impracticable  ? 

"Mr.  Burr.  Not  necessarily.  I  felt — and  I  am  sure  at  least  one 
other  member  of  the  Commission  also  felt — that  our  investigations 
were  not  sufficiently  extended.  It  was  not  possible  at  that  time  to 
extend  them  sulficiently  to  settle  that  question  finally. 

"Senator  Kittredge.  Who  was  the  other  member  of  the  Com- 
mission ? 

"Mr.  Burr.  I  refer  to  Mr.  Morison." 

Now,  Mr.  Chairman,  that  point  is  of  importance,  because  it  raises 
the  question  of  good  faith — our  national  good  faith.  That  Commis- 
sion did  adopt  a  plan.  It  said,  in  as  plain  language  as  I  can  conceive 
of,  that  it  adopted  it  and  recommended  it.  There  was  nothing  tenta- 
tive about  it,  and  it  proceeded  to  appraise  the  value  of  the  French 
property  on  that  basis.  The  French  had  taken  out  some  77,000,000 
cubic  yards  of  material.  Under  that  plan  a  large  part  of  that  material 
was  not  of  any  value,  and  we  allowed  them,  I  think,  for  some 
39,000,000  cubic  yards. 

Senator  Kittredge.  Which  plan  do  you  now  refer  to? 

Colonel  Ernst.  The  plan  that  was  recommended  by  the  Commission 
of  1901.  . 

Senator  Kittredge.  You  mean  the  Commission  that  was  appointed 
in  1899  and  made  its  report  in  1901  ? 

Colonel  Ernst.  Yes,  sir;  the  Commission  of  1899-1901. 

Senator  Morgan.  The  Commission  of  exploration  under  Walker. 

Colonel  Ernst.  It  was  a  commission  appointed  to  report  on  all  the 
routes.  I  was  instrumental  in  getting  up  the  report  of  that  Commis- 
sion, particularly  the  Panama  chapter,  and  I  worked  in  close  alliance 
with  Mr.  Morison.  He  was  with  me  in  the  work  throughout.  I  know 
exactly  what  his  views  were;  and  here  is  a  sentence  wmch  he  wrote, 
ending  up  the  paragraph  discussing  the  sea-level  plan.  This  is  Mr. 
Morrison's  own  language: 

''While  such  a  plan  would  be  physically  practicable,  and  might  be 
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adopted  if  no  other  solution  were  available,  the  difficulties  of  all  kinds, 
and  especially  those  of  time  and  cost,  would  be  so  great  that  a  canal 
with  a  summit  level  reached  by  locks  is  to  be  preferred." 

There  is  nothing  tentative  about  that. 

As  I  say,  if  it  was  tentative,  it  was  only  fair  to  let  the  French  Com- 
pany know  it.  But  we  did  not  do  that,  and  we  allowed  them  for 
39,000,000  cubic  yards  of  material. 

Senator  Knox.  I  do  not  just  get  your  point  as  to  where  the  good 
faith  of  the  Government  was  involved. 

Colonel  Ebnst.  The  French  had  expended  a  very  large  amount  of 
money  on  the  Isthmus,  and  they  valuea  their  property  at  a  very  large 
sum  of  money. 

Senator  Morgan.  They  had  spent  $260,000,000,  had  they  not? 

Colonel  Ernst.  Yes,  sir;  that  was  in  hard  cash  that  got  into  their 
treasury. 

Senator  Morgan.  And  they  got  it  almost  two-fifths  done? 

Colotfel  Ernst.  Well,  yes,  roughly;  under  some  plans,  you  may 
say  it  was  two-fifths  done. 

Senator  Knox.  Just  finish  that  answer  where  you  were  speaking 
about  the  good  faith. 

Colonel  Ernst.  They  had  estimated  that  they  had  removed  77,000,000 
yards  of  material.  We  rejected  all  of  that  except  what  was  useful 
under  this  plan. 

Senator  Knox.  Why  did  you  reject  it? 

Colonel  Ernst.  Because  it  was  not  of  any  value  to  us.  We  expected 
to  build  the  canal  under  that  plan,  and  we  thought  it  was  fair  to  pay 
them  for  such  of  their  work  as  would  be  useful  under  that  plan. 

Senator  Knox.  Under  what  plan? 

Colonel  Ernst.  The  plan  of  1901— the  Commission  of  1899-1901. 

Senator  Knox.  Being  a  lock  scheme? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  With  a  dam  at  Bohio;  and  what  was  the  elevation? 

Colonel  Ernst.  Eighty -five  feet. 

Senator  Morgan.  Eighty -five  feet,  and  a  dam  at  Bohio? 

Colonel  Ernst.  The  same  as  this  elevation,  but  with  a  dam  at  Bohio 
instead  of  Gatun.  I  am  merely  raising  the  point  that  that  was  not  a 
tentative  plan. 

Senator  Knox.  Then  your  point  about  "good  faith"  is  that  they 
would  have  been  entitled  to  compensation  for  the  full  amount  of  the 
excavation  had  we  contemplated  building  a  sea-level  canal  which  would 
have  made  that  excavation  useful? 

Colonel  Ernst.  Yes;  perhaps  not  the  full  amount,  but  a  very  much 
k^er  amount. 

Senator  Knox.  Yes. 

Colonel  Ernst.  Instead  of  39,000,000  perhaps  they  would  have  been 
entitled  to  some  seventy-odd  million. 

Senator  Knox.  Do  you  think  that  that  in  anyway  estops  us  from 
building  any  sort  of  a  canal  we  see  fit  to  build? 

Colonel  Ernst.  Oh,  no;  I  do  not  think  that. 

Senator  Knox.  Then  how  is  our  good  faith  involved  in  the  matter? 

Colonel  Ernst.  The  good  faith  of  that  Commission  is  involved  in 
having  appraised  a  property  at  a  certain  value  when  it  was  worth  a 
great  deal  more. 
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Senator  Knox.  But  this  Government  was  not  bound  to  adopt  the 
views  of  that  Commission;  and  if  the  French  company  chose  to  sell 
upon  the  tentative  view  of  the  Commission  and  accept  pay  for  a  less 
amount  of  excavation,  this  Government  is  not  acting  in  bad  faith  in 
rejecting  that  Commission's  view  and  building  upon  some  other  theory , 
even  though  it  would  involve  the  use  of  that  excavation  for  which 
they  did  not  receive  compensation. 

Colonel  Ernst.  I  think  that  we,  in  equity,  should  pay  them  some- 
thing more. 

Senator  Knox.  The  logic  of  your  suggestion  is  that  if  we  do  go  on 
and  build  a  sea-level  cand  we  still  should  pay  them  some  more  money? 

Colonel  Ernst.  Yes,  sir. 

Senator  Knox.  I  have  no  doubt  they  would  agree  to  that,  but  I  would 
not.     (Laughter.) 

Senator  Morgan.  How  far  was  that  Bohio  dam  from  the  Gatun 
dam?     How  many  miles. 

Colonel  Ernst.  About  7  miles. 

Senator  Morgan.  At  the  time  that  you  recommended  the  dam  at 
Bohio  at  an  86-foot  elevation,  and  made  estimates  of  the  cost  of  con- 
struction and  the  time  of  construction,  etc.,  it  was  understood  that 
that  was  recommended  as  a  plan  of  construction,  was  it  not? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  And  the  only  plan  that  they  did  recommend? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  At  that  time  was  any  test  made  or  had  any  test 
been  made  of  the  site  that  is  proposed  bv  the  minority  for  the  dam  at 
Gatun? 

Colonel  Ernst.  There  had  been  some;  j'^es. 

Senator  Morgan.  Why  were  not  those  tests  prosecuted  at  that  time 
to  ascertain  whether  the  dam  that  is  now  proposed  by  the  minority 
was  feasible? 

Colonel  Ernst.  It  was  believed  by  the  majority  of  that  Commission 
that  the  Gatun  site  was  not  available. 

Senator  Morgan.  You  have  changed  your  opinion  since  that  time? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  You  believe  that  the  Gatun  site  was  available? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  And^^ou  have  changed  that  opinion? 

Colonel  Ernst.  Yes;  but  not  for  the  reason  that  I  could  not  build 
that  dam.     I  hare  changed  my  opinion. 

Senator  Morgan.  But  not  for  that  reason  ? 

Colonel  Ernst.  No,  sir. 

Senator  Morgan.  Mr.  Wallace's  borings  carry  the  depth  down  to 
rock  below  sea  level,  40  feet  farther  down  than  you  carried  them? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  Would  not  that  interrupt  your  conclusions  and  the 
satisfaction  you  would  have  in  relying  upon  them  in  regard  to  build- 
ing a  dam  at  Bohio? 

Colonel  Ernst.  No,  sir. 

Senator  Morgan.  On  what  plan  would  you  build  a  dam  at  Bohio  as 
it  has  now  been  revealed? 

Colonel  Ernst.  There  are  various  methods,  Senator,  of  tightening  up 
that  subf  oundation.    I  think  probably  the  most  simple  and  economical 
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form  would  be  to  pump  down  liquid  cement  and  turn  that  gravel  into 
a  concrete  in  situ. 

Senator  Morgan.  Has  any  great  dam  been  built  on  that  principle? 

Colonel  Ernst.  Oh,  yes,  sir.  They  have  done  that  on  the  Nile;  not 
to  such  depths  as  that,  but  they  have  done  it  to  a  depth  of  40  or  50 
feet. 

Senator  Morgan.  They  have  done  it  to  a  depth  of  40  or  50  feet;  but» 
they  have  got  a  granite  foundation  under  the  depth  of  the  Assuan  dam  ? 

Colonel  Ernst.  Yes;  but  it  is  not  that  dam  that  I  am  referring  to. 
It  is  the  Assiut  dam  where  they  have  done  what  I  speak  of.  That  dam 
that  you  speak  of  is  all  masonry,  entirely  built  on  a  rock  foundation. 

Senator  Morgan.  You  still  adhere  to  the  belief  that  it  is  possible  to 
biuld  a  permanent  dam  at  Bohio  ? 

Colonel  Ernst.  Yes,  sir;  I  do.  , 

Senator  Morgan.  If  that  is  possible,  is  not  Bohio  a  better  site  than 
Gatun? 

Colonel  Ernst.  No;  I  do  not  think  it  is. 

Senator  Morgan.  With  a  ridge  coming  in  from  each  side  and  the 
spillwa}'  at  Gigante? 

Colonel  Ernst.  There  is  where  the  trouble  about  foundation  comes 
in— about  the  length  of  the  locks.  We  planned  locks  740  feet  long. 
Now  the  proposition  is  to  build  them  900  feet  long. 

Senator  Morgan.  Is  not  the  ground  at  Bohio  sufficient  for  a  900-foot 
lock? 

Colonel  Ernst.  No,  sir. 

Senator  Morgan.  The  ridge  is  not  wide  enough  'i 

Colonel  Ernst.  No,  sir. 

Senator  Morgan.  If  we  still  found  that  a  750-foot  lock  was  all  that 
we  needed,  Bohio  would  still  be,  I  suppose,  the  best  location? 

Colonel  Ernst.  I  am  not  prepared  to  i^ay  that  exactly.  I  like  this 
lake  navigation.  It  might  possibly  be  still  a  better  location,  but  I  am 
rather  inclined  to  think  the  Gatun  location  is  the  better  one,  because 
it  gives  more  lake  navigation. 

Senator  Morgan.  If  you  can  get  the  lake  navigation  and  maintain 
it,  probably  it  is  so;  but  are  there  no  difficulties  about  constructing 
that  dam  at  Gatun  that  3^ou  would  like  to  avoid  ? 

Colonel  Ernst.  It  is  a  very  big  thing.  No,  sir;  I  do  not  think 
there  are  anv  difficulties  that  need  trouble  us. 

Senator  morgan.  There  is  a  gulch  there  280  and  odd  feet  deep;  I 
forget  exactly  the  depth 

^nator  Kittredge.  Two  hundred  and  fifty-eight  feet,  as  far  as 
they  have  gone. 

Senator  Morgan.  Yes;  258  feet  deep  as  far  as  they  have  bored 
down  into  that  su^r-loaf  gulch;  and  that  is  filled  up,  we  will  assume, 
and  we  have  a  right  to  assume  it  on  the  testimony,  with  permeable 
material;  and  then,  opposite  to  that,  on  the  same  axis  of  the  dam, 
there  is  another  gulch  that  is  about — how  many  feet  deep  is  that  other 
large,  wide  gulch?    200  feet^ 

Senator  Dryden.  Two  hundred  and  four  feet,  I  think. 

Senator  Kfttredge.  Yes;  204  feet. 

Senator  Morgan.  And  that  is  filled  up  with  permeable  material. 
The  indurated  rock  or  clay  which  formerly  filled  these  gulches,  or 
which  is  supposed  to  have  formerly  filled  them,  has  been  washed  out 
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and  left  an  island  in  there.  The  dam,  however,  stretches  right  across 
both  of  them  and  across  the  island.  Now  is  it,  to  your  mind,  anv  safer 
to  build  that  great  dam  across  these  two  gulches  than  it  woula  he  to 
build  a  dam  across  the  same  permeable  material  at  Bohio? 

Colonel  Ernst.  Oh,  I  do  not  think  it  is  any  safer;  no,  sir.  The 
material  which  you  speak  of  as  permeable  is  only  a  small  portion  at 
the  bottom;  that  is,  that  very  loose  material,  the  lower  50  feet  of  it. 
The  upper  200  feet  is  practically  impermeable;  it  is  finer  material.  I 
am  speaking  now  of  the  Gatun  site.  We  have  not  found  any  material 
down  there  at  all  eny  coarse  as  some  of  that  found  at  Bohio. 

Senator  Morgan.  They  found  wood  there,  did  they  not? 

Colonel  Ernst.  Yes,  I  know  they  have  found  wood. 

Senator  Morgan.  Of  course  that  is  coarse  material,  and  permeable, 
too? 

Colonel  Ernst.  Yes:  I  meant  gravel. 

Senator  Kittredge.  Maj^  I  ask  a  question  here,  Senator? 

Senator  Morgan.  Certainly. 

Senator  Kittredge.  ("olonel  Ernst,  you  testified  before  this  com- 
mittee four  or  five  years  ago,  did  you  not  i 

Colonel  Ernst,  'fes,  sir. 

Senator  Kittredge.  Upon  the  question  of  the  foundation  for  the 
Bohio  dam? 

Colonel  Ernst.  Yes,  sir. 

Senator  Kittredge.  I  read  from  page  676  of  that  testimon}^  a  ques- 
tion by  the  Chairman,  Senator  Morgan,  at  that  time,  referring  to  the 
pressure  of  the  85  or  90  foot  head  of  water.    He  asked  [reading]: 

"The  Chairman.  That  would  be  a  tremendous  pressure  to  put 
beneath  a  clay  dam  with  material  that  is  pervious  to  water? 

"  Colonel  Ernst.  Oh,  j^es. 

''The  Chairman.  It  would  be  a  ver^^  dangerous  one,  too. 

"Colonel  Ernst.  Yes;  unless  you  make  tnat  foundation  tight,  it  is 
a  dangerous  one." 

Senator  Morgan.  That  is  the  very  point  I  had  in  mind,  and  1  want 
to  know  from  Colonel  Ernst  what  his  plan  would  be,  now,  for  making 
that  foundation  tight  down  through  this  depth  of  258  feet? 

Colonel  Ernst.  Well,  Senator,  the  claim  is  that  it  is  practically 
tight  now.  What  I  said  as  to  Bohio  is  strictly  true.  Itdianot  apply 
only  to  the  method  which  was  suggested  in  that  plan,  but  it  applie<l 
to  various  other  methods  which  might  be  used.  If  this  lower  50  feet 
should  by  some  wonder  of  nature  discharge  a  large  volume  of  water, 
it  would  be  possible  to  reach  that  by  this  pumping  process;  but  I  do 
not  believe  it  is  going  to  be  needed  at  all.  There  is  this  blanket,  200 
feet  thick,  of  impermeable  material,  covering  it,  and  the  amount  of 
water  that  can  get  out  under  there  is  infinitesimal.  That  is  what  I 
think  about  it.     I  think  that  it  will  undoubtedly  hold  water. 

Senator  Morgan.  The  higher  you  raise  the  head  of  water  the  more 
danger  there  is  of  its  finding  its  way  through  permeable  material  at 
the  bottom  of  the  dam? 

Colonel  Ernst.  Oh,  yes;  certainly. 

Senator  Morgan.  That  is  a  danger  that  you  can  not  tjike  care  of  if 
the  water  goes  through  at  all.  You  can  not  take  care  of  it  and  reduce 
it  to  a  mere  seep  or  leak  or  percolation  by  building  on  top  of  it? 

Colonel  Ernst.  I  do  not  think  the  weight  added  on  top  will  make 
very  much  diflFerence  about  it.     I  think  it  will  be  impermeable  with- 
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out  it:  practically  impermeable.  The  amount  of  water  that  can  leak 
through  there  is  so  small  that  it  is  not  going  to  be  appreciable  at  all. 

Senator  Morgan.  I  do  not  look  at  4t  in  the  view  of  the  wastage  of 
the  water,  but  the  danger  of  the  structure  being  undermined  and 
sinking  and  breaking  awa}\ 

Colonel  Ernst.  I  do  not  think  it  is  possible  to  get  up  velocity  in 
there  that  would  move  any  material  at  all.  I  think  that  is  utterly 
impossible  any  more  than  the  sandstone  filter  that  they  use  in  Spanish 
countries  is  worn  by  the  water  that  flows  through  it.  The  velocity  is 
so  small  that  it  can  not  have  any  wearing  effect  or  transporting  effect. 

Senator  Morgan.  No  borings  that  have  passed  across  the  axis  of 
the  Gatun  dam  have  actually  reached  rock  foundation,  unless  you  call 
this  indurated  clay  rock? 

Colonel  Ernst.  We  call  that  rock. 

Senator  Morgan.  But  you  have  not  reached  any  such  rock  founda- 
tion as  you  found  at  Bohio?     That  was  live  rock — sure  enough  rock? 

Colonel  Ernst.  I  do  not  remember  about  that.  It  turned  out  that 
we  did  not  get  rock  at  all  there,  you  know.  My  impression  is  that  it 
was  pretty  much  the  same  thing — hard  material ;  a  pipe  would  not 
>ink  any  farther. 

Senator  Morgan.  But  it  still  has  not  been  hard  enough  to  resist  the 
action  of  water  washing  these  great  gulches  out  through  it  on  each 
side  around  that  island? 

Colonel  Ernst.  That  is  true. 

Senator  Morgan.  If  that  is  true,  then  it  is  not  hard  enough  to  resist 
a  great  current  of  water.  But  the  rock  at  the  bottom  of  the  Bohio 
dam  was  hard  enough  to  resist  any  pressure  of  water? 

Colonel  Ernst.  I  do  not  know  about  the  relative  hardness,  Senator, 
at  all. 

Senator  Morgan.  You  have  not  seen  Mr.  Wallace's  borings? 

Colonel  Ernst.  Yes,  sir;  I  have  seen  those. 

Senator  Morgan.  Did  he  get  into  the  rock  after  he  passed  through 
those  bowlders  that  stopped  your  augurs? 

Colonel  Ernst.  I  believe  he  did;  yes. 

Senator  Morgan.  Do  not  those  borings  indicate  that  that  is  tough, 
hard  rock  ? 

Colonel  Ernst.  1  do  nut  think  it  is  what  you  would  call  very  hard 
rock.     It  is  rock,  but  I  do  not  think  it  is  very  hard  rock. 

Senator  Morgan.  Is  it  basalt? 

Colonel  Ernst.  No,  sir;  there  is  no  basalt  there. 

Senator  Morgan.  What  would  be  the  classification  of  it? 

Colonel  Ernst.  I  think  it  is  a  sandstone.  The}^  call  it  *'Gamhoa 
grit;"  the  French  called  it  that,  I  believe. 

Senator  Morgan.  It  is  something  a  little  peculiar  to  the  location, 
then? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  A  conglomerate,  probably,  formed  by 

Colonel  Ernst.  1  presume  it  is  the  same  that  is  in  that  Bohio 
Gjuarry.  It  looks  like  sandstone,  and  I  believe  it  is.  It  is  very  soft  at 
hn*t,  hut  hardens.  They  build  their  bridge  piers  out  of  it.  It  makes 
fairly  good  building  stone. 

Senator  Morgan.  Colonel,  you  have  been  a  long  time  examining 
this  Isthmus? 

Colonel  Ernst.  Yes,  sir. 
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Senator  Morgan.  You  have  probably  given  as  much  personal  atten- 
tion to  it  as  any  man  that  has  ever  been  there,  have  you  noti 

Colonel  Ernst.  Perhaps  so. . 

Senator  Morgan.  Do  you  know  of  the  existence  of  any  extinct  vol- 
canoes on  the  Isthmus  out  in  the  vicinity  of  the  line  of  the  canal  ? 

Colonel  Ernst.  No,  sir;  I  do  not  know  of  any? 

Senator  Morgan.  Down  below  Ancon  Hill  and  out  in  that  direction? 

Colonel  Ernst.  I  do  not  know  of  any.  They  ma}''  be  there,  but  I 
do  not  know  of  any. 

Senator  Morgan.  My  inquiry  is  based  upon  the  fact  Bunau-Varilla 
denies  that  there  ever  were  any,  and  some  of  the  witnesses  on  a  former 
occasion  before  this  committee  swore  that  the}'  had  been  down  in  them. 
1  did  not  know  but  what  you  might  have  been  ? 

Colonel  Erxst.  No,  sir;  I  never  have  \)een. 

Senator  Morgan.  That  is  a  difficult  country  to  find  anything  in,  is 
it  not?  It  is  covered  with  thjB  chaparral,  or  a  growth  there,  so  that 
it  is  very  difficult  to  find  anything,  is  it  not? 

Colonel  Ernst.  Very. 

Senator  Morgan.  It  is  difficult  even  to  find  a  great  vortex  in  the 
ground,  or  a  hill  that  rises  above  the  ground,  is  it  not? 

Colonel  Ernst.  Very  difficult. 

Senator  Morgan.  So  that  if  a  man  testifies  that  he  has  seen  extinct 
volcanoes  there  and  been  down  in  them,  he  would  be  more  apt  to  know 
than  a  man  that  had  passed  by  and  did  not  see  them  ? 

Colonel  Ernst.  On,  yes,  sir. 

Senator  Morgan.  VVhat  difficulties  are  there,  if  there  are  any, 
within  your  knowledge,  of  an  engineering  sort  or  a  physical  sort  in 
dredging  a  sea-level  canal  from  the  40-foot  contour  through  the  Bay 
of  Limon  up  as  far  as  Gamboa? 

Colonel  Ernst.  Only  the  difficulties  of  quantity  and  cost  and  of 
time.     That  is  all. 

Senator  Morgan.  As  to  the  cost,  1  suppose  the  transportation  of 
the  soil  would  be  one  of  the  big  elements  of  cost? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  Would  not  that  be  as  cheap  or  cheaper  bv  being 
carried  out  on  barges  to  the  sea  and  dumped  into  the  sea  wherever 
you  might  want  to  put  it  than  it  would  be  to  haul  it  out  on  railroad 
tracks? 

Colonel  Ernst.  The  actual  transportation  of  any  particular  cubic! 
yard  would  be;  yes,  sir. 

Senator  Morgan.  The  unit  of  cost  of  transportation  of  the  material 
that  you  take  out  of  a  sea-level  canal  would  be  lower  for  transporta- 
tion than  it  would  be  taken  out  dry  and  hauled  off  on  a  railroad  { 

Colonel  Ernst.  Yes;  the  idea  I  had  in  mind  was  that  you  would 
have  a  ver}-  narrow  point  of  attack  if  you  were  attempting  to  use 
water  transportation.  You  could  only  use  water  transportation  over 
such  portions  of  the  canal  as  had  water  in  it. 

Senator  Morgan.  If  you  came  in  from  the  40-foot  contour,  your 
dredges  would  be  followed  by  the  depth  of  water,  which  would  be  40 
feet  deep  below  sea  level? 

Colonel  Ernst.  Certainly,  but  you  would  be  attacking  just  the  front 
edge. 

Senator  Morgan.  That  would  be  true  on  both  sides  of  the  Isthmus? 

Colonel  Ernst.  Yes. 
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Senator  Morgan.  So  that  there  could  be  no  want  of  water  in  con- 
ducting the  dredg^ing  process  right  against  the  front  of  the  opposing 
wall,  whatever  it  might  be,  with  the  water  following  behind? 

Colonel  Ernst.  Yes;  but  vou  could  only  use  2  or  3  machines,  for 
instance,  instead  of  100,  as  they  talk  about  using. 

Senator  Morgan.  But  if  the  two  or  three  machines  could  do  the 
work  of  a  hundred,  it  would  make  no  difference,  would  it? 

Colonel  Ernst.  No,  sir. 

Senator  Morgan.  I  think  it  is  probably  confessed  that  a  dredge  can 
do  more  work  than  a  steam  shovel,  no  matter  how  big  it  is,  if  the 
dredge  is  big  enough. 

Colonel  Ernst.  1  suppose  that  is  so. 

Senator  Morgan.  So  that  as  an  implement  of  work,  in  dredging  or 
opening  up  a  channel,  the  dredge  is  tne  preferable  instrument,  other 
things  oeing  equal,  size  and  strength,  etc.  ? 

Colonel  Ernst.  Yes. 

Senator  Morgan.  If  you  were  dredging  a  sea-level  canal  from  the 
40-foot  contour,  to  Gam  boa,  have  you  a  sufficient  knowledge  of  the 
topography  at  Gamboa  and  in  that  vicinity,  between  that  and  Bohio, 
to  sav  whether  you  would  follow  the  line  of  the  River  Chagres,  or 
whether  you  would  cut  upon  the  right  bank  of  the  Chagres? 

Colonel  Ernst.  Oh,  yes;  you  could  not  follow  the  line  of  the 
Chagres  River. 

Senator  Morgan.  You  could  not? 

Colonel  Ernst.  No,  sir;  it  is  too  tortuous.  You  would  have  to  cross 
it  a  great  many  times. 

Senator  Morgan.  I  mean,  of  course,  the  general  line  of  the  Chagres 
Valley. 

Colonel  Ernst.  You  would  keep  in  the  bottom  of  that  valley,  cer- 
tainly. 

Senator  Morgan.  You  would  prefer  to  take  your  canal  as  straight 
as  you  could  make  it  right  across  the  river  wherever  you  encountered 
it,  but  along  the  valie}^  rather  than  to  encroach  upon  the  hills  on  the 
right  bank  ? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  Is  there  any  difficulty,  in  your  estimation,  in  dredg- 
ing a  sea-level  canal  from  this  40- foot  contour  up  to  Gamboa  or  the 
vicinity  of  it?     Is  there  any  physical  obstacle  there? 

Colonel  Ernst.  Only  the  difficulty  of  getting  it  done  in  any  reason- 
able length  of  time,  i  ou  would  have  a  very  narrow  point  of  attack. 
You  could  not,  as  you  would  if  you  were  using  land  transportation, 
attack  it  at  a  great  many  different  points — along,  we  will  say,  the  whole 
length  of  the  canal.  By  the  method  you  describe  vou  could  only  be 
attacking  it  at  one  point — the  width  of  the  canal  in  front. 

Senator  Morgan.  You  would  have  two  points:  one  from  each  side 
of  the  Isthmus? 

Colonel  Ernst.  Certainly. 

Senator  Morgan.  And  you  could  attack  it  with  as  man}'  dredges  as 
was  necessary  to  cover  the  whole  front  of  your  operations  ? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  Is  there  any  physical  obstruction  or  difficult}^  in 
the  way  of  that? 

Colonel  Ernst.  I  do  not  know  of  anv  at  all. 
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Senator  Morgan.  At  Gamboa  you  encounter  the  rock  at  the  level  of 
the  sea? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  How  far  is  that  rock  beneath  the  topographic  sur- 
face there? 

Colonel  Ernst.  About  50  feet.  The  ground  is  about  50  feet  above 
the  level  of  the  sea,  I  think. 

Senator  Morgan.  So  that,  after  digging  down  for  50  feet,  vou  would 
strike  rock  that  was  at  the  level  of  the  sea,  and  you  would  have  to  go 
through  that  40  feet  below  the  level  of  the  sea?  " 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  That  would  be  90  feet.  Do  you  know  of  any 
physical  or  engineering  difficulty  that  would  be  an  obstruction — what 
we  would  call  an  obstruction — to  the  cutting  of  a  sea-level  canal  along 
the  line  I  have  mentioned  to  Gramboa  or  in  that  vicinitv  ?  Would  you 
find  any  impediment  there  that  an  engineer  would  snrink  from  and 
say  '^I  can  not  accomplish  it?" 

Colonel  Ernst.  No,  sir;  there  is  nothing  that  is  impracticable  there. 

Senator  Morgan.  Between  Gramboa  and  Obispo  is  about  3  miles,  is 
it  not? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  We  speak  of  the  little  village  of  Obispo 

Colonel  Ernst.  I  think  it  is  a  little  more  than  that.  I  can  tell  you 
in  a  moment.     [After  inspecting  map.]    It  is  14  miles. 

Senator  Kittredge.  You  misunaerstood  the  question.  You  are 
referring  to  Bohio  there. 

Senator  Morgan.  You  are  referring  to  Bohio,  are  you  not? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  From  Gamboa  to  Obispo,  I  mean. 

Colonel  Ernst.  It  is  half  a  mile  there — a  very  short  distance.  I  do 
not  believe  it  is  more  than  half  a  mile. 

Senator  Morgan.  So  that  they  are  practically  one  location,  speaking 
in  the  general  sense.  There  is  no  special  elevation  or  abrupt  elevation 
of  land  between  Gamboa  and  Obispo,  is  there? 

Colonel  Ernst.  No,  sir;  there  is  not.  The  river  comes  in  there. 
The  rivers  unite.  The  point  between  the  rivers  is  very  high  ground. 
The  Obispo  River  comes  down  and  joins  the  Chagres  River  very  near 
there. 

Senator  Morgan.  Yes. 

Colonel  Ernst.  And  of  course  the}'  are  at  the  same  level  where  they 
join. 

Senator  Morgan.  Yes.  And  then  there  is  a  little  valley  through 
which  the  Obispo  runs  to  join  the  Chagres  ? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  And  the  canal  would  go  right  up  that  little  valley? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  Is  the  ground  abrupt  and  high  on  either  side  of  it? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  Particularly  so? 

Colonel  Ernst.  Yes,  sir;  there  is  where  you  approach  the  Culebra 
Cut.     That  is  the  beginning  of  it. 

Senator  Morgan.  That  is  the  first  approach  you  make  toward  the 
Culebi-aCut? 
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Colonel  Ernst.  Yes,  sir;  that  is  what  you  may  cjall  the  beginning  of 
the  Culebra  Cut. 

Senator  Morgan.  You  go  up  the  Obispo-  River  from  Gamboa,  and 
then  you  go  into  the  hill  at  the  proper  angle,  called  the  first  Empera- 
dor,  and  then  Culeba? 

Colonel  Eknst.  Yes,  sir. 

Senator  Morgan.  Then  your  work  is  through  that  ridge,  and  from 
that  over  to  Miraflores'if 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  Have  you  ever  examined  the  plan  of  the  dam  that 
the  majoritv  of  the  consulting  engineers  propose  to  put  in  at  Gamboa? 

Colonel  £rn8t.  They  did  not  prepare  any  plan,  Senator;  they  sub- 
mitted no  design  for  that  dam. 

Senator  Morgan.  They  submitted  no  design  ? 

Colonel  Ernst.  No  design  at  all.  They  described  it  as  an  all-masonry 
dam  or  an  earth  dam  with  a  masonry  core;  but  there  is  no  design  for  it. 

Senator  Morgan.  They  give  the  height  of  it? 

Colonel  Ernst.  Yes,  sir;  but  no  design. 

Senator  Morgan.  And  an  indefinite  length  upstream  'i 

Colonel  Ernst.  That  is  all  they  say.     They  give  the  height. 

Senator  Morgan.  They  do  not  give  a  cross  section  of  it,  do  they? 

Colonel  Ernst.  No,  sir;  they  give  no  design  at  all. 

Senator  Morgan.  In  your  studies  of  this  country,  which  1  have  no 
doubt  have  been  entirely  profound  and  very  careful,  what  is  your 
view  or  your  opinion  as  to  the  practicabilitj'  of  putting  a  dam  at 
Ganiboa  of  the  height  that  the  majority  of  the  committee  propose? 

Colonel  Ernst.  I  believe  it  is  practicable  to^build  it. 

Senator  Morgan.  About  how  high  is  that?  * 

Colonel  Ernst.  One  hundred  and  eighty  feet. 

Senator  Morgan.  That  would  throw  the  water  back  beyond  Alha- 
juela  probably? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  1  believe  they  give  measuremehts  for  that  as  to 
the  size  of  the  lake  it  would  form? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  As  to  the  cubic  contents  of  the  lake? 

Colonel  Ernst.  Yes;  they  do  give  that,  too. 

Senator  Morgan.  Would  the  water  impounded  by  such  a  dam  as  that 
be  sufficient  to  fill  the  prism  of  a  canal  between,  say,  Obispo  and 
Miraflores? 

Colonel  Ernst.  I  have  not  in  mind  what  that  volume  is.  Senator,  but 
1  sihould  think  it  would. 

Senator  Morgan.  On  the  other  side,  if  a  sea-level  canal  is  dredged 
in  from  the  40-foot  contour,  near  these  islands,  I  suppose  that  would 
be  through  the  level  country,  the  low  country,  to  Miraflores,  and  if  that 
canal  should  be  40  feet  deep  below  the  level  of  the  sea,  and,  say,  300 
feet  wide,  would  a  canal  with  a  prism  of  those  dimensions  dispense  with 
the  necessity  of  putting  in  a  sea-^te? 

Colonel  Ernst.  I  do  not  think  it  would. 

Senator  Morgan.  Why? 

Colonel  Ernst.  I  think  the  volume  of  water  that  is  to  go  in  there 
has  got  to  get  through  somehow — you  mean  for  a  sea-levelcanal  ? 

Senator  Si  organ.  I  mean  a  sea-level  canal,  yes,  with  a  rise  of  water 
10  feet  or  lOi  feet  above  ordinary  sea  level  at  high  tide. 


2056  INVESTIGATION   OP   PANAMA   CANAL   MATTERS. 

Colonel  Ernst.  That  is  one  of  those  problems  that  is  not  capable  of 
definite  solution;  but  I  made  some  sucn  study  as  this,  if  it  interests 
you  at  all  [illustrating  by  pencil  sketch].  We  will  suppose  that  this 
represents  the  Panama  end  of  the  canal,  and  this  the  Colon  end.  This 
distance  is  47  miles,  that  height  is  10  feet,  and  that  height  10  feet 
[indicating].  Supposing  the  slope  to  be  uniform  all  the  way  from  Pan- 
ama to  Colon,  which  is  tne  most  favorable  condition  that  you  can  have 
for  velocities — that  involves  tilling  into  that  canal  a  prism  of  water 
which  is  shown  there  [indicating].  That  can  be  computed,  I  have 
computed  it. 

The  velocity  required  to  get  that  volume  of  water  in  there  is  greater 
than  you  can  possibly  get  up  on  that  slope,  which  shows  to  me  that 
that  tidal  influence  will  not  extend  clear  over  to  Colon.  It  will  only 
extend  a  little  less  than  halfway.  That  gives  3'^ou  a  slope  which  can 
be  computed,  and  from  that  I  get  a  velocity  of  5  or  6  feet  a  second 
for  an  average.  It  is  not  ^oing  to  be  the  same  at  all  times.  There  can 
not  be  any  average  velocity  there.  It  will  be  much  greater  at  one 
time  than  it  will  be  at  another  time;  but  I  should  expect  a  velocity  of 
6  or  7  feet  a  second  there  at  least. 

Senator  Morgan.  At  high  tide? 

Colonel  Ernst.  Yes,  sir;  at  high  tide  and  at  low  tide.  It  would 
flow  in  at  one  time  and  flow  out  at  the  other  time. 

Senator  Morgan.  So  that  you  think  that  that  would  not  disp>ense 
with  the  necessity  for  the  sea  gates,  even  if  that  canal  is  300  feet  wide  ? 

Colonel  Ernst.  No,  sir;  I  think  we  will  have  to  have  sea  gates  there 
still. 

Senator  Morgan.  Suppose  you  make  it  400  feet  wide? 

Colonel  Ernst.  I  do  not  know  where  the  limit  will  come.  I  sup- 
pose it  would  come  in  time,  but  not  with  a  width  of  400  feet.  I  think 
you  would  still  have  to  have  the  sea  gates  with  a  width  of  400  feet. 

Senator  Morgan.  I  called  your  attention  to  it  because  some  of  the 
engineers  who  hava  appeared  before  the  committee  have  said  that  a 
canal  with  a  prism  of  300  feet  extending  from  Miraflores  out  to  the 
sea  would  dispense  with  the  necessity  for  the  sea  gates. 

Colonel  Ernst.  That  is  a  surmise,  for  which  they  can  not  give  any 
convincing  proof. 

Senator  Morgan.  A  sea-level  canal  there  would  be  40  feet  below 
sea-level  according  to  the  project,  would  be  200  feet  wide,  I  believe 
it  is,  and  the  rock  as  developed  by  the  borings  through  the  Culebra 
Heights  would  average,  according  to  some  estimates  that  have  been 
made  here,  25  feet  above  sea-level;  and  that  rock  is  all  described,  after 
you  have  reached  it  and  until  j^ou  get  through  it,  as  a  solid  cube  of 
rock,  of  course  with  dikes  in  it  and  fissures  and  one  thing  and  another; 
but,  practically,  in  operations  and  in  work  it  would  be  estimated  as  a 
solid  cube.  It  would  be,  then,  65  feet  in  dei)th,  200  feet  wide,  and 
8  miles  long.     That  would  be  about  the  size  of  it,  would  it  not? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  It  would  take  a  long  time  and  a  great  deal  of  hard 
work  to  get  that  cube  of  rock  out  of  there,  would  it  not? 

Colonel  Ernst.  Yes,  sir;  a  great  deal. 

Senator  Morgan.  Was  that  one  of  the  deterrents  against  the  con- 
struction of  the  sea- level  canal? 

Colonel  Ernst.  Yes,  sir. 
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J:?enator  Morgan.  On  account  of  the  time  it  would  take  and  the 
money  it  would  cost? 

Cofonel  Ernst.  Yes,  sir. 

Senator  Morgan.  Did  any  of  the  engineers  suppose  it  would  be 
otherwise  impracticable? 

U)lonel  Ernst.  No,  sir. 

Senator  Morgan.  In  an  engineering  sense? 

Colonel  Ernst.  No,  sir:  none  at  all. 

Senator  Morgan.  They  thought  that  rock  could  be  taken  out  i 

Colonel  Ernst.  Oh,  yes. 

Senator  Morgan.  The  two  plans  that  were  submitted  were  a  lock 
(•anal  and  a  sea- level  canal;  that  is  to  say,  a  lock  canal  over  the  whole 
width  of  the  Isthmus,  in  some  form,  and  a  sea-level  canal  through  the 
whole  width,  in  some  form,  with  practically  the  same  line,  the  same 
curvatures,  and  all  that.  Was  any  intermediate  plan  ever  suggested 
or  acted  upon  by  the  Commission  T 

Colonel  Ernst.  You  mean  our  commission  of  1901  ? 

Senator  Morgan.  1  mean  the  board  of  consulting  engineers. 

Colonel  Ernst.  They  studied  three  or  four  diiferent  projects,  dif- 
ferent ari-angements  of  dams. 

Senator  Morgan.  But  they  were  all  either  lock  canals  through  and 
through,  or  else  they  were  sea-level  canals  through  and  through  f 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  And  an  intermediate  plan  of  a  canal  parti}"  sea- 
level  and  partly  a  lock  canal  across  the  Culebra  Heights  was  not  passed 
upon  by  them? 

Colonel  Ernst.  No,  sir;  unless  you  call  that  pait  leading  up  to 
(latun,  between  Colon  and  Gatun,  a  sea-level  canal.  It  is  at  the  level 
of  the  sea. 

Senator  Morgan.  Yes;  from  Gatun  up  to  Colon,  or  out  to  sea? 

Colonel  Ernst.  Yes. 

Senator  Morgan.  That  would  be  a  sea-level  canal. 

Colonel  Ernst.  There  is  about  7  miles  of  it  there. 

Senator  Morgan.  That  would  be,  necessarily,  a  sea-level  canal — that 
much  of  it? 

Colonel  Ernst.  Yes. 

Senator  Morgan.  The  two  propositions  that  were  submitted  to  the 
consulting  board,  as  I  understena,  upon  which  they  passed,  were  the 
lock  canal,  practically  covering  the  whole  width  of  tne  Isthmus,  or  a 
sea-level  canal  covering  the  same  width. 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  But  the  question  of  the  possibility  of  an  inter- 
mediate plan  of  which,  say,  two-thirds  would  be  sea-level  and  one- 
third  lock  canal  was  not  considered? 

Colonel  Ernst.  They  considered  a  number  of  things,  but  I  am  not 
quite  familiar  with  what  they  were.  They  made  a  number  of  studies 
liesides.     I  think  thev  discussed  that. 

Senator  Morgan.  But  they  did  not  pass  upon  any  such  proposition 
as  I  suggest,  l)ecause  it  was  not  submitted  to  them  ?' 

Colonel  Ernst.  No,  sir;  it  never  was  worked  up  in  detail. 

Senator  Morgan.  That  was  their  duty,  or  what  they  were  invited 
to  do — to  pas*?  upon  the  simple  question  of  a  lock  canal  over  all  or  a 
sea-level  canal  over  all,  across  the  Isthmus?    The  other  projects,  or 
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studies,  whatever  they  may  have  been,  were  not  passed  upon  except 
for  the  purpose  of  making  calculations  and  the  like  of  that^ 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  Would  you  consider  that  a  canal  that  was  a  sea- 
level  canal  as  far  out  as  from  the  40-foot  contour  to  Gamboa  and  then, 
8a3%  a  60-foot  level,  if  you  please,  from  there  across  to  Mirafiores,  and 
then  return  to  the  sea-level  structure  from  that  out  to  the  Panama 
Bay,  say,  to  the  Isle  of  Naos,  or  wherever  it  might  reach  the  40-foot 
contour-  -would  you  consider  that  an  impracticable  scheme? 

Colonel  Ernst.  No,  sir;  1  think  that  could  be  done.  You  mean 
physically  practicable  ? 

\Senator  Morgan.  Physically  practicable,  j^es. 

Colonel  Ernst.   Yes;  I  think  so. 

Senator  Morgan.  In  that  case  you  would  get  the  water  to  fill  that 
prism  between  Gamboa  and  Mirafiores  out  of  this  Gamboa  dam? 

Colonel  Ernst.  Yes. 

Senator  Morgan.  And  your  opinion  is  that  the  stream  there  would 
furnish  enough  water  to  fill  that  prism,  the  balance  of  the  proposed 
prism  being,  of  course,  filled  with  sea  water? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  That  is  all  I  want  to  ask  you.  Colonel. 

Senator  Kittredge.  Do  yoii  regard  the  conditions  at  Bohio  as  favor- 
able for  the  construction  of  a  dam  as  at  Gatun,  leaving  out  of  consid- 
eration the  question  of  locks  and  the  securing  of  a  greater  supply  of 
water? 

Colonel  Ernst.  Yes;  I  do.     It  would  be  a  shorter  dam. 

Senator  Kittredge.  And  you  regard  the  conditions  under  the  sur- 
face as  favorable  as  at  Gatun? 

Colonel  Ernst.  Well,  yes;  I  think  I  may  say  that.  They  are  cer- 
tainly conditions  that  can  be  met  without  any  difficulty  at  all.  Engi- 
neering resources  can  close  up  that  subfoundation. 

Senator  Kittredge.  You  make  that  statement  in  the  light  of  the 
fact  that  since  you  have  testified  here  before,  under  the  direction  of 
Mr.  Wallace,  borings  have  gone  40  feet  deeper  than  they  had  at  that 
time? 

Colonel  Ernst.  Oh,  yes.  That  would  not  change  my  idea  about 
the  feasibility  of  building  that  dam  at  all. 

Senator  Kittredge.  I  will  read  just  a  few  questions  and  answers 
from  your  testimony  given  before  the  committee  four  or  five  years 
ago,  at  the  time  Senator  Morgan  was  chairman  of  the  committee. 
(Heading:) 

"  The  (Jhairman.  So  that  there  are  contingencies  to  be  looked  for- 
ward to  of  serious  character,  both  in  the  temporary  dam  and  in  the 
permanent  dam  ? 

"Colonel  Ernst.  I  should  think  so. 

''The  Chairman.  Do  you  agree  with  Mr.  Morison  that  125  feet 
below  sea  level  at  Bohio  is  an  unusual  and  extraordinary  depth  in 
which  to  do  pneumatic  work  ? 

"Colonel  Ernst.  Well,  it  never  has  been  done  yet  to  that  depth. 

"The  Chairman.  Do  you  know  that  it  ever  has  been  attempted,  but 
failed? 

"Colonel  Ernst.  No,  sir. 

"The  Chairman.  Well,  engineers  have  not  as  yet  been  heroic 
enough  to  undertake  it. 
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''Colonel  Ernst.  I  do  not  know  whether  it  requires  heroism  or  not. 
They  have  not  done  it. 

"The  Chairman.  If  you  were  at  work  for  private  owners,  who  had 
to  furnish  the  money  out  of  their  own  pockets,  you  would  despair  of 
convincing  them  that  it  was  a  good  venture. 

"Colonel  Ernst.  It  would  depend  on  the  necessity  for  it.  Of  course 
you  take  chances  where  you  have  to  do  it,  and  you  do  not  take  them 
where  you  do  not  have  to." 

Do  3'"ou  affree  with  that  statement  to-day? 

Colonel  Ernst.  Oh,  yes,  sir;  entirely.  May  I  read  the  paragraph 
to  which  that  examination  referred  in  the  report? 

Senator  KrrrREDOE.  You  mean  of  the  testimony  ? 

Colonel  Ernst.  Not  the  testimony,  but  the  report  of  the  Commission. 

Senator  Kittredoe.  The  testimony,  of  course,  referred  to  the  dam 
at  Bohio? 

Colonel  Ernst.  I  want  to  read  you  what  I  had  already  signed  con- 
cerning that  dam.  This  was  a  sequel.  It  covers  about  a  page.  Do 
you  object  to  that  length  of  quotation  ? 

Senator  Kittredge.  Refer  to  the  page  from  which  you  read. 

Senator  Morgan.  I  think  it  had  better  go  in. 

The  Chairman.  Read  it,  Colonel. 

Colonel  Ernst.  It  is  an  extract  from  the  report  of  the  Isthmian 
Canal  Commission  of  1899-1901  (reading  from  pages  94  and  95): 

"The  Bohio  dam  is  the  most  important  structure  on  the  line,  being 
of  great  magnitude,  of  vital  necessity  to  the  scheme,  and  offering 
many  difficulties  of  construction.  The  Commission  has  devoted  much 
time' to  the  procurement  of  full  and  reliable  information  concerning 
the  foundation  upon  which  this  dam  must  rest  and  to  a  study  of  the 
various  t\'pes  of  structures  which  might  be  adopted."  Then  it  gives 
an  account  of  the  borings  and  the  materials. 

"These  materials  are  found  in  beds  of  varying  shape  and  thickness, 
not  distributed  with  uniformity,  and  not  arranged  according  to  any 
general  law  from  which  can  be  deduced  the  character  of  the  soil  at 
points  other  than  those  actually  examined.  In  every  section  con- 
structed from  the  borings  stmfa  of  greater  or  less  dimensions  are 
founds  which  are  permeable  by  water.  How  far  these  extend  and 
whether  or  not  the}'  communicate  with  the  surface  of  the  ground  above 
the  site  of  the  dam  are  points  about  whicli  information  can  not  be 
obtained  in  advance  with  certainty.  If  a  dam  be  built  with  permeable 
strata  under  it  there  will  probably  be  leakage,  but  what  the  amount 
of  this  will  be  is  a  question  about  which  there  is  room  for  much  differ- 
ence of  opinion. 

'*  It  would  seem  probable  to  many  that  the  leakage  will  not  be  suffi- 
cient to  endanger  tne  water  supply  and  that  an  earthen  dam  is  there- 
fore feasible,  but  it  is  evident  that  here  is  a  danger  to  be  avoided  if 
possible.  A  masonry  dam  founded  throughout  upon  the  rock  or  an 
earth  dam  with  a  masonry  core  going  down  everywhere  to  rock  would 
close  the  valley'  completely  and  would  leave  no  question  open  as  to  its 
future  efficiencj'.  In  its  preliminary  report  the  Commission  based  its 
estimates  on  a  masonry  dam.  The  examinations  of  the  ground  had 
not  Hi  that  time  been  completed.  So  far  as  they  had  progressed  they 
showed  a  site  where  a  masonry  dam  seemed  the  most  suitable,  but  it 
was  subsequently  found  that  the  depth  to  rock  upon  that  site  was  at 
least  143  feet  below  sea  level  at  the  deepest  part. 
PC— TOL3— 06 8 
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'*  It  was  considered  best  to  avoid,  if  possible,  so  great  a  dei)th  of 
foundation.  A  site  was  found  a  few  hundred  feet  farther  downstream, 
where  the  length  of  the  dam  would  be  considei*ably  greater  than  at  the 
former  site,  but  the  greatest  depth  to  rock  revealed  by  the  borings 
was  onl>'  128  feet  below  sea  level.  .The  line  runs  from*  a  point  near 
the  railroad  station  at  Bohio,  on  the  east  side  of  the  river,  straight 
across  to  the  rocky  hill  on  the  west  side. 

"On  the  east  side  the  rock  is  at  the  surface  practicallv  from  the 
water  in  the  river  to  the  end  of  the  dam.  On.  the  west  side  the  bank 
above  low  water  is  composed  either  of  pure  clay  or  of  clay  mixed 
with  sand,  while  below  low  water  are  found  irregular  beds  of  sand  and 
sandy  clay.  The  physical  features  of  the  location  admit  of  the  con- 
struction of  an  earth  embankment  with  a  heavy  masonry  core  carried 
down  to  bed  rock  throughout  the  length  of  the  structure.  For  reasons 
of  economy  that  type  of  dam  is  preferable  to  one  whollj-  of  masonry 
upon  the  new  site,  and  is  now  adopted." 

So  that  it  was  to  remove  all  doubt.  There  is  something  else  here  in 
my  evidence  before  that  committee  that  I  would  like  to  find. 

Senator  Kittredge.  Right  at  that  point,  if  it  will  not  interrupt  you: 
The  dam  of  which  you  were  talking  when  you  testified  before  us  at 
the  time  1  have  mentioned,  four  or  five  3'ears  ago,  contemplated  a 
foundation  to  bed  rock,  did  it  not,  at  Bohio? 

Colonel  Ernst.  That  was  the  scheme  on  which  the  estimate  was 
made.  It  did  not  mean,  necessarily,  that  there  was  no  other  way  to 
make  that  subfoundation  tight.  Tlie  point  was  to  make  the  subfoun- 
dation  tight. 

Senator  Kittredge.  You  recommended  to  us,  or  advised,  at  least, 
that  the  dam  at  Bohio  be  placed  upon  a  rock  foundation? 

Colonel  Ernst.  Yes;  the  core. 

Senator  Kittredge.  Yes;  either  on  a  foundation  of  solid  rock  era 
masonry  core.     That  is  right,  is  it  not? 

Colonel  Ernst.  Yes,  sir! 

Senator  Kittredge.  You  regarded  that  dam  at  Bohio  without  a 
masonrv  core — putting  it  that  way — as  involving  danger  to  the  struc- 
ture and  danger  to  the  canal,  did  you  not? 

Colonel  Ernst.  No,  sir;  that  is  not  a  necessary  sequence.  Let  me 
read  you  some  more  of  this  evidence  of  which  you  have  already  quoted 
a  part  (reading): 

''Senator  Haxna.  Now,  about  the  Bohio  dam.  That  is  a  matter 
about  which  there  has  been  a  great  diversity  of  opinion  in  the  testi- 
mony given  here,  and  I  would  like  to  have  your  opinion  about  the 
construction  of  that  dam — as  to  whether  or  not  is  feasible.  The  two 
dams  have  been  discusi^ed.  Mr.  Morison  gave  testimony  that,  in  his 
judgment,  he  thought  that  upon  further  examination  that  in  the  work 
of  construction  he  had  faith  to  believe  that  a  core  dam  would  not  be 
necessary. 

''Colonel  Ernst.  That  is  the  opinion  of  many  very  sound  engineers. 

"The  Chairman.  Have  you  seen  Mr.  Morison's  statement  in  his 
paper  before  the  American  Society  of  Engineers? 

''Colonel  Ernst.  Yes;  >have  seen  that.  These  French  engineers  did 
not  propose  to  put  a  core  down  at  all.  They  did  not  know  how  far 
the  rock  was— they  did  not  find  it.  We  did.  They  proposed  an  earth 
dam  and  Mr.  MoVison  prefers  an  earth  dam.  The  majoritj^  of  the 
Commission  felt  that  that  left  a  danger  that  it  was  desirable  to  avoid 
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if  possible.  There  is  no  use  of  taking  unnecessary  risks,  and  we 
thought  it  was  possible  to  close  that  geological  valley  absolutely,  with 
an  impervious  core,  going  down  to  bed  rock,  and  then  there  is  no 
question  but  what  there  is  under  that  dam  an  impervious  core.  That 
was  Jhe  most  conservativ^e  way,  at  least  for  the  estimate,  but  at  the 
same  time  a  very  much  more?  expensive  way,  and  the  Commission  felt 
that  it  was  desirable  to  put  in  an  estimate  for  the  most  effective  and 
the  most  expensive  dam. 

"  Senator  Hanna.  But  when  it  came  to  the  time  for  construction 
and  further  investigation  conditions  may  be  found  to  exist  that  would 
change  the  opinion  in  reference  to  that? 

"  Colonel  Ernst.  That  is  possible. 

''Senator  Hanna.  And,  of  course,  there  would  be  further  investi- 
gations made  before  anv  work  would  be  commenced^ 

''(Jolonel  Ernst.  Yes." 

Senator  Kittredge.  That  was  the  testimony  that  I  had  in  mind. 
So  that  you  regarded  that  condition  which  you  have  described  there 
as  a  danger  to  the  dam  structure  and  the  canal  itself,  did  you  not? 

Colonel  Ernst.  We  regarded  the  leakage  under  the  dam  as  a  danger; 
yes.  We  did  not  regard  that  masonry  core  as  a  necessary  means  to 
stop  that  leakage.     There  were  other  means  to  stop  it. 

Senator  Morgan.  But  still  you  recommended  a  cut-stone  dam? 

Colonel  Ernst.  No,  sir;  an  earth  dam  with  a  masonry  core. 

Senator  Morgan.  Did  the  Commission  recommend  an  earth  dam 
with  a  masonry  core? 

Colonel  Ernst.  Yes,  sir.  What  we  were  trying  to  do  there  was  to 
give  a  thina  that  was  absolutely  safe. 

Senator  Kittredge.  That  is  the  wise  thing  to  do  always  in  a  work 
of  this  sort,  is  it  not? 

Colonel  Ernst.  Eixactlv.  The  masonry'  core  was  one  method.  It 
was  to  be  put  down  bv  the  pneumatic  process.  It  was  not  the  only 
method. 

Senator  Kittredge.  What  other  methods  had  you  in  mind  at  that 
time,  and  have  you  in  mind  now,  to  cut  off  that  water? 

Colonel  Ernst.  The  principal  method,  the  one  that  I  should  first 
use,  would  be  to  pump  down  liquid  cement. 

Senator  Kittredge.  To  what  depth  can  that  be  done? 

Colonel  Ernst.  I  do  not  see  why  it  can  not  go  to  any  depth  that  3^ou 
can  put  a  pipe  down. 

Senator  Kittredge.  Is  there  certainty  that  vou  can  by  that  method 
effectuallv  close  all  places  through  which  water  percolates? 

Colonel  Ernst.  I  think  so. 

StMiator  Kittredge.  How  can  you  determine  that  fact  absolutely? 

Colonel  Ernst.  Why,  you  can  have  test  pipes  and  see  when  the  flow 
stops.  I  think  it  is  perfectly  feasible  to  tignten  up  all  those  crevices, 
so  that  there  will  not  be  any  leakage  at  all. 

Senator  Kittredge.  Do  3'ou  advise  that  that  method  be  pursued  in 
the  Gatun  dam  structure? 

Colonel  Ernst.  No,  sir;  I  do  not  think  it  is  necessary  there  at  all. 
It  is  one  of  the  things  that  could  be  done  if  it  were  necessar3\ 

Senator  Morgan.  That  liquid  cement  when  it  was  pressed  into  the 
interstices  of  a  material  that  it  was  to  harden  would  unite  with  such 
material  and  make  a  grouting  that  would  make  a  solid  rock  in  the 
course  of  time  ? 
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Colonel  Ernst.  That  is  just  what  it  would  make. 

Senator  Morgan.  If  there  was  any  wood  in  there  it  would  not  unite, 
would  it? 

Colonel  Ernst.  It  would  be  buried  in  this  artificial  rock.  It  would 
make  an  artificial  rock,  and  anything  there  woujd  be  buried  in  it. 

Senator  Morgan.  It  would  be  very  necessary,  would  it  not,  Colonel, 
to  have  the  material  into  which  3"ou  make  this  injection  of  cement  of 
such  consistency  and  such  uniformit}^  of  structure  as  that  the  cement 
would  fill  up  all  parts  of  it  under  pressure,  so  that  when  it  hardened  it 
would  become  equivalent  to  solid  rock  there? 

Colonel  Ernst.  You  would  want  to  fill  up  all  the  interstices;  yes,  sir. 

Senator  Morgan.  You, would  do  that  b}"  putting  pressure,  enough 
upon  your  pump  to  drive  it  d©wn? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  I  want  to  ask  the  Colonel  some  other  questions 
on  a  different  subject. 

Senator  Kittredge.  I  wish  to  ask  him  one  more  question,  if  I  may, 
Senator? 

Senator  Morgan.  Certainly. 

Senator  Kittredge.  Why  do  you.  recommend  that  this  process 
which  you  have  described  be  used  at  Bohio  and  not  at  Gatun? 

Colonel  Ernst.  There  is  a  very  great  difference  in  the  material  down 
there  near  the  bottom.  At  Bphio  we  found  some  material  there  as  big 
as*a  hen's  egg.  We  did  not  find  it,  but  Mr.  Wallace's  borings  found 
material  down  there  as  big  as  a  hen's  egg.  They  have  no  such  mate- 
rial as  that  at  Gatun.     That  is  the  reason. 

Senator  Kittredge.  In  what  respect  does  the  material  differ  taken 
from  the  borings  at  Bohio  and  at  Gatun,  at  the  depth  of  258  feet? 

Colonel  Ernst.  In  that  respect.  In  one  case  it  is  fine  and  in  the 
other  case  it  is  not.  It  is  very  much  finer  and  very  much  less  porous 
in  the  one  case  than  in  the  other. 

Senator  Kittredge.  But  at  Gatun  it  is  porous  just  the  same,  is  it 
not? 

Colonel  Ernst.  Not  the  same;  no. 

Senator  Kittredge.  But  it  is  porous? 

Colonel  Ernst.  Yes;  there  is  some  porous  material  down  at  the 
bottom. 

Senator  Kittredge.   Differing  only  in  degree? 

Colonel  Ernst.  Only  in  degree;  yes. 

Senator  Morgan.  But  the  report  of  the  minority  does  not  propose  to 
inject  cement  down  into  these  deep  gorges  J 

Colonel  Ernst.  No;  I  do  not  propose  it  either.  You  do  not  under- 
stand me  to  propose  it? 

Senator  Morgan.  You  merely  recommend  it  as  a  measure  that 

Colonel  Ernst.  That  could  be  used  at  Bohio.  We  are  talking  about 
the  Bohio  dam,  entirely. 

Senator  Morgan.  Could  you  not  make  use  of  the  same  material,  in 
the  same  wa}^  at  Gatun  ? 

Colonel  Ernst.  Certainly,  if  you  wanted  to ;  if  it  was  necessary. 

Senator  Morgan.  Jn  case  you  did  it  by  injecting  cement,  you  would 
have  a  better  foundation,  or  a  better  stone  protection  against  percola- 
tion of  water  than  you  would  have  at  Gatun  ( 

Colonel  Ernst.   Yes,  sir. 

Senator  Morgan.  Because  the  material  is  finer? 
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Colonel  Ernst.  It  would  be  better.     It  is  not  necessary. 

Senator  Morgan.  You  are  a  member  of  what  I  call  the  Walker 
Exploration  Commission  of  1901  ? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  And  you  served  on  that  and  joined  in  the  report? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  And  then  you  became  a  member  of  the  first  Walker 
Construction  Commission? 

Colonel  Ernst.  No.  sir;  I  was  not  a  member  of  that. 

Senator  Morgan.  Or  of  the  present  one? 

Colonel  Ernst.  I  am  on  the  present  one. 

Senator  Morgan.  You  were  not  with  the  Walker  Commission,  then, 
when  they  were  encountering  the  first  work  that  they  had  to  do  in 
providing  for  constructing  the  canal  down  there? 

Colonel  Ernst.  No,  sir. 

Senator  Morgan.  But  you  knew  the  conditions  pretty  well,  did 
you  not? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  I  wish  you  would  describe  them,  Colonel,  if  you 
please.  I  want  to  show,  in  justice  to  that  Commission,  the  sort  of 
work  that  had  to  be  done  and  the  amount  of  it  in  the  first  opening  up 
of  their  work  on  the  canal. 

Colonel  Ernst.  The  work  had  gone  to  seed.  The  French  had  a 
force  down  there  of  600  or  700  men  taking  care  of  the  property.  There 
was  an  immense  amount  of  machinery  and  plant  of  every  description 
upon  the  site,  which  we  had  looked  over  and  pronounced  worthless; 
tnat  is  to  say,  it  was  so  nearly  worthless  that  we  would  not  make  any 
special  allowance  for  it.  It  is  said  to  have  cost  $30,000,000,  and  I 
think  that  is  not  impossible. 

There  were  village  after  village  of  these  laborers'  camps,  engineer- 
ing camps  along  the  Isthn^us,  some  of  them  buried  in  thickets.  Some 
of  them  you  would  not  know  were  there,  and  they  were  not  discovered 
until  lateu.  Those  buildings  looked  a  great  deal  worse  than  they  really 
turned  out  to  be  afterwards.  The  exterior  was  badly  rotten,  the 
boards  were  exposed  to  the  weather,  wind,  and  rain,  and  were  ready 
to  fall  to  pieces.  You  would  take  those  off,  and  you  would  come  to 
good  lumber;  so  that  there,  was  a  good  deal  more  in  the  buildings  than 
we  thought  there  was. 

The  railroad  was  overworked  and  behind  the  times.  There  was  a 
man  in  charge  of  it  who  had  left  this  country  sixteen  years  before, 
who  was  a  very  good  railroad  man  in  his  da}",  but  who  had  not  learned 
anything  of  the  new  methods.  The  wharves  were  not>sutticient  really 
for  the  ev^ery  day  traffic  of  that  railroad.  The  Commission  had  to 
create  everything  from  the  ground.  They  had  to  rebuild  or  build 
new  all  the  structures  required  for  a  population,  we  will  say,  of  !>5,0()0 
people;  and  by  that  I  do  not  mean  simply  boardino^  houses  and  sleep- 
ing rooms,  but  they  had  to  build  jails,  and  hospitals,  and  court-houses, 
and  everything  else  that  you  require  in  a  municipality. 

They  had  to  multiply  the  wharf  room  by  eight  or  ten—  I  do  not 
know  what — to  build  new  wharves.  They  had  to  buy  new  steamers 
to  get  things  down  there.  This  could  not  all  go  on  at  once,  because  to 
do  this  work  you  had  to  have  shelter  for  your  men,  and  they  did  not 
have  that.  So  that  the  progress  had  to  be  gradual,  of  course,  first  get- 
ting a  littVe  more  force,  and  then  a  little  more  accommodation  to  take 
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care  of  more  force;  so  that  it  increased  by  degrees.  It  was  utterly 
impossible  to  do  that  thing  in  a  day — absolutely  impossible.  I  think 
the  Commission  did  some  very  eood  work  down  there. 

Senator  Morgan.  Then  they  had  to  organize  transportation,  I  sup- 
pose, on  the  Isthmus? 

Colonel  f^RNST.  Yes,  sir.  They  had  to  reorganize  the  railroad,  and 
they  had  to  get  a  new  plant.  The  locomotives  were  out  of  date  and 
the  cars  were  out  of  date.  I  think  the}^  ordered  some  1,500  ears.  I 
have  a  memorandum  of  that  somewhere.  [Consulting  memorandum]. 
Yes;  they  ordered  24  locomotives,  500  box  cars,  6  passenger  cars, 
12  caboose  cars,  1  pile  driver  and  wrecker  for  the  railroad. 

Senator  Morgan.  This  was  all  necessary  just  for  inaugurating  the 
work  i 

Colonel  Ernst.  For  inaugurating  it,  yes,  sir.  They  ordered  61 
steam  shovels,  120  locomotives,  1,300  flat  cars,  324  dump  cars,  12 
Lidgerwood  unloaders,  and  13  spreaders.  Those  were  some  of  the 
principal  items  of  plant  that  they  had  to  get.  Concerning  that  old 
material  down  there,  as  I  sjiy,  we  were  not  willing  to  allow  anything 
for  it.  We  were  conscious  that  there  was  some  residue  of  value  in  it; 
that  some  of  that  material  might  be  used — bar  iron,  and  things  like 
that,  surveying  instruments,  and  so  on — but  we  were  not  ready  to 

?ay  anything  tor  it  at  all,  except  in  that  general  item  of  omissions, 
'hat  is  all  they  had.  They  patched  up  a  lot  of  that  and  kept  their 
force  going  with  it. 

Senator  Morgan.  The  railroad  and  connecting  steamers  that 
belonged  to  the  railroad  were  an  indispensable  arm  of  that  service? 

Colonel  Ernst.  Yes,  sir;  absolutel3\ 

Senator  Morgan.  But  for  those  they  could  not  have  made  any 
progress? 

Colonel  Ernst.  Practicallv,  no. 

Senator  Morgan.  If  they  tad  depended  upon  miscellaneous  shipping 
to  get  their  material  and  people  in  there,  and  food,  and  all  that,  they 
could  have  made  practically  no  progress. 

Colonel  Ernst.  No,  sir. 

Senator  Morgan.  The  country  was  barren  of  food,  practically  ? 

Colonel  Ernst.  Y^es,  sir;  there  was  not  enough  for  the  people  who 
lived  in  it. 

Senator  Morgan.  The  railroad  was  then,  in  fact,  and  practically 
during  the  first  year  of  the  effort  to  op(^n  that  canal,  the  most  active 
and  the  most  important  factor  in  the  work^ 

Colonel  P]rnst.  Y'es,  sir. 

Senator  Morgan.  Who  controlled  that  railroad  in  regard,  for  instiince, 
to  transportation,  and  also  in  regard  to  freight  rates  across  the  Isthmus 
at  that  time?     Was  it  the  railroad  company? 

Colonel  Ernst.  The  railroad  company,  yes;  the  board  of  directors. 

Senator  Morgan.  When  you  got  there  as  a  commissioner  you  found 
that  the  railroad  and  all  of  its  work  and  all  of  its  pioperty  and  all  of 
its  possessions  were  under  the  control  of  the  railroad  company? 

Colonel  F^RNST.   Yes,  sir. 

Senator  Morgan.  Through  a  board  of  directors? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  And  the  United  States  had  acquired  at  the  time 
3^ou  became  a  Commissioner  all  or  nearly  all  of  the  stock  in  the 
railroad  ? 
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Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  And  soon  acquired  the  whole  of  it? 

Colonel  Ebnst.  Yes,  sir. 

Senator  Morgan.  And  the  United  States,  through  -its  Canal  Com- 
niissioners,  organized  a  board  of  directors  for  that  railroad  with  some 
outsiders  coming  in — stockholders? 

Colonel  Ernst.  Yes;  the  number  is  fixed  by  law — by  the  charter — 
and  the  Secretary  of  War  really  represents  the  Government.  He 
dictates  the  board  of  directors. 

Senator  Morgan.  He  dictates — or  did  then,  when  you  first  came  in, 
dictate — the  majority  of  the  board  of  directors;  but  there  were  still 
persons  who  were  elected  in  some  way  by  the  stockholders  that  had 
not  as  yet  sold  their  stock? 

Colonel  Ernst.  I  do  not  understand  it  that  way,  Senator.  The 
sb^res  were  so  few  and  so  scattered  that  they  could  not  control  a  direc- 
tor. There  were  only  some  1,100  shares,  and  the}^  were  scattered  all 
over  the  world.  The  other  nearly  69,000  were  voted  bv  the  Secretary 
of  War,  and  he  dictated  the  board  of  directors;  and  he  ordered  that 
each  member  of  the  Canal  Commission  should  be  a  member  of  the 
board  of  directors. 

Senator  Morgan.  Yes;  thatis,  controlling  the  majority  of  the  stock? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  So  that  after  the  Government  took  over  the 
property  it  first  obtained  a  board  of  directors,  and  they  were  really 
named  and  elected  by  the  stock  of  the  United  States? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  And  through  the  Secretary  of  War? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  And  the  Secretary  of  War  went  out  and  got  other 
persons  who  had  no  connection  with  the  construction  of  the  canal  at 
all,  and  no  interest  in  it,  to  come  in  and  constitute  membership  iu  that 
board? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  You  had  been  there  at  the  opening  and  before  the 
opening  of  any  work  done  by  the  United  States  Government,  and  you 
arrived  again,  I  suppose,  as  a  Commissioner,  at  the  time  that  the  first 
Commission  was  removed. 

Colonel  J^RNST.  Yes,  sir;  soon  after  that. 

Senator  Morgan.  Do  you  know  whether  their  resignation  had  been 
required  bv  the  Government? 

Colonel  IErnst.  Not  of  my  personal  knowledge.  I  onl}^  know  what 
I  saw  in  the  newspapers  about  it. 

Senator  Morgan.  But  they  had  all  resigned  'i 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  And  a  new  Commission  was  appointed? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  And  upon  that  new  Coramis.sion  some  of  the  old 
Commissioners  were  retained.  W^ho  were  they?  Colonel  Hains  was 
one  that  was  retained,  was  he  not? 

Colonel  Ernst.  No,  sir;  Colonel  Hains  was  on  the  Connnission  of 
1899-1901.  He  was  not  on  the  first  construction  Commission.  There 
was  no  member  of  it  retained — yes;  Major  Harrod  was  retained. 

Senator  Morgan.  Was  he  the  onlv  one? 
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Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  So  that  six  were  removed  or  resigned,  and  one 
remained? 

Colonel  Ernst.     Yes,  sir. 

Senator  Morgan.  And  he  formed  a  nucleus  around  which  the  new 
board  was  assembled  ? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  Where  is  Major  Harrod  now? 

Colonet  Ernst.  He  is  here  in  the  room.     [Lauffhter.] 

Senator  Morgan.  He  is  right  here?  1  did  not tnow  the  gentleman. 
I  did  not  know  that  he  was  in  the  room. 

When  you  entered  upon  your  duties  as  a  commissioner,  you  then 
first  knew  accurately  the  amount  of  work  that  had  been  done  by  that 
first  construction  commission? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  Did  3^ou  think  that  was  a  creditable  or  a  discredit- 
able performance  on  the  part  of  that  board? 

Colonel  Ernst.  It  certainly  was  not  a  discreditable  one. 

Senator  Morgan.  Have  j^ou  an}"  knowledge  of  any  objection  that 
was  urged  by  the  President  or  by  any  bod  v  else  to  a  member  of  that 
first  construction  commission,  called  the  Walker  commission,  on  the 
ground  of  incompetency  or  delinquency  in  the  performance  of  duty 
or  for  any  other  cause?" 

Colonel  Ernst.  No,  sir. 

Senator  Morgan.  There  was  nothing  assigned? 

Colonel  Ernst.  No,  sir;  I  never  heard  of  anything. 

Senator  Morgan.  They  were  merely  swept  out  and  a  new  commis- 
sion put  in.  Have  you  any  knowledge  of  the  influences  that  were 
brought  to  bear — any  of  them — to  produce  that  result? 

Colonel  Ernst.  No,  sir. 

Senator  Morgan.  Were  you  surprised  at  it? 

Colonel  Ernst.  Very  much. 

Senator  Morgan.  You  were  very  much  surprised? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  You  are  still  unable  to  account  for  it? 

Colonel  Ernst.  Yes  sir;  entirely. 

Senator  Morgan.  The  country  seems  to  be  in  the  same  condition. 
When  you  entered  upon  work  tliere  under  the  new  Commission,  did 
the  Commission  immediately  go  down  to  the  Isthmus,  after  they  were 
appointed  imd  organized  ? 

Colonel  Ernst.  Not  immediateh\  We  were  organized  the  first  of 
April,  and  the  order  of  the  President  was  that  we  should  meet  on  the 
Isthmus  the  first  of  each  quarter;  that  is,  the  first  of  April,  the  first 
of  July,  and  so  on.  We  were  organized  too  late  to  go  at  that  time, 
so  that  we,  under  the  orders,  intended  to  go  in  June.  Mr.  Wallace's 
resignation  came  just  about  the  time  that  we  were  getting  ready  to 
go  down  there,  and  that  deferred  the  trip  for  two  or  three  weeks,  so 
that  we  did  not  ai^tually  go  until  some  time  in  July. 

Senator  Morc^an.  How  long  did  you  remain  on  the  Isthmus  after 
you  went  down  as  a  body  ? 

Colonel  Ernst.  1  think  we  were  there  about  two  weeks. 

Senator  Moiujan.  When  you  got  there  you  found  that  the  previous 
Commission  had  organized  all  of  the  statutes  and  ordinances  that  were 
necessary  for  the  goyernment  of  that  Zone,  or  supposed  to  be  necessary  i 


INVESTIGATION   OF   PANAMA  CANAL   MATTERS.  2067 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  That  was  a  heavy  task,  was  it  not? 

Colonel  Ernst.  I  should  think  it  must  have  been  a  very  heavy  task. 

Senator  Morgan.  The  records  here  show  that  it  must  hare  been  a 
heavy  task.  And  they  had  put  in  operation  the  judicial  establishment, 
organized  and  put  in  operation  the  health  establishment,  and  the  labor 
as  far  a.s  it  was  being  conducted,  and  the  commissary  establishment, 
and  whatever  was  necessary  for  the  accommodation  of  the  laborers 
who  were  there  and  those  that  were  coming  in.  I  suppose  that  is  all 
correct,  that  they  had  done  all  that? 

Colonel  Ernst.  They  had  done  it  a*s  far  as  they  were  able  to  do  it. 
Of  course  that  work  was  not  completed. 

Senator  Morgan.  The  laborers  came  in  rapidly  after  the  new  Com- 
mission was  appointed,  Sid  they  not? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  You  made  it  a  business  to  push  labor  in  there, 
employees  of  every  kind? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  And  a  good  many  appointments  were  made  to 
clerical  and  other  positions  among  what  were  called  the  gold  men  ? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  And  there  were  some  thousands  added  to  the  list 
of  lal)orers? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  About  how  many  ? 

Colonel  Ernst.  I  think  that  that  force  grew  from  about  7,000  in 
July  to  some  17,000 — I  do  not  know,  Senator. 

Senator  Morgan.  That  was  an  addition  practically  of  10,000  laborers? 

Colonel  Ernst.  There  was  a  very  large  addition,  I  know  that. 

Senator  Mor(jan.  The  first  Commission  had  put  on,  1  suppose,  from 
your  calculations  here,  about  five  or  six  thousand  laborers^ 

Colonel  Ernst.  Oh,  I  think  so. 

Senator  Morgan.  And  then,  when  the  new  Commission  came  in, 
there  were  10,000  more  put  on. 

Colonel  Ernst.  There  have  been  that  many  added;  3'es. 

Senator  Morgan.  And  it  was  done  in  a  huny,  was  it  not-  with 
rapidity  i 

Colonel  Ernst.  As  fast  as  we  could;  yes,  sir. 

Senator  Morgan.  You  made  great  efforts  to  get  labor? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  When  this  great  addition  of  10,000  laborers  came 
into  this  Isthmus,  were  sufficient  quarters  provided  for  that  great  addi- 
tion to  the  force? 

Colonel  Ernst.  There  was  alwaj's  a  tight  squeeze.  There  were 
always  more  men  than  there  were  quarters,  and  1  suppose  that  is  so 
to-dav:  but  the  quarters  were  being  increased  as  fast  as  they  could, 
and  tte  men  were  being  increased  as  fast  as  the  quarters  could  be  pro- 
vided, and  the  thing  kept  along  in  that  way. 

Senator  Morgan.  And  there  were  rapiS  importations  I  suppose — 
and  the  record  shows  it — of  lumber  for  building  material  from  the 
Pacific  coast  and  from  the  Atlantic  coast? 

C>)lonel  Ernst.  Yes,  sir. 

Senator  Morgan.  And  of  all  other  kinds  of  material  that  were  nec- 
essary to  l>e  employed  in  the  rapid  progress  of  the  work  i 
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Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  And  you  had  a  great  many  mechanics  there,  car- 

E enters,  and  so  on,  for  the  purpose  of  putting  up  houses  and  repairing 
ouses,  etc.  i 

Colonel  Erxst.  Yes,  sir. 

Senator  Morgan.  And  the  work  went  on  rapidly? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  And  hurriedly.  You  then  added  water  to  pro- 
vide for  those  people  ? 

Colonel  Ernst.   Yes,  sir. 

Senator  Morgan.  And  to  provade  a  water  supply  for  Panama^ 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  And  also  for  Colon? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  Had  the  old  commission  made  progress  in  fur- 
nishing a  water  supply  for  these  places? 

Colonel  Ernst.  Oh,  yes,  sir. 

Senator  Morgan.  They  had  pretty  nearly  completed  it,  had  they 
not? 

Colonel  Ernst.  They  had  the  water  turned  on  at  Panama,  which 
was  the  most  important  of  all  of  the  water  supplies.  Thev  had  brought 
their  pipes  down  from  the  reservoir  into  the  city  and  had  laid,  I  think, 
25  per  cent  of  the  pipes  in  the  city  and  had  turned  the  water  on. 
There  were  public  hydrants  and  some  of  the  houses  were  supplied. 
But  all  the  people  could  go  out  to  the  hydrants  and  get  water  at  the 
time  we  went  there. 

Senator  Morgan.  That  water  supply  came  from  a  distance  of  6  or  7 
miles  ? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  Out  of  the  reservoir  that  the  old  Commission  had 
constructed  there  in  the  hills? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  And  they  got  the  water  chiefly,  I  suppose,  out  of 
the  Rio  Grande  or  its  aflluents^ 

Colonel  Ernst.  At  the  headwaters  of  the  Rio  Grande  they  formed 
the  reservoir. 

Senator  Morgan.  Was  the  water  usable  and  good? 

Colonel  f^RNST.  It  seemed  to  be  very  good,  indeed. 

Senator  Morgan.  Well,  then,  this  first  Commission  had  also  put  in 
additional  wharfage? 

Colonel  Ernst.  Yes;  but  I  do  not  think  any  of  it  was  finished. 
The\'  had  begun  it. 

Senator  Morcjan.  Had  they  made  improvements  upon  the  railroad  J 

Colonel  Ernst.  Yes;  they  had  made  some  improvements. 

Senator  Morgan.  Had  they  extended  any  spur  tracks  into  the  dig- 
gings i 

Colonel  P^RNST.  I  can  not  be  sure  about  that.  Have  you  our  annual 
report  here  t 

Senator  Morgan.  1  would  not  detain  you  to  go  over  that,  because  it 
is,  perhaps,  not  a  very  important  item. 

Colonc^l  Ernst.  They  had  made  some  improvements,  in  the  railroad. 
They  will  be  found  enumerated  in  our  aimual  report. 

Senator  Morgan.  Down  in  the  Bay  of  Panama,  did  they  make  any 
necessary'  improvements  in  order  to  facilitate  commerce  in  connection 
with  ships? 
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Colonel  Ernst.  Well,  they  had  a  dredge  at  work  there. 

Senator  Morgan.  They  had  a  dredge  at  work? 

Colonel  Ernst.  Yes,  sir;  they  had  a  dredge  at  work,  and  they  had 
overhauled  the  repair  shop  there  for  making  marine  repairs. 

Senator  Morgan.  That  was  down  at  La  Boca,  at  the  mouth  of  the 
Rio  Grande? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  And  they  had  overhauled  and  repaired  other 
machine  shops  along  on  the  line  of  the  railroad  and  the  canal,  down 
clear  to  Colon  ? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  Had  they  made  repairs  in  Colon,  and  made  any 
effort  to  clean  up  that  place  i 

Colonel  Ernst.  Well,  they  had  not  done  any  engineering.  They 
had  begun  on  their  water  supply.  Yes;  they  had  cleaned  all  the  Amer- 
ican part. 

Senator  Morgan.  As  to  the  condition  of  the  engineering  when  you 
took  over  these  French  maps,  was  it  at  all  satisfactory,  in  regard  to 
projected  work  that  the  Commissioners  had  in  view  if  Were  those 
maps  satisfactory  ?   Were  they  either  reliable  or  sufficient!}'  developed  ? 

Colonel  Ernst.  They  were  very  reliable  where  the  French  had  actu- 
ally done  work.  The  French  are  excellent  engineers,  and  wherever 
these  maps  were  the  result  of  actual  observation  they  were  very  reli- 
able; but  there  was  more  or  less  sketching  in  some  parts  of  those 
maps. 

!!5enator  Morgan.  Take  the  maps  topogi'aphicall}^  reaching  out  into 
the  headwaters  of  the  Chagres  and  the  other  rivers,  were  those  maps 
reliable? 

Colonel  Ernst.  In  many  places  they  were  not,  because,  as  I  say, 
they  were  not  the  result  of  actual  observation,  they  were  sketches. 

Senator  Morgan.  Was  it  not  necessary  to  predicate  your  work  in 
the  canal  upon  a  resurvey  of  the  whole  system  from  end  to  end  ? 

Colonel  Ernst.  No,  sir;  1  could  not  say  that.  Senator.  The  line  of 
the  canal  was  very  thoroughl}'  surveyed,  and  anything  within  easy 
reach  of  the  canal,  an3'thing  that  would  come  any  wnere  near  the  canal 
prism  itself.  When  we  would  come  to  overflowing  large  tracts  of 
country  by  dams  such  as  the  Gamboa  dam  or  any  other  dam,  there  you 
would  get  back  into  country  that  was  not  very  well  known,  and  there 
was  where  the  trouble  came  in. 

Senator  Morgan.  As  to  the  line  of  the  canal:  Take  its  axis  through 
and  through;  had  the  French  conducted  borings  along  the  entire  line 
of  that  canal  from  Colon  out  to  the  Bay  of  Panama? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  So  as  to  get  down  to  the  actual  condition  of  the 
sul>^tratuni,  as  deep  as  sea  level? 

Colonel  Ernst.  Yes,  sir;  they  had. 

Senator  Morgan.  Were  those  borings  reliable  ? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  Were  they  close  enough  together  to  give  sufficient 
accuracy  to  the  data? 

Colonel  Ernst.  They  were  reasonably  so.  Of  course,  we  have 
made  a  great  many  since;  and  the  more  borings  you  have  the  better. 
It  is  impossible  to  make  enough  borings  to  give  anything  more  than 
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a  ffeneral  idea,  anyway.  Yes,  I  think  you  may  say  they  were  reason- 
ably close  together. 

Senator  Morgan.  Do  you  know  whether  the  Joint  Commisf>ion 
relied  upon  the  French  borings  at  all,  or  whether  they  took  the  Amer- 
ican borings  as  furnishing  the  proper  data  for  determining  what  was 
below  the  surface  ? 

Colonel  Ernst.  I  do  not  know  about  that;  but  I  presume  the\'  took 
the  latest;  I  do  not  know  how  much  attention  they  gave  to  that  f*rench 
profile. 

Senator  Morgan.  As  a- practical  business  matter,  with  your  present 
knowledge  of  what  those  engineering  reports  and  maps  and  contribu- 
tions to  literature,  and  so  forth,  were,  would  you  give  12,000,000  for 
lars  for  them? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  You  would  ? 

Colonel  Ernst.  I  would. 

Senator  Morgan.  And  yet  would  not  rely  upon  them  after  you  got 
them? 

Colonel  Ernst.  1  would  try  to  make  some  fair  compensation  for 
what  the}^  cost. 

Senator  Morgan.  I  am  not  talking  about  that,  but  just  as  if  you  had 
no  idea  of  compensation  about  it  ana  were  getting  them  at  a  fair  price 
for  what  they  were  worth  to  the  incoming  Engineering  Corps  of  the 
United  States. 

Colonel  Ernst.  I  do  not  believe  you  could  have  gotten  that  infor- 
mation for  1^2,000,000,  Senator. 

Senator  Morgan.  '  You  do  not  think  you  could  have  gotten  the 
information  that  the  French  had  there  for  $2,000,000? 

Colonel  Ernst.  No,  sir;  I  do  not  believe  you  could  have  made  all 
those  surveys  and  constructed  all  those  maps  for  $2,000,000,  and  of 
course  you  could  not  have  gotten  the  history.  The  records  would  go 
back  for  twenty  or  thirty  years.  You  couli  not  get  that  at  all  at  any 
price. 

Senator  Morgan.  Is  there  much  use  for  that  history? 

Colonel  Ernst.  Yes,  sir;  that  is  what  we  rely  on  to  determine  what 
the  action  of  the  Chagre^  River  will  be  in  the  future. 

Senator  Morgan.  That  includes  the  measurements  of  the  flow  of 
water  in  the  river? 

Colonel  Ernst.  Yes;  the  flow  of  the  water  in  the  river  is  changing 
all  the  time,  and  is  difl'erent  in  different  3^ears,  and  we  have  a  fairly 
decent  record  of  it  now  for  about  fifty  >^ears;  only  fair,  though.  If 
we  had  it  a  hundred  years  back  we  would  be  a  good  deal  more  sure 
of  it. 

Senator  Morgan.  In  that  respect  I  suppose  what  the  French  wrote 
was  a  mere  account  of  the.  ope  rat  ion  of  the  water  gauges  that  they  put 
in  the  Chagres  River  and  watched?     That  is  all? 

Colonel  Ernst.  Their  original  observations,  yes;  and  they  collected 
all  the  information  that  the^^  could  collect,  also. 

Senator  Morgan.  That  was  not  any  intricate  engineering  project  or 
process  ? 

Colonel  Ernst.  That  is  not  costly  except  in  the  matter  of  time.  It 
does  not  cost  much  to  make  those  observations. 

Senator  Morgan.  Is  there  an}'  point,  or  was  there  any  point  when 
you  went  to  survey  that  Isthmus  as  a  Commissioner  and*  looked  over 
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what  had  been  done  or  remained  to  be  done,  in  which  you  found  that 
the  former  Commission  had  been  deficient  in  industry,  perseverance, 
knowledge,  or  fidelity  ? 

Colonel  Ernst.  No,  sir;  none  at  all. 

Senator  Morgan.  None  at  all? 

Colonel  Ernst.  No,  sir. 

Senator  Morgan.  And  you  still  do  not  know  the  reason  why  they 
were  removed? 

Colonel  Ernst.  No;  I  do  not  know  of  my  own  personal  knowledge. 
I  have  seen  everything  that  has  been  published  in  the  newspapers. 

Senator  Morgan.  The  newspapers  are  not  always  reliable  upon  such 
subjects,  are  they  i 

Colonel  Ernst.  No;  I  may  say  that  I  do  not  know. 

Senator  Morgan.  You  may  have  formed  some  opinions,  but  you  got 
them  from  newspaper  accounts? 

Colonel  Ernst.  Exactly. 

Senator  Morgan.  Practically — looking  over  the  ground  and  survey- 
ing it  with  a  view  to  continuing^  that  work  that  had  been  commenced 
there — v-ou  found  no  deficiencies  and  no  mistakes? 

Colonel  Ernst.  Oh,  I  do  not  mean  to  say  that  I  saw  no  mistakes, 
but  no  more  than  any  man  is  liable  to  make.  Any  man  is  liable  to 
make  mistakes.  I  do  not  think  there  were  an}'^  very  grave  mistakes 
except,  possibly,  one.  No;  I  do  not  think  that  there  were  any  grave 
mistakes. 

Senator  Morgan.  Have  you  in  mind  any  mistake  that  you  would 
call  such  without  attributing  to  it  any  great  gravity  or  weight? 

Colonel  Ernst.  I  have  in  mind  a  mistake  which  has  had  serious 
results,  but  I  do  not  know  but  that  it  is  a  mistake  that  any  man  might 
have  fallen  into. 

Senator  Morgan.  I  would  like  you  to  mention  it. 

Colonel  Ernst.  I  think  the  conclusions  drawn  from  the  experimen- 
tal work  done  in  C.ulebra  was  a  mistake  that  had  bad  results. 

Senator  Morgan.  What  was  that? 

Colonel  Ernst.  That  you  could  take  that  material  out  for  50  cents  a 
yard. 

Senator  Morgan.  That  was  too  cheap? 

Colonel  Ernst.  Yes;  I  think  so,  decidedly. 

Senator  Morgan.  It  was  too  cheap  by  a  aollar,  was  it  not  ? 

Colonel  Ernst.  No,  sir;  by  30  cents,  at  least. 

Senator  Morgan.  The  first  commission  estimated  that  you  could 
take  out  that  material  through  Culebra  cut  at  30  cents? 

Colonel  Ernst.  No,  sir;  they^  estimated  that  you  could  take  it  out  at 
^}  cents.  You  asked  me  what  mistakes  I  noticed.  The  new  Commis- 
sion, or  at  least  the  engineering  committee  of  the  new  Commission, 
thought  they  could  take  it  out  for  50  cents. 

Senator  Morgan.  That  the  others  had  priced  it  too  high  ? 

Colonel  Ernst.  Yes;  they  thought  so. 

Senator  Morgan.  Mr.  Wallace,  who  conducted  that  work,  found 
that* he  sometimes  had  to  pay  $1.75  per  cubic  yard  for  it. 

Colonel  Ernst.  Well,  tliat  developed  afterwards.  Mr.  W^allace 
thought  he  could  take  it  out  for  50  cents.  I  think  he  testified  that 
before  this  committee  at  the  hearing.     1  think  he  is  mistaken. 

Senator  Morgan.  What  is  the  unit  of  price  that  you  would  put  upon 
the  dry  work  to  be  done  through  from  Gamboa  to  Miraflores? 
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Colonel  Ernst.  Well,  for  that  material  in  there  it  is  about  80  cent^^. 
Our  estimates  are  80  cents  for  soft  rock  in  the  dry,  $1.15  for  hard 
rock  in  the  drv,  and  then  we  had  another  estimate  of  $4.75  for  rock 
under  water.     I  think  they  were  not  far  out  of  the  way. 

Senator  Morgan.  Are  you  prepared  now  to  recommend  those  esti- 
mates as  being  such  as  the  Government  can  act  upon  ? 

Colonel  Ernst.  I  think  jou  might  reduce  tne  rock-under-water 
estimate  somewhat.  That  is  the  most  uncertain  item  in  the  whole 
matter.  I  think  those  other  figures  are  about  right.  Thej^  are  essen- 
tially what  have  been  adopted  by  this  Consulting  Board. 

Senator  Morgan.  Was  any  of  the  spoil  that  was  hauled  out  by  the 
work  done  by  the  first  Commission  left  where  it  has  to  be  worked  over 
a  second  time? 

Colonel  Ernst.  I  Ho  not  know  of  any  such  case  at  all. 

Senator  Morgan.  Do  you  think  any  mistake  was  made  in  selecting 
the  dumps  for  the  spoil  ? 

Colonel  Ernst.  No,  sir;  I  do  not  think  so. 

Senator  Morgan.  So  that  the  work  done  b}^  them  would  bear  sci- 
entific tests? 

Colonel  Ernst.  I  think  so. 

Senator  Morgan.  I  do  not  know  that  I  have  any  further  questions 
to  ask. 

Senator  Ankeny.  Colonel,  have  you  any  idea  what  area  of  land  that 
dam  in  the  lock  system  would  overflow;  that  is,  how  much  land  it 
would  destroy  ?  In  other  words,  how  much  damage  this  Government 
would  be  liable  for  in  the  event  that  lock  system  was  completed? 

Colonel  Ernst.  Yes;  I  have  some  idea.  I  think  it  is  105  square 
miles  that  that  large  lake  overflows  and  some  8  square  miles  for  that 
one.  This  is  the  principal  one  up  here  [indicating  on  the  map].  I 
think  58  square  mile§  of  that  is  now  owned  b\'  the  railroad  or  the 
canal,  and  the  remaindei-  is  either  private  property  or  owned  by  the 
Panama  Government.  A  great  deal  of  it  is  marsh.  •  The  marshes  are 
shown  on  this  other  map  perhaps  better  than  they  are  on  this  one. 
There  is  a  good  deal  of  marsh  down  here  [indicating].  You  have  had 
some  extraordinary  evidence  given  before  the  committee  about  the 
value  of  this  land. 

Here  is  all  this  marsh  that  is  overflowed  now  [indicating  on  map]. 
So  is  this.  This  is  half  overflowed  [indicating].  But  of  course  there* 
will  be  a  good  deal  of  land  flowed.  It  is  almost  uninhabited,  except 
right  along  the  line  of  the  railroad.  There  are  a  number  of  little 
villages  on  the  line  of  the  railroad,  but  I  think  nearly  all  of  that 
propertv  belongs  to  the  railroad.  The  estimates  that  have  been  given 
you  of  118,000,000— and  one  man  said,  I  think,  $25,000,000— seem  to 
be  preposterous. 

Senator  Ankeny.  What  would  be  your  idea?  You  are  familiar 
with  the  whole  subject. 

Colonel  Ernst.  1  do  not  see  why  that  estimate  of  the  minoritv  is 
not  about  right.  They  say  $300,000.  The  Chief  Engineer,  Mr.  Ste- 
vens, looked  into  that  question,  and  independently  reached  that  same 
figure  without  knowing  at  all  how  the  other  party  reached  it. 

Senator  Ankeny.  How  do  you  know  what  belongs  to  the  railroad 
and  what  belongs  to  the  citizens  there? 

Colonel  Ernst.  Well,  we  have  a  land  map. 

Senator  Ankeny.  Certainly;  but  what  titles? 
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Colonel  Ernst.  The  titles  are  somewhat  mixed,  I  believe. 

Senator  Ankeny.  You  do  not  know? 

Colonel  Ernst.  No;  1  do  not  know. 

Senator  Taliaferro.  Colonel,  do  you  know  of  an}'  person  in  this 
coimtry  who  was  a  stockholder  or  a  bondholder  in  the  first  Panama 
Canal  (Jompan j — the  French  company  ? 

Colonel  Ernst.  No;  I  do  not. 

Senator  Taliaferro.  There  were  American  stockholders,  were 
there  not? 

Colonel  Ernst.  I  suppose  so.     I  do  not  know. 

Senator  Dryden.  Have  you  an  opinion.  Colonel,  as  to  whether  this 
work  should  be  constructed  as  it  has  been  by  day  work  or  by  contract? 

Colonel  Ernst.  Oh,  I  think  clearly  that  we  ought  to  let  out  con- 
ti*acts.     I  do  not  think  there  is  any  difference  of  opinion  about  that. 

Senator  Dryden.  Is  it  your  view  that  it  should  be  let  in  separate 
contracts  or  in  one  entire  contract? 

Colonel  Ernst.  1  should  not  undertake  to  give  it  in  one  entire  con- 
tract. 1  would  divide  it  up  into  a  number  of  large  contracts.  1  would 
not  have  a  very  great  number  of  small  contracts.  I  would  have  a  lot 
of  large  contracts. 

Senator  Dryden.  Do  you  think  that  we  have  to-da}^  sufficient  infor- 
mation for  the  bases  of  specifications  for  contracting  this  work? 

Colonel  Ernst.  1  think  so,  yes;  for  most  of  it.  There  is  some 
further  information  that  would  be  desired  about  some  features  of  it. 

Senator  Dryden.  What  information,  if  any,  is  lacking  for  the  bases 
of  such  specifications? 

Colonel  Ernst.  Well,  I  should  want  some  further  examinations 
made — and  they  are  being  made,  too— about  this  overflow  of  that  spill- 
way [indicating  on  map].  This  plan  provides  for  a  spillway  through 
the  dam,  and  up  here  [indicating  on  map]  there  is  an  opportunity, 'per- 
haps, for  another  spillway  entirely  detached  from  that.  There  is  some 
low  ground  in  there  [indicating  on  map.]  That  river  runs  up  here, 
and  Siis  runs  up  here  [indicating],  and  Mr.  Stevens  is  now  engaged  on 
that.  He  is  lx)ring  in  there  and  examining  in  there  to  see  whether  we 
can  not  make  a  little  improvement  on  that.  So  that  we  should  want 
to  go  into  detail  a  little  more  than  we  have. 

Senator  Dryden.  If  I  am  not  mistaken,  some  of  the  engineers  who 
liave  testified  here  have  said  in  effect  that  in  constructing  this  canal 
there  ought  to  be  leeway  allowed  for  additional  light  or  new  discov- 
eries that  might  be  made  from  time  to  time  as  to  what  should  be  done. 
Do  you  concur  in  that  opinion  ? 

Colonel  Ernst.  I  do;  yes,  sir. 

Senator  Dryden.  Then,  would  it  not  result  if  that  is  so  in  rendering 
it  necessary  to  make  new  arrangements  to  some  extent  with  the  con- 
tractors after  the  work  had  been  undertaken  ? 

Colonel  Ernst.  If  you  let  out  one  contract  for  the  whole  job  it 
would;  yes.  I  would  not  do  it  that  way.  I  would  let  out  a  contract 
for,  we  will  say,  one  set  of  these  locks,  and  another  contract  for 
another  set  of  locks,  and  1  would  let  out  a  contract  for  dredging  the 
coastal  plane  fi'om  Limon  Bay  up  to  Gatun,  That  is  one  class  of  work 
separate  entirely  from  lock  construction.  I  would  let  out  another 
contract  over  at  the  other  end  if  we  should  put  that  lock  at  Miraflores 
as  the  Secretary  of  W^ar  recommended,  and  so  on.     You  could  divide 
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that  work  up  into — oh,  I  do  not  know  how  many,  but  I  suppose  a 
dozen  large  contracts.     Each  in  itself  would  be  a  very  large  conti'act. 

Senator  Dryden.  If  you  did  that,  how  would  you  protect  the  Gov- 
ernment against  the  delays,  the  expense,  and  other  disadvantages  that 
might  arise  from  the  clash  of  the  contractors. 

Colonel  Ernst.  I  do  not  know 

Senator  Dryden  (continuing).  As  to  where  the  authority  and  rights 
of  one  began  and  the  other  ended? 

Colonel  Ernst.  That  would  have  to  be  definitely  known,  of  course. 

Senator  Dryden.  You  can  see  that  difficult}^  can  you  not? 

Colonel  Ernst.  Yes;  it  is  a  thing  that  has  to  be  guarded  against,  of 
course. 

Senator  Dryden.  Do  you  think  that  you  could  prepare  specifica- 
tions of  such  a  general  character  that  tney  would  sufliciently  guard 
the  interests  of  the  Government  and  yet  when  they  came  to  be  applied 
in  details  would  be  sufficient  to  hold  the  contractor? 

Colonel  Ernst.  Well,  I  should  hope  so.  I  think  it  would  be  possi- 
ble; yes,  sir. 

Senator  Morgan.  If  he  had  a  pretty  large  deposit  or  bond  put  up 
as  a  guarantee  for  good  behavior — you  would  have  that  much,  would 
you  not? 

Colonel  Ernst.  Yes,  sir.  Of  course  there  is  going  to  be  great  diffi- 
culty in  dividing  up  the  facilities  that  we  have  thei-e—the  railroad  and 
the  wharves  and  all  that  sort  of  thing;  but  I  think  it  could  be  handled. 

Senator  Dryden.  In  an  ordinary  commercial  enterprise,  where  the 
work  is  done  by  contract,  you  are  quite  aware,  no  doubt,  that  almost 
invariably  there  are  alterations  as  the  work  progresses? 

Colonel  Ernst.  Oh,  ves. 

Senator  Dryden.  Cnanges  in  the  plans,  and  consequently  in  the 
specifications,  which  involve  new  arrangements,  rearrangements  with 
the  conti actor? 

Colonel  Ernst.  Certainly. 

Senator  Dryden.  And  the  contractor  j^enerally  has  the  owner  at  a 
disadvantage  in  those  matters.  Now,  in  a  big  work  of  this  kind, 
could  the  Government  be  amply  and  sufficiently  protected  against  any 
imposition  on  the  part  of  the  contractors? 

Colonel  Ernst.  I  should  think  so.     It  seems  to  me  it  is  possible. 

Senator  Dryden.  Of  course  3"ou  recognize  that  that  would  be  a 
very  important  matter? 

Colonel  Ernst.  A  very  important  matter. 

Senator  Dryden.  It  might  make  a  difference  of  many  millions  of 
dollars  in  the  course  of  building  the  canal  as  to  whether  the  specifica- 
tions protected  the  Government  or  not? 

Colonel  Ernst.  Oh,  yes,  sir;  the  payments  would  probably  be  so 
much  a  cubic  yard  or  so  much  a  unit  of  volume,  whatever  it  may  be, 
concrete  or  whatever  it  is,  and  the  contractor  would  be  paid  for  what 
he  actually  did.  It  would  hardly  be  necessary,  I  should  tiiink,  to  make 
any  such  radical  changes  as  would  change 

Senator  MoRCf an.  The  unit  of  value  would  account  for  all  additions 
to  the  work  that  might  be  omitted  from  the  specifications? 

("olonel  Ernst.   You  would  provide  for  that. 

Senator  Morgan.  I  saj^  the  unit  of  value  would  provide  for  all 
additions  that  might  be  made  to  the  specifications? 

Colonel  Ernst.  Certainlv. 
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Senator  Morgan.  And  where  changes  were  made  that  same  unit  of 
value  would  be  a  fair  test  of  the  added  cost  or  the  reduced  cost? 

Colonel  Ernst.  I  can  hardly  conceive  of  letting  the  contract  before 
you  have  made  up  your  mind  about  such  general  teatures  as  that  that 
I  have  just  referred  to,  that  new  location  for  a  spillway.  That,  of 
course,  would  involve  a  great  deal  of  change  in  the  unit  price.  If 
you  get  your  material  out  at  that  place,  it  might  cost  very  differently 
from  what  it  would  at  Gatun.  I  would  not  let  any  contract  until  1 
had  made  up  my  mind  about  such  general  features  as  that,  as  to 
whether  to  move  it  over  there  or  not.  I  do  not  see  why,  having  the 
general  outline  fixed  with  a  reasonable  degree  of  closeness 

Senator  Morgan.  I  will  ask  3'ou  the  question  whether,  in  your 
opinion,  work  to  be  done  by  the  Government  in  building  this  great 
structure  would  not,  as  a  rule,  be  more  expensive  and  more  wasteful 
and  harder  to  direct  than  if  it  was  done  by  contract? 

Colonel  Ernst.  Oh,  1  think  that  there  are  very  great  advantages  in 
doing  it  b}'  contract.  You  iiot  only  have  a  very  close  figure,  but  you 
have  the  advantage  of  bringing  in  the  contractor's  clientele,  his  crowd, 
his  people.  The  Goverment  never  could  get  them  in  any  other  way 
at  all.  Nearly  all  of  these  contractors  have  a  set  of  men  that  thev 
know,  and  who  know  them,  and  who  have  been  working  for  them  all 
their  lives.  They  would  bring  them  right  into  the  Government  serv- 
ice, and  the  Government  can  not  get  them  in  any  other  way.  I  think 
there  are  great  advantages  in  letting  out  contracts.  I  (Jo  not  see  any 
reason  why  a  Government  officer  in  a  work  on  a  moderate  scale  would 
not  do  it  as  well  as  anybody  else,  but  he  has  not  got  the  people  to 
carry  on  a  work  of  this  magnitude. 

Senator  Morgan.  The  work  done  up  to  date  bj-  the  Government 
has  been  prett}'^  expensive? 

Colonel  Ernst.  Some  of  it  has  been;  and  some  of  it  has  been  very 
economical. 

Senator  Dryden.  In  a  contract,  of  course  you  could  bind  the  con- 
tractor as  to  the  quality  of  work,  as  to  the  cost  of  the  work,  founded 
upon  some  unit  price,  and  also  as  to  the  time  of  completion? 

Colonel  Ernst.  Yes,  sir. 

Senator  Dryden.  That,  of  course,  would  be  a  great  advantage. 

Senator  Morgan.  You  can  control  the  time  by  contract. 

Senator  Kittredge.  Why  do  you  regard  it  as  advisable  to  seek 
another  location  for  a  spillway  ? 

Colonel  Ernst.  I  am  not  sure  that  it  is  advisable  to  do  it,  but  we 
want  to  look  into  that. 

Senator  Kittredge.  Where  is  the  spillwaj^  located  under  the  pres- 
ent plan  ? 

Colonel  Ernst.  In  that  hill  between  the  two  branches  of  the  dam. 
The  dam  crosses  two  gulches,  you  know. 

Senator  Kittredge.  Is  it  in  the  hill? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  It  is  cut  right  through  the  hill. 

Senator  Kittredge.  In  what  way  is  it  connected  with  the  Gatun 
dam? 

Colonel  Ernst.  W^ell,  the  Gatun  dam  consists  of  two  parts,  you  may 
say,  one  on  each  side  of  this  hill,  and  this  spillway  is  cut  right  through 
the  naturalground  of  the  hill. 

Senator  Kittredge.  And  what  is  the  size  of  the  hill  downstream? 
p  o-^voL  3—06 ^9 
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Colonel  Ernst.  1  do  not  think  I  quite  understand  the  question. 

Senator  Kittredgk.  What  is  the  width  of  the  hill  downstream'^ 

Colonel  Ernst.  It  depends  entirely  on  where  you  take  it. 

Senator  Kittredge.   Where  the  spillway  is. 

Colonel  Ernst.  Well,  the  width  of  the  hill  would  depend  on  where 
you  take  it.     At  the  crest  it  is  nothing. 

Senator  Kittredge.  How  did  you  take  it  when  you  located  the 
spillway  if 

Colonel  Ernst.  I  did  not  locate  it.  I  can  not  answer  that  question. 
Senator. 

Senator  Kittredge.  Do  vou  not  know  where,  with  reference  to  the 
hill,  the  spillway  is  located? 

Colonel  Ernst.  Right  in  the  middle  of  the  hill.  Right  through  the 
hill. 

Senator  Kittredge.  What  is  the. length  through  the  hill,  down- 
stream^ 

Colonel  Ernst.  Measured  on  the  spillway  ? 

Senator  Kittredge.  Yes. 

Colonel  Ernst.  I  do  not  know.  I  shall  have  to  refer  to  drawings 
for  that. 

Senator  Kittredge.  Can  you  ascertain  it  handily? 

Colonel  Ernst.  1  do  not  know  whether  it  is  shown  in  these  maps  or 
not.  Of  course  the  thickness  of  the  hill  depends  upon  what  level  you 
take  it  at.     Tiie  hill  is  a  cone,  changing  its  dimensions  at  every  height. 

Senator  Kittredge.  The  spillway  is  near  the  top  of  the  water  level. 

Senator  Morgan.  That  would  be  about  80  feet,  then? 

Senator  Kittredge.  About.  As  1  recollect,  that  is  the  height  of 
it.  I  want  to  know  what  distance  vou  travel  before  you  run  out  of 
the  hill? 

Colonel  Ernst.  The  bottom  of  that  spillway  is  at  an  elevation  of  70 
feet.  The  thickness  of  the  hill  at  elevation  70  would  be  an  answer  to 
your  question,  would  it? 

Senator  Kittredge.  Is  that  the  height  of  the  spillway? 

Colonel  Ernst.  Yes;  the  bottom  of  it.  The  spillway  has  a  lip  over 
which  the  water  flows,  and  there  are  gates  sliding  up  and  down  above 
it 

Senator  Kittredge.  I  understand  what  a  spillway  is. 

Colonel  Ernst.  The  height  of  this  lip  is  70  feet.  ^ 

Senator  Morgan.  That  would  make  the  water  15  feet  deep  on  the 
spillway. 

Colonel  Ernst.  It  is  closed  bv  gates  which  slide  up  and  down  and 
enlarge  or  diminish  the  size  of  tte  opening.  The  bottom  of  that  is  at 
an  elevation  of  70  feet.  The  thickness  of  the  hill  at  70  feet  is,  as  nearly 
as  I  can  make  it  out,  here  on  this  map,  100  feet. 

Senator  Kittredge.  One  hundred  feet  through  the  hill? 

Colonel  Ernst.  Yes;  at  that  level. 

Senator  Kittredge.  Then  how  is  the  spillway  constructed  after  you 
leave  the  hill  if 

Colonel  Ernst.  Oh,  it  is  sunk  clear  down  into  the  hill.  I  thought 
vou  asked  me  the  thickness  of  the  hill  at  the  crest  of  the  spillway. 
]Perhaps  I  can  show  you  better  on  this  section.  That  is  the  form  of  it 
[indicating  on  section].  This  is  earth;  this  is  concrete.  There  is  the 
crest  of  the  spillwav,  right  there  [indicating],  and  above  it  are  these 
sliding  gates;  and  tlie  thickness  of  the  hill  at  that  level  is  100  feet. 
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Senator  Kittredge.  How  do  you  control  the  water  in  the  spillway 
after  it  passes  the  hill? 

Colonel  Ernst.  It  flows  down  over  here  [indicating  ori  section]. 

Senator  Kittredge.  In  what  sort  of  a  structure  ? 

Colonel  Ernst.  This  is  concrete — all  masonry.  It  spills  over  into 
a  triangular-shaped  basin,  like  that,  and  slides  down  and  is  collected 
and  carried  oflf  through  a  channel  into  the  Chagres  River. 

Senator  Kittredge.  What  sort  of  a  basin  do  you  have  there? 

Colonel  Ernst.  Concrete;  artificial  stone. 

Senator  Kittredge.  How  far  is  that  basin  within  the  liniits  of  the 
dam  up  and' down  stream^ 

Colonel  Ernst.  It  does  not  come  in  the  dam  at  all.  Senator;  it  is  in 
this  hill.     There  is  the  outline  of  it,  there  [indicating  on  map]. 

Senator  Kittredge.  Back  of  the  hill,  then? 

Colonel  Ernst.  It  is  right  through  the  hill. 

Senator  Kittredge.  Downstream  from  the  hill  the  two  wings  of 
the  dam  do  not  touch;  is  that  it? 

Colonel  Ernst.  That  is  it. 

Senator  Kittredge.  How  for  apart  are  they? 

Colonel  Ernst.  They  are  represented  right  here  [indicating  on 
map].  There  is  the  hill;  here  is  the  dam,  and  on  this  side  that  slopes 
down  here  and  slopes  that  way  and  this  way  [indicating  on  map]. 

Senator  Kittredge.  In  what  manner  is  the  water  kept  from  the 
sides  of  the  dam  after  leaving  the  hill  structure? 

Colonel  Ernst.  It  is  carried  oflf  in  a  masonry  conduit. 

Senator  Kittredge.  To  what  distance  is  it  constructed  of  masonry? 

Colonel  Ernst.  That  would  depend  on  the  site.  That  is  shown  here. 
I  should  say  several  thousand  feet.  It  is  not  defined.  That  will 
depeyd  entirely  on  the  necessities  of  the  case  at  the  time  of  construction. 

Senator  Kittredge.  Have  not  plans  been  worked  out  for  that? 

Colonel  Ernst.  Not  in  anj^  more  detail  than  this.  This  is  all  that  I 
have,  what  was  furnished  by  the  consulting  board. 

Senator  Morgan.  One  question  about  that  hill.  That  is  a  sort  of 
sugar-loaf  elevation,  is  it  not? 

Colonel  Ernst.  Yes,  sir. 

Senator  Morgan.  Do  those  things  occur  frequentl}-  in  the  coastal 
plane  of  Panama  down  there,  those  uplifts,  or  sugar-loaf  hills? 

Colonel  Ernst.  Yes,  sir;  there  are  a  good  many  of  them  around 
there. 

Senator  Morgan.  They  are  isolated — not  connected  together  by 
ridges  i 

Colonel  Ernst.  Not  necessarily;  no. 

Senator  Morgan.  Are  they  of  volcanic  origin^ 

Colonel  Ernst.  I  presume  so,  originally. 

Senator  Morgan.  They  were  thrown  up  at  different  places  along  on 
that  coastal  plane  bv  volcanic  action  ? 

Colonel  Ernst.  I'hat  I  do  not  know,  Senator,  whether  they  were  or 
not. 

Senator  Morgan.  Have  you  ever  dug  into  one  of  them  or  had  them 
examined  to  see  what  their  structure  was — whether  it  was  rock? 

Colonel  Ernst.  Only  these  borings.  They  have  gone  into  a  great 
many  of  them  and  they  find  them  to  be  what  they  have  nicknamed 
indurated  clay,  which  does  not  seem  to  be  a  very  good  name. 
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Senator  Morgan.  That  means  volcanic  ash  lifted  up  and  com- 
pressed afterwards  until  it  was  united  into  hard  material? 

Colonel  Ernst.  I  really  do  not  know. 

Senator  Ankeny.  You  said  that  you  preferred  the  ^mall  conti-acts; 
that  you  thought  they  were  prefei'able.  What  is  your  objection  to 
letting  it  in  one  contract,  if  you  could  find  a  person  who  would  take  it  ^ 

Colonel  Ernst.  I  can  not  see  any  way  that  you  can  get  any  compe- 
tition in  letting  such  a  contract  as  that. 

Senator  Ankeny.  If  that  were  possible  and  such  a  contract  could  be 
made,  one  contract  for  the  greater  portion  of  the  work,  say  east  or 
west  of  that  big  cut,  what  is  your  objection  to  letting  it  inx)ne  big  con- 
tract? You  say  that  there  would  be  confusion  and  embarrassment 
with  small  contractors;  might  not  that  be  obviated  by  letting  the  work 
to  a  greater  contractor?  You  have  given  your  objections  without 
telling  us  the  remedy. 

Colonel  Ernst.  1  do  not  think  I  gave  that  as  an  objection,  Senator. 
I  simply  said  it  was  one  of  the  difficulties.  I  think  1  said  distinctly 
that  tnat  is  what  1  would  do. 

Senator  Ankeny.  Leb  it  in  small  contracts  ? 

Colonel  Ernst.  Yes,  sir;  not  in  small  contracts,  but  a  number  of 
contracts. 

Senator  Ankeny.  Twelve  or  more,  3'^ou  said? 

Colonel  Ernst.  Something  like  that. 

Senator  Ankeny.  Why  do  you  object  to  a  large  one? 

Colonel  Ernst.  I  should  anticipate  very  great  difficulty  in  letting 
any  such  contract  as  that.  I  do  not  see  exactly  where  you  would  get 
any  competition.  1  do  not  see  but  what  you  would  have  to  bind  your- 
selves completely  in  advance  as  to  every  detail. 

Senator  Ankeny.  There  is  the  same  objection  to  a  small  contract, 
is  there  not? 

Colonel  Ernst.  Not  to  so  great  an  extent.  Those  are  my  principal 
objections.  I  should  think  a  contract  like  that,  left  to  any  syndicate, 
would  be  putting  immense  power  into  the  hands  of  somebody  that  was 
not  in  the  interest  of  the  United  States. 

Senator  Ankeny.  That  is  your  objection  to  letting  it  in  large  con- 
tracts? 

Colonel  Ernst.  In  one  single  contract,  yes. 

The  Chairman.  I  believe  tnat  is  all.  Colonel  Ernst,  and  we  are  very 
much  obliged  to  you,  sir. 

(The  committee  thereupon  adjourned  until  to-morrow,  Tuesday, 
March  27,  1906,  at  10.30  o^clock  a.  m.) 
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Committee  on  Interoceanic  Canals. 

United  States  Senate, 
Washington,  D.  C,  Tuesday,  March  ^,  1906. 
The  committee  met  at  10.30  o'clock  a.  m. 

Present:  Senators  Millard  (chairman),  Kittredge,  Dryden,  Hopkins, 
Ankeny,  Morgan,  Taliaferro,  and  Simmons. 

STATEMEVT  OF  BEIG.  GEN.  PETEE  C.  HAINS^TJ.  8.  AEHT  (EETIEED). 

The  Chairman.  Please  eive  your  full  name  and  residence.  General. 

General  Hains.  Peter  C.  Hains;  Washington,  D.  C. 

The  Chairman.  And  your  military  position,  and  your  present  duties  ? 

General  Hains.  At  the  present  time  1  am  a  brigadier-general  of  the 
United  States  Army,  on  the  retired  list,  and  a  member  of  the  Isthmian 
Canal  Commission. 

The  Chairman.  You  are  an  army  engineer? 

General  Hains.  I  have  been  an  army  engineer  for  about  forty -two 
years.     I  am  not  an  army  engineer  now. 

The  Chairman.  You  ought  to  be  an  army  engineer  by  this  time — a 
retired  one. 

General  Hains.  No,  sir;  I  was  promoted  to  be  a  brigadier-general 
in  the  line. 

The  Chairman.  Yes? 

General  Hains.  I  was  transferred  from  the  engineers  in  April, 
1903,  to  be  a  brigadier-general  in  the  line. 

The  Chairman.  Were  you  a  member  of  the  Walker  Commission, 
the  first  Commission? 

General  Hains.  The  Commission  of  1899-1901;  yes,  sir. 

Senator  Morgan.  You  are  still  on  the  active  list,  1  believe? 

General  Hains.  No,  sir;  I  have  been  retired. 

The  Chairman.  You  were  a  member  of  the  committee  that  was  sent 
down  to  the  Isthmus  in  the  fall,  were  you  not;  and  j'ou  signed  the 
minority  report? 

General  Hains.  You  mean  in  1901? 

The  Chairman.  No;  at  this  time;  this  report. 

General  Hains.  This  last  report? 

The  Chairman.  Yes. 

General  Hains.  Yes,  sir. 

The  Chairman.  General,  we  would  like  to  have  your  judgment  in 
regard  to  these  two  types  of  canal,  if  you  will  be  kind  enough  to  giv^e 
it  to  the  committee;  your  opinion  in  regard  to  the  different  types  and 
why  you  prefer  one  over  the  other. 
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General  Hains.  I  have  a  memorandum  here,  Senator,  of  some  rea- 
sons why  I  prefer  the  lock  canal  to  the  sea-level  canal,  and  I  will  state 
them  briefly  and  endeavor  to  elucidate  some  of  the  points  that  were 
treated  only  in  a  brief  manner  in  our  report.  I  think  our  report  cov- 
ers nearly  everything  that  has  any  influence  with  me,  but  there  are 
details  about  that — that  is,  there  are  matters  in  connection  with  some 
of  the  points  that  are  not  referred  to  in  detail. 

Senator  Morgan.  What  report  do  you  refer  to,  General  il 

General  Hains.  I  mean  this  last  report,  submitting  the  two  reports 
of  the  Consulting  Board. 

Senator  Morgan.  Of  the  Consulting  Board  ? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  You  were  with  the  minority  on  that  report? 

General  Hains.  Yes,  sir.  Before  doing  that  I  would  like  to  make 
one  statement  in  regard  to  Professor  Burr's  testimony.  General 
Ernst  referred  to  it  yesterday.  Professor  Burr  states  that  the  recom- 
mendation made  by  the  Isthmian  Canal  Commission  of  1901  was 
largely  for  the  tentative  purpose  of  making  a  comparison  between  the 
Nicaragua  and  the  Panama  routes.  Of  course  1  do  not  know  anything 
about  what  controlled  Professor  Burr,  whether  he  regarded  our  project 
as  tentative  or  not,  but  I  did  not  regard  it  as  tentative. 

Senator  Morgan.  You  speak  now  of  the  project  for  a  dam  at  Bohio? 

General  Hains.  Yes,,  sir;  the  project  that  was  submitted  by  the 
Commission  of  1901. 

Senator  Morgan.  Yes;  that  is  the  Commission  of  exploration  and 
examination? 

General  Hains.  Yes,  sir;  what  you  call  the  Commission  of  explora- 
tion; and  we  state  in  our  report  the  reason  why  we  rejected  the  sea- 
level  canal,  and  we  state  it  in  this  way,  on  page  88  of  that  report: 
'"That  this  Commission  concurs  with  the  various  French  commissions 
which  have  preceded  it  since  the  failure  of  the  old  company  in  reject- 
ing the  sea-level  plan,  and  while  such  a  plan  would  be  physically  prac- 
ticable, and  might  be  adopted  if  no  other  solution  were  available,  the 
difficulties  of  all  kinds,  and  especially  those  of  time  and  cost,  would  be 
so  great  that  a  canal  with  a  summit  level  reached  by  locks  is  to  be 
preferred." 

That  was  my  opinion  at  that  time,  and  1  supposed  that  that  was 
practically  the  opinion  of  all  the  others,  because  we  all  signed  it. 

Senator  Morgan.  That  is  j^our  opinion  yet? 

General  Hains.  That  is  my  opinion  still. 

Senator  Kittredcje.  Right  at  that  point,  General:  The  plans  of 
the  old  French  company  were  for  a  sea-level  canaW 

General  Hains.  Yes,  sir.     You  mean  the  first  company^ 

Senator  Kittredge.  I  mean  the  old  De  Lesseps  company. 

General  Hains.  Yes,  sir. 

Senator  Kittredge.  And  when  was  the  change  made? 

General  Hains.  The  change  was  made  after  the  failure  of  the 
De  Lesseps  company  to  complete  that  canal. 

Senator  Kittredge.  And  the  organization  of  what  is  known  as  the 
New  Panama  Canal  Company '( 

General  Hains.  Yes,  sir. 

Senator  Morgan.  No;  I  beg  to  call  attention  to  the  fact  that  the 
change  was  made  while  the  receiver  of  the  old  company  had  charge  of 
it  and  before  the  new  company  was  organized. 
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General  Uains.  Yes;  the  first  commission  or  board  was  what  was 
called  the  Comit^  d'Etiides. 

Senator  Morgan.  That  was  organized  by  the  receiver  i 

General  Hains.  By  the  receiver. 

Senator  Morgan.  And  they  recommended  the  change? 

General  Hains.  They  recommended  a  lock  canal. 

Senator  Kittredge.   Why  did  they  do  that,  General?  ^ 

General  Hains.  I  think  it  is  pretty  hard  to  say  what  all  of  them 
may  have  had  in  their  minds,  and  I  do  not  know  that  I  can  answer  for 
any  of  them. 

Senator  Kittredoe.  Was  not  the  reason  the  fact  that  they  became 
short  of  money  ? 

General  Hains.  I  think,  perhaps,  that  was  one  reason. 

"Senator  Kittredge.  Was  not  that  the  reason,  and  does  it  not  so 
appear  of  record  ( 

General  Hains.  No,  sir;  not  according  to  my  undei-standing. 

Senator  Kittredge.  What  is  your  understanding  of  the  situation? 

General  Hains.  My  understanding  was  that  they  found  that  they 
had  a  more  difficult  problem  before  them,  and  they  learned  more 
about  it,  and  it  was  advisable  not  to  try  to  carry  it  on  because  it  was 
going  to  cost  too  much  for  any  private  corporation  to  complete. 

Senator  Kittredge.  Then,  it  was  a  question  of  cost? 

(reneral  Hains.  Partially. 

Senator  Kittredge.  Rather  than  of  feasibility? 

General  Hains.  Well,  no;  1  can  not  say  that.  I  do  not  know  what 
they  had  in  their  minds,  but  the  question  of  cost  doubtless  was  one  of 
the  reasons. 

Senator  Kittredge.  Was  it  not  the  reason  ? 

General  Hains.  I  do  not  understand  that  it  was  the  only  reason. 

Senator  Taliaferro.  W^ere  not  the  questions  of  cost  and  of  time  the 
reasons  that  influenced  you  to  prefer  the  high-level  canal? 

General  Hains.  Not  entirely.     Those  are  two  principal  reasons. 

Senator  Kittredge.  The  controlling  reasons? 

General  Hains.  They  are  the  strongest  reasons. 

Senator  Kittredge.  Are  they  controlling? 

General  Hains.  No,  sir;  they  are  not  controlling;  that  is,  the}-  do 
not  control  it  alone.     There  are  other  strong  reasons. 

Senator  Morgan.  General,  you  have  examined  these  maps  that  we 
took  over  from  the  French  t^nal  Company  ? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  Have  you  found  among  those,  from  the  beginning 
of  the  first  operations  upon  the  canal,  any  actual  survey  accompanied 
with  borings  that  would  take  the  work  down  to  a  sea-level  canal  ? 

General  Hains.  Among  those? 

Senator  Morgan.  Yes;  actual  surveys  with  borings? 

General  Hains.  They  bad  a  number  of  borings,  Sanator,  that  went 
down  as  deep  as  would  be  necessary  for  a  sea-level  canaU  but  not  many. 

Senator  Morgan.  As  deep  as  would  be  necessary  for  a  sea-level 
canal  down  to  the  bottom  of  the  canal  prism  i 

General  Haiks.  I  do  not  think  they  nad  enough  to  base  a  project  on. 

Senator  Morgan.  Did  De  Lesseps  while  he  was  in  charge  of  that 
work  ever  have  a  complete  or  sufficient  instrumental  survey  with  bor- 
ings for  the  purpose  of  determining  the  practicability  or  the  cost  of  a 
sea-level  canal? 
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General  Hains.  When  they  started  on  the  work  there  the}'  did  not. 

Senator  Morgan.  Very  good.  When  was  the  first  approximation 
to  such  a  thing  as  that  attempted  by  the  French  engineers? 

General  Hains.  During  the  time  the  French  were  at  work  they 
began  surveys. 

benatbr  Morgan.  Yes. 

General  Hains.  And  they  continued  them  clear  up*  to  the  time  of 
the  report,  or  somewhat  near  the  time  of  the  report  of  the  technical 
committee  in  1898. 

Senator  Morgan.  They  beg-an  the  survey  and  the  work  at  the  same 
time? 

General  Hains.  Yes,  sir;  I  think  so. 

Senator  Morgan.  The  survey'  did  not  precede  the  works? 

General  Hains.  Well,  they  made  examinations. 

Senator  Morgan.  I  know,  they  made  examinations,  but  I  am  talk- 
ing about  a  thorough  survey  of  location,  cost,  dimensions,  and  all  that. 

General  Hains.  A  thorough  survey  was  not  made  until  afterwards. 

Senator  Morgan.  Was  a  thorough  survey  made  while  the  receiver 
had  the  property  in  charge,  and  before  the  organization  of  the  New 
Panama  Canal  Compan}^  ( 

General  Hains.  I  can  not  answer  that  question  positively,  from  my 
own  knowledge,  but  1  do  not  think  they  ever  had  sufficient  surveys 
then. 

Senator  Morgan.  It  was  upon  what  was  known  by  the  engineers 
and  reported  by  the  engineers  that  the  Comit6  d'Etudes  predicated 
their  decision  under  the  auspices  or  authority  of  the  receiver.  The 
Comite  d'Etudes  did  not  make  any  surveys  themselves? 

Geneml  Hains.  I  am  not  sure  whether  they  made  an}-  surveys  or 
not. 

Senator  Morgan.  I  think  1  can  assure  you  that  th^re  is  no  evidence 
that  they  ever  did. 

General  Hains.  Yes. 

Senator  Morgan.  If  that  is  so,  then  up  to  the  time  that  this  Comit^ 
d'Etudes  made  their  recommendation  in  favor  of  a  lock  canal  the  sea- 
level  plan  had  never  been  worked  out  or  projected  as  an  engineering 
scheme  upon  a  working  scale? 

General  Hains.  Well,  I  can  not  say  that  exactly,  Senator.  That 
may  be  so. 

Senator  Morgan.  When  the  New  Panama  Canal  Company  came  in 
did  they  attempt  even  to  make  a  survey  for  a  sea-level  canal? 

General  Hains.  I  do  not  think  they  did.  They  decided  to  build  a 
canal  with  locks. 

Senator  Morgan.  They  adopted  the  recommendation  of  the  Comite 
d'Etudes,  and  went  on  to  work  it  out? 

General  Hains.   Yes,  sir. 

Senator  Morgan.  And  the  Comite  d'Etudes  had  projected  a  lock- 
level  canal — a  level  at  what  height  above  the  level  of  the  sea? 

General  Hains.  They  consideied  several  levels.  I  do  not  remem- 
ber now. 

Senator  Morgan.  It  was  90  feet  or  95  feet,  or  something  like  that? 

General  Hains.  I  do  not  remember. 

Senator  Morgan.  It  was  a  high  level? 

General  Hains.  Thev  considered  various  levels. 
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Senator  Morgan.  It  was  a  hiffh  level,  one  of  the  highest  proposed 
by  anybody  except  Bunau-Varilla. 

In  regard  to  surveying  there  and  examining  this  matter  under  the 
exploration  commission,  then,  you  took,  necessarily,  the  French  surveys 
as  the  basis  of  your  calculations.  You  did  not  have  time  to  make  any 
extended  surveys '( 

General  Hains.  You  say  the  first  suiTeys.  We  took  all  the  survej's 
that  the  French  had  made. 

Senator  Morgan.  I  say  you  took  all  that  thej'  had  made. 

General  Hains.  Yes,  sir. 

Senator  Morgan.  But  you  predicated  your  conclusions  very  largely 
and  almost  entirely  upon  French  surveys,  first  and  last? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  Then  you  added  to  that  some  borings  .at  Bohio 
and  some  at  Gatun  i 

General  Hains.  Y"es,  sir. 

Senator  Morgan.  But  you  did  not  undertake  to  bore  out  the  axis 
of  the  canal  across  to  Panama? 

General  Hains.  No,  sir. 

Senator  Morgan.  That  was  the  situation  in  which  the  engineering 
stood  at  the  time  the  committee  of  exploration  under  Walker  examined 
and  made  their  report  to  the  President. 

I  merely  wanted  to  bring  those  facts  out,  so  that  we  could  get  the 
historical  connection  between  the  surveys. 

Senator  Dryden.  Is  that  all  that  j'ou  wish  to  ask,  Senator? 

Senator  Morgan.  That  is  all  that  I  wanted  to  ask  the  General  now. 

Senator  Dryden.  1  wanted  to  ask  3'^ou  a  question.  Referring  back 
to  your  testimony  of  a  few  moments  ago,  you  stated  in  effect  that 
while  you  deemed  the  items  of  cost  and  time  which  would  be  involved 
in  the  construction  of  a  sea-level  canal  as  of  importance,  3^et  they  were 
not  controlling  in  your  mind  in  leading  you  to  the  selection  of  the  lock 
canal.  Will  you  state  what  other  reasons  there  were  besides  those  of 
length  of  time  and  cost  which  led  you  to  recommend  a  lock  canal  i 

General  Hains.  The  engineering  difficulties,  partly;  and  the  fact 
that  I  do  not  think  the  sea-level  canal  recommended  by  the  consulting 
board  is  as  good  a  canal  as  the  other  one. 

Senator  Dryden.  Do  you  mean  by  that  to  state  that  if  the  two  tyf>es 
of  canal  cost  the  same  amount  of  money  and  would  consume  the  same 
amount  of  time  in  construction  3^ou  would  still  prefer  the  lock  canaF^ 

General  Hains.  Well,  I  think  I  would  still  prefer  the  lock  canal, 
even  though  the  cost  was  about  the  same. 

Senator  Dryden.  What  other  element  or  what  other  features 
would  be  involved,  in  your  mind,  in  favor  of  the  lock  canal  ? 

Genend  Hains.  Well,  Senator,  there  are  various  things,  and  I  think 
if  you  will  allow  me  to  state  them  in  the  sequence  in  which  1  have 
them  here  perhaps  I  shall  bring  them  out  clearly  to  you. 

Senator  i)ryden.  In  your  own  way,  certainly. 

Senator  Morgan.  That  question  now  brings  out  all  the  statements 
that  he  wishes  to  make. 

The  Chairman.  You  have  a  statement  prepared,  have  you.  General  ? 

General  Hains.  No,  sir;  I  havenot  a  statement.  I  have  merely  some 
notes  here. 

The  Chairman.  I  think  it  would  be  well  under  the  circumstances. 
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to  let  the  General  go  ahead  with  his  statement,  and  when  he  gets 
through  we  can  question  him.  # 

Senator  Dryden.  Certainly. 

General  Hains.  I  have  made  some  notes  here  of  points  that  I  wish 
to  bring  to  the  attention  of  the  committee. 

The  Chairman.  Yes.  Proceed  and  make  your  statement  as  you  have 
it  in  your  mind,  and  the  members  of  the  committee  will  then  ask  you 
a  few  questions  later  on. 

General  Hains.  In  respect  to  the  time:  The  part  of  the  work  that 
determines  the  time  needed  to  construct  the  Panama  Canal  is  theCule- 
bra  cut.  This  cut  has  a  length  of  13  kilometers  (equal  tcr  about 
8  miles),  and  the  amount  of  material  to  be  excavated  from  it  for 
the  sea-level  plan  is,  according  to  the  estimates  based  on  the  plans  and 
sections  of  the  advisorj'  board,  about  110,000,000  cubic  yards. 

Senator  Morgan.  Let  me  ask  you,  right  there:  Between  what  points 
do  you  locate  what  you  call  the  Culebra  cut? 

General  Hains.  It  is  near  Obispo;  just  above  Obispo.  It  is  along 
about  here  [indicating  on  map],  right  near  Obispo.     It  is  about  8  miles. 

Senator  Morgan.   To  Mi  ratio  res  i 

General  Hains.  Not  as  far  as  Miraflores,  but  about  to  Pedro  Miguel. 
There  is  8  miles  [indicating  on  map],  and  it  is  just  about  that  distance. 
I  could  show  you  better  from  the  profile. 

Senator  Morgan.  I  do  not  care  for  the  exact  figures,  but  speaking 
generally  it  is  between  Obispo  and  Pedro  Miguel^ 

General  Hains.  Yes,  sir.  Of  this  amount  of  110,000,000  cubic 
yards,  77,000,000  cubic  yards  is  classed  as  rock,  and  of  this  rock  more 
than  15,000,000  cubic  yards  is  below  the  level  of  high  tide  in  the  Pacific 
Ocean.  The  depth  of  the  cut  from  the  natural  surface  on  the  axis  of 
the  canal  is  about  371  feet  and  the  line  of  intersection  of  the  slope  of 
the  cut  with  the  slope  of  the  ground  at  the  highest  point  is  over  600 
feet.  That  would  be  about  in  here  [indicating  on  map].  The  old  land 
came  about  like  that  [indicating]. 

Senator  Mor(5AN.  Do  you  mean  as  it  is  now,  or  as  it  will  be? 

General  Hains.  No,  sir;  I  mean  originally. 

Senator  Morgan.  You  mean,  down  to  the  bottom  of  the  canal? 

General  Hains.  1  mean  the  depth  down  to  the  level  of  the  water 
would  have  been  370  feet. 

Senator  Morgan.  The  ocean  level  ? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  Then  the  canal  would  be  40  feet  deeper  than  that, 
if  it  was  constructed  on  the  plan?  ^ 

General  Hains.  Yes,  sir.  And  the  line  of  intersection  of  the  slope 
of  the  cut  with  the  slope  of  the  ground  at  the  highest  point  is  over 
600  feet.  A  cut  of  this  magnitude  is  without  precedent.  Nothing 
like  it  has  ever  been  done,  and  that  is  another  reason  that  led  me  to 
favor  the  lock  canal. 

Senator  Morgan.  Do  you  mean  the  slope  would  be  over  600  feet 
long? 

General  Hains.  Yes,  sir. 

Senator  Kittredge.  Is  that  the  engineering  difl5cult\^  that  you  men- 
tioned ?  « 

General  Hains.  That  is  one.  If  the  material  were  equally  distrib- 
uted along  the  entire  length  of  the  cut  the  task  of  removing  it,  within 
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such  limits  of  time  and  cost  as  will  meet  the  reasonable  expectations 
of  the  country,  would  be  formidable. 

Senator  Morgan.  Uight  there  let  me  ask  you:  You  measure  that 
slope  at  600  feet;  do  you  mean  that  takes  it  down  to  sea  level,  or  below 
sea  level  if 

General  Haiks.  That  takes  it  down  to  sea  level. 

Senator  Morgan.  It  would  be  640  feet,  then,  to  the  bottom  of  the 
oanal,  if  the  canal  was  40  feet  deepf 

General  Hains.  Yes,  sir;  it  is  about  that.  It  is  not  exactly  that. 
You  can  not  tell  just  exactly  where  that  land  comes  in.  it  is,  you 
might  say,  somewhere  about  600  feet. 

Senator  Morgan,  That  is  an  estimate? 

General  Hains.  Yes,  sir. 

Nearly  one-third  of  the  entire  amount,  viz.,  about  32,000,000  cubic 
yards,  is  concentrated  within  the  length  of  2  kilometers,  about  li 
miles.  The  concentration  of  so  much  excavation  within  this  limited 
space  renders  it  impracticable  to  attack  it  simultaneously  from  man\' 

E)ints.  As  a  consequence,  the  time  needed  to  complete  this  particu- 
r  portion  determines  the  time  for  completing  the  whole. 
It  is  generally  conceded  that  the  surest  and  best  method  of  excavat- 
ing the  ("ulebra  Cut  is  by  means  of  steam  shovels  or  excavators,  work- 
ing, whenever  practicable,  in  the  dry  and  loading  the  spoils  into  cars, 
by  which  it  is  transported  to  suitable  dumping  grounds,  but  the  diffi- 
culties of  determining  the  best  arrangement  of  excavators  and  car 
tracks  for  excavating  this  part  of  the  cut,  the  uncertainty  that  any 
definite  plan  can  be  advantageously  carried  through  without  change, 
and  the  intricate  nature  of  the  problem  itself,  have  failed  to  be  con- 
vincing when  critically  studied.  These  estimates  of  time  have  often 
been  little  better  than  the  offhand  opinions  of  experts  who  are  familiar 
with  that  class  of  work,  but  who  have  not  formulated  a  definite  project 
for  its  accomplishment.  It  is  an  intricate  problem  at  best,  not  solved 
by  multiplying  the  capacity  of  one  excavator  on  similar  work  by  the 
number  of  excavators  that  it  may  be  assumed  can  be  advantageously 
einployed. 

ihe  number  of  steam  shovels  that  can  be  profitably  worked  simul- 
taneously on  this  section  is  limited,  the  difficulties  of  laying  tracks  so 
that  the  excavators  may  work  continuously  are  great,  the  necessity  of 
j^teep  grades  or  long  approaches  to  reach  the  various  elevations  com- 
plicates the  problem  of  transportation,  the  material  in  the  higher  parts 
of  the  cut  is  such  that  it  can  not  be  excavated  in  the  wet  season  to 
advantage,  the  lack  of  dumping  grounds  in  the  vicinity,  and  the  fre- 
quent stoppage  of  work  due  to  torrential  rains  all  tend  to  render  cal- 
culations as  U)  dailv  or  vearly  output  uncertain.  To  some  extent  this 
is  true  of  a  cut  of  less  depth  than  that  necessary  for  a  sea-level  canal, 
bat  in  a  far  less  degree. 

The  problem  of  excavating  50,000,000  cubic  yards  of  material,  all 
above  water,  is  far  less  difficult  to  solve  than  is  the  problem  of  exca- 
vating 110,000,000  cubic  yards,  much  of  it  below  water.  Whatever 
lessens  the  magnitude  of  the  work  reduces  to  a  greater  or  less  extent 
the  uncertainties  of  its  accomplishment  within  a  specified  time.  All 
the  high-level  projects  have  been  designed  with  a  special  view  to  reduc- 
ing the  magnitude  of  this  cut.  If  it  can  be  lessened  50  per  cent,  the 
task  is  not  only  rendered  less  difficult,  but  the  time  and  uncertainty  of 
its  accomplishment  are  proportionately  reduced. 
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The  excavation  of  the  15,000,000  cubic  vards  below  water  will 
require  different  treatment  from  that  above  that  level,  but  how  it  can 
best  be  done  has  never  been  definitely  determined. 

The  chief  engineer  of  the  Nouvelle  Panama  Canal  Company  formu- 
lated a  well-defined  plan  for  excavating  this  cut  for  a  canal  112  feet 
wide  on  the  bottom  and  with  a  summit  level  of  about  97  feet.  The 
amount  of  material  to  be  removed,  however,  from  the  deep  part  of 
the  cut  was  only  about  13,500,000  cubic  yards  as  compared  with 
32,000,000  cubic  ysxds  in  the  sea-level  project. 

The  estimated  time  for  making  it  of  these  reduced  dimensions  was 
nine  years. 

No  one  will  question  the  engineering  ability  of  Mr.  Louis  Choron, 
the  chief  engineer  of  the  Nouvelle  Panama  Canal  Company,  who  made 
this  estimate  of  time,  nor  will  any  reasonable  person  question  the  fact 
that  there  were  many  reasons  why  the  Nouvelle  Panama  Canal  Com- 
pany should  desire  to  make  this  estimate  as  small  as  possible  and  none 
for  making  it  large.  Mr.  Choron's  assumed  average  output  per  steam 
excavator  per  day  of  ten  hours  for  each  working  (&y  of  the  year  was 
444  cubic  yards— only  a  few  cubic  yards  less  than  trie  average  on  the 
Chicago  Dminage  Canal. 

On  the  Isthmus,  the  work  being  done  most  of  the  time  under  Chief 
Engineer  Wallace,  with  nine  modern  American  steam  shovels,  the 
total  output  for  the  nine  shovels  between  February  1, 1905,  and  July  1, 
1905,  was  386,185  cubic  yards.  The  number  of  excavator  days  made 
during  this  time  was  714,  and  the  daily  average  yardage  was  541  cubic 
yards. 

On  the  Chicago  Drainage  Canal,  the  largest  work  of  its  kind  ever 
undertaken  in  this  countrj^  a  work  which  all  will  admit  was  done  rap- 
idly, economically,  and  judiciously,  located  in  a  favorable  climate,  with 
ideal  material  to  be  excavated,  abundant  labor  of  all  kinds  available, 
located  at  the  ver\^  threshold  of  a  base  of  operation,  its  dumping 
grounds  alongside  within  a  very  few  feet,  so  that  the  problem  of 
transportation  was  the  simplest  and  every  other  condition  favorable, 
3^et  the  average  output  per  steam  shovel  on  that  work  was  575  cubic 
yards  per  shovel  per  dav  of  ten  hours.  On  the  Isthmus  the  conditions 
are  reversed.  Under  tlie  circumstances  is  it  safe  to  assume  that  the 
output  per  shovel  on  the  Isthmus  can  be  reckoned  at  nearly  double 
what  was  accomplished  on  the  Chicago  Drainage  Canal? 

I  think  the  time  that  has  been  estimated  for  the  excavation  of  the 
sea-level  canal  is  very  much  underestimated. 

Senator  Morgan.  Before  you  reach  another  proposition,  I  want  to 
ask  you  one  question  that  strikes  my  mind:  I  suppose  from  the  map 
that  is  spread  out  before  us,  the  bottom  parallelogram  there  represents 
the  prism  of  the  canal  i 

General  Hains.  The  blue  one  is  the  prism  accepted  for  making  the 
estimate  for  the  sea-level  project. 

Senator  Morgan.  Yes. 

General  Hains.  The  red  one  is  the  cross-section  taken  for  estimating 
the  lock-canal  project. 

Senator  Morgan.  Yes;  the  bottom  one  represents  the  sea-level  and 
the  one  above  it  represents  the  lock  canal  ? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  I  notice  that  there  is  quite  a  difference  in  what  I 
will  call  the  steepness  of  the  cuts  between  the  two. 
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General  Hains.  Yes,  Senator;  I  will  refer  to  that  matter. 

Senator  Morgan.  You  will  refer  to  that? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  Very  good.  I  will  not  ask  3'ou  BLtiy  question 
about  it,  then. 

General  Hains.  The  cost  of  maintaining  that  canal,  it  seems  to  me, 
can  only  be  properly  estimated  by  considering  the  interest  on  the  extra 
amount  of  money  invested  in  the  work;  and  if  this  be  considered,  it  is 
readily  seen  that  the  cost  of  maintenance  will  be  far  less  for  the  lock 
canal  than  for  the  sea-level  canal.  That  is  another  reason  why  I  pre- 
fer the  lock  canal. 

There  are  to-day,  according  to  the  report  of  the  majority,  822  ships 
having  a  beam  of  from  6b  to  85  feet. 

Senator  Morgan.  In  the  world? 

General  Hains.  Yes,  sir.  There  are  183  having  a  beam  of  over  70 
feet,  and  there  are  82  that  have  a  beam  of  over  75  feet.  There  are  82 
ships  afloat  now  that  have  a  l>eam  of  75  feet  or  upward. 

Senator  Dryden.  Those  are  ships  throughout  the  whole  world? 

(ieneral  Hains.  Yes,  sir;  throughout  the  whole  world. 

Senator  Taliaferro.  Did  you  get  the  draft  of  those  ships  that  you 
are  speaking  of  at  the  same  time  ? 

General  Hains.  Not  all  of  them;  no,  sir.  We  have  got  the  draft 
of  the  largest  ships.  I  can  give  you  the  draft  of  about  ten  of  the 
largest  ships  in  the  world,  presently,  if  you  would  like  to  have  it. 

Senator  Taliaferro.  I  suppose  that  your  purpose  there  in  giving 
the  sizes  of  the  beams  of  those  ships  that  you  have  just  spoken  of  is 
to  show  the  difliculty  that  they  would  have  in  passing  each  other  in 
the  narrow  channel  of  the  sea-level  canal? 

General  Hains.  What  I  want  to  show  is  that  the  canal  is  too  narrow; 
that  the  sea-level  canal  as  proposed  by  the  majority  of  the  Consulting 
Board  is  a  canal  that  is  too  narrow,  and  therefore  it  is  not  the  kind  of 
a  canal  that  they  seem  to  refer  to  as  being  what  was  required  by 
Congress. 

Senator  Simmons.  The  draft  is  suflBcient,  General,  and  that  is  the 
reason  you  have  not  taken  into  calculation  the  draft  of  these  vessels, 
is  it  not? 

General  Hains.  Well,  I  have  made  a  little  sketch 

Senator  Simmons.  I  mean  the  depth  of  the  seii-level  canal  is  suffi- 
cient, and  therefore  you  have  not  taken  into  this  calculation  the  draft 
of  the  ships? 

Senator  Taliaferro.  But,  Senator,  the  width  of  the  canal  is  very 
different  on  the  top  from  what  it  is  on  the  bottom,  and  it  only  requires 
the  deepest  draft  vessels  to  observe  the  bottom  lines  of  the  canal  in 
navigating  the  canal.  For  instance,  a  vessel  drawing  25  feet  of  water 
would  go  very  much  nearer  the  shore  of  the  canal  than  a  vessel  draw- 
ing 30  feet  of  water. 

general  Hains.  Oh,  yes. 

Senator  Taliaferro.  And  it  is  for  that  reason  that  1  think  the  draft 
should  go  with  the  beams  of  those  ships  in  order  to  make  your  illus- 
tration perfect. 

General- Hains.  I  will  come  to  that  presentlv,  in  referring  to  the 
depth  of  the  canal.  The  depth  of  the  lock  canal  is  5. feet  greater  than 
that  of  the  sea  level. 

Senator  Kittredge.  Where  ? 
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Geneml  Hains.  Throughout  its  whole  length. 

Senator  Kitibedge.  Is  it  5  feet  deeper  through  the  Culebra  cut? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  Do  you  mean  as  a  matter  of  measurement  ? 

General  Hains.  I  mean  the  canal  is  dug  6  feet  deeper.  The  sea- 
level  canal  is  40  feet  deep.  The  lock  canal  is  no  where  less  than  45 
feet  deep. 

Senator  Taliaferro.  Including  the  locks? 

General  Hains.  No,  sir;  between  the  locks  on  one  side  and  the  locks 
on  the  other.     The  entrances  in  both  cases  are  the  same  depths. 

Senator  Taliaferro.  What  is  the  width  of  the  sea-level  canal  on 
the  top? 

General  Hains.  At  what  point?     It  all  depends  on  the  place. 

Senator  Taliaferro.  At  that  part  of  the  canal  where  it  is  150  feet 
at  the  bottom  ? 

General  Hains.  The  width  at  the  top  there  would  be — it  would  add 
over  200  feet.  It  depends  on  the  slopes.  They  have  made  the  8lop>es 
one  on  two  in  some  cases,  and  one  on  three,  I  believe,  in  others.  If 
the  slopes  are  one  on  two — is  that  what  it  is,  Major? 

Major  Harrod.  One  on  two,  except  through  the  harbors,  where  it 
is  one  on  three. 

Genei-al  Hains.  Yes;  one  on  two.  That  adds  four  times  forty,  which 
is  160  feet,  and  that  would  make  the  canal  310  feet  wide  on  the  surface. 

Senator  Morgan.  We  have  a  map  of  it  there,  and  can  get  the 
measurement:^  exactly  from  that? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  The  measurements  of  both  the  sea-level  canal  and 
the  lock  canal  are  shown  upon  that  diagmm,  I  suppose? 

Geneiyl  Hains.  Yes,  sir. 

Senator  Morgan.  So  that  we  can  get  it  exactly  from  that? 

General  Hains.  You  can  not  get  the  width  on  the  surface  from 
that.  Senator,  and  that  is  what  the  question  was.  Those  are  the  bot- 
tom widths  shown  on  that  map. 

Senator  Morgan.  Oh! 

General  Hains.  The  widths  on  the  surface  would  be  considerably 
greater  where  there  is  a  slope. 

Senator  Taliaferro.  Taking  the  average  vessels  that  you  think 
would  pass  through  either  of  these  canals,  if  constructed,  would  there 
be  any  difficulty  m  vessels  of  average  size  passing  each  other  in  the 
sea-level  canal  i 

General  Hains.  No,  sir;  not  of  the  average  size;  but  the  law  under 
which  this  canal  is  to  be  built  does  not  call  for  the  average  vessel. 

Senator  Taliaferro.  No;  but  I  merely  asked  for  your  view  as  to 
the  practical  operation  of  the  canal. 

General  Hains.  Oh,  yes,  sir;  that  is  correct.  It  will  thus  be  seen 
that  it  is  impossible  for  eight3^-two  ships  of  the  world  to  pass  each 
other  safely  in  the  narrow  part  of  the  canal;  that  is,  in  the  150-foot 
part. 

Senator  Morgan.  Of  the  sea-level  canal? 

General  Hains.  Yes,  sir;  of  the  sea-level  canal.  If  two  large  ships 
were  coming  in  opposite  directions  one  would  have  to  wait  at  some 
place  near  the  end  of  the  canal  until  the  other  passed.  Would  a  canal 
subject  to  such  restrictions  fairlj^  meet  the  views  of  the  board  as 
expressed  in  the  following  paragraph: 
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''*'The  vastness  of  the  interests  to  be  served  by  the  canal,  many  of 
which  interests  now  wait  for  their  development  on  the  construction  of 
the  waterway",  demands  that  the  canal  shall,  when  opened  for  traffic, 
be  of  the  type  which  will  most  perfectly  fulfill  the  purposes  which  the 
waterway  is  intended  to  accomplish." 

Senator  Dryden.  As  you  go  along.  General,  1  want  to  understand 
you,  and  I  think  I  misunderstood  you  a  moment  ago.  You  made  a 
statement  to  this  effect:  That  if  two  large  vessels  had  to  pass  each 
other  one  of  them  would  have  to  wait  at  the  entrance  of  the  canal 
before  the  other  could  pass,  as  I  understood  you  i 

General  Hains.  It  would  have  to  wait  at  some  other  place — at  a  wide 
place. 

Senator  Drydex.  You  did  not  mean  that  it  would  have  to  wait  out- 
side, in  the  bay^ 

Geaeral  Hains.  Oh,  no,  sir.  I  did  not  mean  out  there.  There  are 
places  at  each  end  of  the  canal  where  they  could  wait,  or  they  might 
wait  in  the  Culebra  cut. 

Senator  Dryden.  That  is  all  that  I  wanted  to  ask. 

(feneml  Hains.  It  is  to  be  noted  that  the  narrow  part  of  the  canal — 
that  iij,  of  the  sea-level  canal— is  the  part  where  ,the  current  will  be  the 
swiftest.     That  is  this  part  right  down  here  [indicating  on  map]. 

Senator  Taliaferro,  Is  that  on  the  Pacific  side? 

General  Hains.  No,  sir;  that  is  on  the  Atlantic  side. 

Senator  Taliaferro.  Have  you  not  more  current  to  deal  with  on  the 
Pacific  side  than  you  have  on  the  Atlantic  side  ? 

General  Hains.  In  the  sea-level  canal  ? 

Senator  Tallaferro.  Yes. 

General  Hains.  No,  sir. 

Senator  Taliaferro.  Is  there  not  a  rise  of  tide  of  8  or  10  feet  more 
on  the  Pacific  side  than  on  the  Atlantic  side? 

(leneral  Hains.  Yes,  sir. 

Senator  Taliaferro.  Is  not  that  what  makes  your  currents? 

General  Hains.  No,  sir. 

Senator  Taliaferro.  What  makes  the  currents? 

General  Hains.  The  discharge  of  the  Chagres  River  into  the  canal. 

Senator  Taliaferro.  I  did  not  understand  that  the  Chagres  River 
was  discharged  into  the  canal. 

General  Hains.  Under  the  sea-level  project? 

Senator  Taliaferro.  Yes. 

General  Hains.  Yes,  sir;  it  is  discharged  into  the  sea-level  canal. 
There  is  a  dam  to  be  built  at  Gamboa  to  regulate  that  discharge;  but 
that  water  has  got  to  be  discharged,  and  under  the  plans  of  tne  sea- 
level  canal  it  has  got  to  be  discharged  into  the  canal. 

Senator  Taliaferro.  It  flows  in  very  gently  from  this  dam.  It  does 
not  go  in  with  a  rush — I  mean,  under  that  plan? 

General  Hains.  Not  so  very  gentlj',  Senator.  It  has  got  to  come 
down  within  a  short  distance  here;  from  there  [indicating  on  map]  it 
comes  down  into  the  canal,  and  the  fall 

Senator  Simmons.  What  is  the  descent  in  that  distance? 

General  Hains.  When  the  lake  is  at  its  maximum  it  will  be  about 
170  feet. 

Senator  Simmons.  What  is  the  distance  down  ? 

General  Hains.  As  I  remember  it,  I  think  it  will  be  something  less 
than  a  mile,  or  about  a  mile.  One  hundred  and  seventy  feet  fall  in  a 
mile  is  a  pretty  good  fall. 
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Senator  Taliaferro.  Does  not  the  recommendation  of  the  Board 
of  Consulting  Engineers  provide  that  that  Chagres  water  shall  be 
divided,  and  shall  empty  into  the  canal  in  each  direction? 

General  Hains.  I  do  not  understand  that  any  arrangement^^  are 
made  to  make  it  flow  in  each  direction;  but  I  do  suppose  that  perhaps 
a  part  of  it  will  go  toward  the  Pacific. 

Senator  Morgan.  That  depends  on  the  slope  of  the  bottom  ? 

General  Hains.  No,  sir;  it  will  depend  on  the  slope  of  the  surface. 

Senator  Morgan.  Of  the  surface  of  the  canal? 

General  Hains.  Yes,  sir;  of  the  surface  of  the  water  at  the  time. 

Senator  Morgan.  At  the  time  i 

General  Hains.  Yes,  sir.  There  is  no  exit  for  any  large  amount  of 
water  on  the  Pacific  side  provided.  There  is  a  spillway  there,  but  it 
is  not  contemplated  to  discharge  ver}'^  much  water  in  that  direction. 

Senator  Kittredge.  Do  you  understand.  General,  that  nothing  is 
done  to  break  the  fall  of  the  water  from  the  Gam  boa  dam  into  the  canal  i 

General  Hains.  No,  sir;  I  do  not  understand  that. 

Senator  Kitiredge.  What  is  your  understanding  about  it? 

General  Hains.  1  understand"  that  they  are  to  put  a  sort  of  an 
arrangement  of  steps  to  break  the  velocity. 

Senator  Kittredge.  Would  that  have  that  effect? 

General  Hains.  It  will  to  some  extent;  yes,. sir. 

Senator  Kittredge.  Do  you  understand  that  the  water  coming 
from  the  Gamboa  dam  is  to  be  introduced  directly  into  the  prism 
of  the  canal  ? 

General  Hains.  I  do  not  understand  what  you  mean  by  ''directly." 
If  you  mean  that  it  is  to  be  iust  tumbled  into  the  canal,  without  any 
means  for  correcting  the  velocity  of  the  flow,  it  would  destroy^  the 
canal,  and  of  course  that  is  not  intended. 

Senator  Kittredge.   What  is  planned,  as  you  understand  it? 

General  Hains.  It  is  intended  to  have  some  arrangement  for  reduc- 
ing the  velocity. 

Senator  Morgan.  Successive  terraces  of  stone? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  In  steps  leading  from  the  dam  down  into  the 
canal? 

General  Hains.  And  finally  a  weir  for  it  to  pass  over. 

Senator  Kittredge.  Is  it  not  first  discharged  into  a  basin,  and  then 
passed  out  over  a  weir  into  the  canal? 

General  Hains.  That  has  never  been  worked  out,  sir,  that  I  know  of. 

Senator  Kittredge.  Is  not  that  the  plan  contemplated  by  the 
majority  ? 

General  Hains.     I  do  not  know  that  it  is. 

Senator  Kittredge.  Is  not  that  a  feasible  proposition  from  an 
engineering  standpoint? 

General  Hains.  It  is  a  thing  that  perhaps  will  want  to  be  done —  ^ 
something  of  that  kind. 

Senator  Kittredge.  It  is  entirely  feasible,  is  it  not? 

Genei-al  Hains.  Oh,  yes,  sir. 

Senator  Morgan.  You  could  not  put  your  weir  nearer  to  Gamboa 
than  about  Gigante,  could  you? 

General  Hains.  The  water  from  the  lake  will  come  down  in  a  trench, 
you  may  say,  that  is  to  be  excavated,  and  there  are  to  be  terraces 
arrangeci  to  break  its  force. 
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Senator  Morgan.  Yes. 

General  Hains.  That  is  what  I  underetand  the  advisory  board  to 
intend;  and  then  there  will  be  a  weir  along  down  close  to  the  line  of 
the  canal,  over  which  it  will  i)our  in  a  comparatively  thin  sheet. 

Senator  Kittredge.  Creating  what  strength  of  current? 

General  Hains.  Nobody  knows. 

Senator  Kittredge.  How  swift  a  current  is  proper  to  be  introduced 
into  the  prism  of  the  canal  and  not  interfere  with  shipping^ 

General  Hains.  That  is  a  matter  of  opinion.  In  the  Suez  Canal  they 
have  nearlv  2  miles  per  hour,  I  believe,  at  times. 

Senator  fcTTREDGE.  Does  that  interfere  with  shipping? 

General  Hains.  Not  there,  to  any  great  extent. 

Senator  Kittredge.  Would  it  in  this  canal  ? 

General  Hains.  In  that  particular  part  I  do  not  think  it  would;  but 
down  in  the  narrow  part  I  think  it  would. 

Senator  Kittredge.  Why  do  j'^ou  say  that  water  introduced  into 
the  prism  of  the  canal  in  the  manner  you  now  suggest  would  flow 
toward  the  Atlantic  rather  than  the  Pacific? 

General  Hains.  You  have  a  lock  over  on  the  Pacific  side,  and  you 
have  to  use  that  lock. 

Senator  Kittredge.  How  much  of  the  time? 

General  Hains.  Practically  all  of  the  time.  I  am  coming  to  that 
after  a  while,  to  show  that  I  do  not  believe  that  that  lock  can  be  kept 
open  half  the  time,  as  is  claimed.  It  is  claimed  that  it  can  be  kept 
open  half  the  time,  and  I  do  not  think  it  can  be  done. 

Senator  Morgan.  You  mean  the  sea-gate  ? 

General  Hains.  Yes,  sir ;  I  mean  on  the  Panama  end. 

Senator  Morgan.  The  sea-level  canal  at  all  times  must  be  prepared 
to  receive  the  normal  flow  of  the  Chagres  River  and  to  take  care  of 
the  flood  flow,  whatever  that  may  be,  when  it  may  occur,  if  I  under- 
stand the  situation.  The  Chagres  River  at  its  normal  flow  will  be  at 
all  times  entering  into  the  sea-level  canal? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  And  at  flood  tide  it  will  be  taken  care  of  by  regu- 
lating works? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  That  is  what  I  wanted  to  know. 

General  Hajns.  Yes,  sir;  that  is  right. 

Senator  Kittredge.  Before  leaving  the  question  of  width  of  the 
canal,  how  does  the  width  of  the  Panama  Cfanal  as  proposed  by  the 
majority  of  the  board  of  consulting  engineers  compare  with  the  width 
of  the  Suez  Canal  ? 

General  Hains.  Oh,  it  is  wider.  Th^  Suez  Canal  is  a  little  over  100 
feet  wide;  I  think  it  is  112  feet  wide  now. 

Senator  Kittredge.  At  the  surface? 

General  Hains.  I  do  not  think  that  is  so  much  of  a  point,  Senator. 
It  Ib  the  width  of  the  bottom  that  controls. 

Senator  Kittredge.  It  does  for  ships  of  deepest  draft. 

General  Hains.  I  am  speaking  of  this  canal  for  ships  of  the  deepest 
draft.  That  is  the  object  of  making  this  canal  so  deep.  If  you  are 
only  going  to  accommodate  ships  of  the  ordinary  draft,  there  is  no 
necessity  for  spending  so  many  millions  of  dollars  down  there  at  all. 
We  can  save  a  great  many  millions  in  that  event. 
F  o— voii  3—06 ^10 
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Senator  Kittredge.  Do  you  remember  the  depth  of  the  canal  at 
Suez? 

General  Hains.  Ye8,  sir. 

Senator  Kittredge.  What  is  it? 

General  Hains.  About  29i  feet;  and  they  are  deepening  it  now  to 
about  32. 

Senator  Kittredge.  Are  they  having  serious  trouble  with  ti-aflBc  in 
the  meeting  of  boats? 

General  Hains.  The  largest  vessels  do  not  go  through  there. 

Senator  Kittredge.  How  many  do  not  go  througb^ 

General  Hains.  I  can  not  tell  you  how  many,  but  there  are  quite  a 
number  of  vessels  that  can  not  go  through  there  on  account  of  their 
draft.  I  do  not  know  whether  vessels  of  deepen  draft  go  through 
there  now,  but  until  quite  recently  no  vessel  drawing  more  than  27 
feet  was  allowed  to  go  through  that  canal. 

Senator  Morgan.  And  no  sailing  ship  ever  goes  through  it? 

General  Hains.  That  I  do  not  know;  but  27  feet  was  the  maximum 
draft  of  any  vessel  they  allowed  to  go  through  there  at  all.  Now,  we 
are  going  to  have  vessels  drawing  38  feet. 

Senator  Kittredge.   VVhat  ship  do  you  refer  to? 

General  Hains.  I  refer  to  two  ships — the  Mauritania  and  the 
Zuisitania, 

Senator  Kittrp:dge.  What  is  the  length  of  those  ships? 

General  Hains.  Eight  hundred  feet,  1  think  it  is— yes,  sir;  800  feet. 

Senator  Ankeny.  Are  those  the  new  Cunarders,  Geneml? 

General  Hains.  Yes,  sir.  I  have  this  sketch  that  I  would  like  to 
show  you,  showing  how  easil}^  they  can  pass  each  other  [exhibiting 
picture].     There  is  a  sketch  showing  how  they  pass  each  other. 

Senator  Kittredge.  The  statement  was  made  here  the  other  daj',  in 
connection  with  the  draft  of  those  ships,  that  they  were  to  draw  36  feet. 

General  Hains.  Thirty-six  feet  draft?  I  have  a  letter  here  from 
the  agent 

The  Chairman.  General,  right  there,  what  is  the  width  of  this  canal 
that  you  show  here  with  these  two  ships  in  it;  is  it  the  sea-level  canal 
or  the  lock  canal  that  you  have  the  ships  in  nOw  ? 

General  Hains.  That  drawing  shows  them  passing  each  other  in  the 
sea-level  canal. 

The  Chairman.  It  shows  them  in  the  sea-level  canal? 

General  Hains.  Yes,  sir. 

Senator  Dryden.  And  are  they  passing  as  far  apart  from  each  other 
as  it  is  possible  for  them  to  do  in  tne  sea-level  canal? 

General  Hains.  That  is  drawn  so  that  they  are  as  close  together  as 
5  feet.  You  can  jump  from  one  to  the  other;  and  I  do  not  believe  that 
two  big  ships  of  that  kind  can  move  at  all  within  5  feet  of  each  other 
safely. 

Senator  Dryden.  That  was  not  quite  my  question,  General.  I 
think  you  did  not  quite  understand  it.  1  asked  you  if  they  were  drawn 
so  as  to  pass  as  far  apart  from  each  other  as  possible. 

General  Hains.  Yes,  sir;  they  touch  the  ground  on  each  side. 

Senator  Simmons.  General,  1  notice  that  on  the  line  here  at  the 
bottom  you  have  them  a  little  up  the  slant. 

General  Hains.  Yes,  sir.  The  canal  at  the  bottom  is  only  150  feet 
wide.  These  vessels  are  88  feet  wide  each,  so  that  if  you  doubled  that^ 
if  they  drew  the  full  length  of  the  canal,  they  could  not  pass  at  all. 
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Senator  Simmons.  That  would  bring  them  both  within  those  two 
black  lines? 

Genei-ai  Hains.  Yes,  sir. 

Senator  Simmons.  There  would  not  be  room  for  them  to  pass  at  all? 

General  Hains.  This  being  the  slope  on  which  the  canal  is  built  they 
would  just  about  touch  the  ground  there  when  they  are  5  feet  apart. 

Senator  Simmons.  This  would  be  about  38  feet  at  that  point 
[Indicating]? 

General  Hains.  No;  that  would  be  about  37  feet.  This  would  be 
38  down  here. 

I  want  to  say  one  thing  more  about  this.  Thirty- eight  feet  is  the 
draft  that  has  been  given  by  the  agent  of  the  company  in  a  letter. 
Thirty-eight  feet  in  salt  water  means  over  39  feet  in  fresh  water,  and 
the  sea-level  canal  is  going  to  have  fresh  water  in  it,  even  in  that  part 
of  it,  a  good  deal  of  the  time,  so  that  38  feet  does  not  tell  the  wnole 
stor3-. 

Senator  Dryden.  Would  so  small  a  margin  as  practically  1  foot 
in  the  depth  be  safe  for  a  big  vessels 

General  Hains.  I  should  say  it  was  very  unsafe. 

Senator  Kittredge.  General,  do  you  remember  whether  the  report 
of  the  majority  of  the  Board  of  Consulting  Engineers  contemplates 
the  construction  of  passing  places? 

General  Hains.  1  remember  that  the  Consulting  Board  makes  no 
provision  whatever  for  passing  places. 

Senator  Kittredge.  Is  that  a  difficult  proposition  from  an  engineer- 
ing standpoint? 

General  Hains.  Is  it  a  difficult  one? 

Senator  Kittredge.  Yes. 

General  Hains.  No,  sir;  <iot  at  all  difficult. 

Senator  Kittredge.  Does  it  involve  much  extra  expense  to  construct 
passing  places? 

General  Hains.  Yes,  sir;  it  involves  considerable  expense.  I  think 
I  have  something  covering  that  right  here  in  these  notes. 

Senator  Morgan.  Suppose  we  let  the  General  go  on  and  make  his 
statement  right  through. 

The  Chairman.  I  think  that  would  be  much  better,  and  we  would 
get  along  faster. 

Senator  Morgan.  We  are  breaking  in  on  it  and  getting  it  confused 

The  Chairman.  General,  if  you  will  go  right  along  from  where  you 
left  off,  and  finish  vour  statement,  we  will  be  glad  to  hear  you. 

General  Hains.  l  es,  sir;  I  think  that  would  be  the  better  way,  and 
then  ^^ou  can  come  back. 

It  IS  to  be  noted  that  the  narrow  part  of  the  canal  referred  to  is  the 
part  where  the  current  will  be  the  swiftest.  Under  the  plans  of  the 
board,  the  waters  of  the  Chagres  River,  as  well  as  its  tributaries,  are 
taken  into  the  canal,  and  may  often  produce  a  velocity  of  nearly  4 
feet  a  second.  Moreover,  the  part  of  the  canal  where  this  takes  place 
is  the  part  that  has  the  greatest  amount  of  curvature.  That  is  that 
part  down  there  [indicating].  This,  together  with  the  swift  current, 
will  render  it  sufficiently  difficult  for  a  single  one  of  these  laree  ships 
to  be  safely  managed,  even  though  she  have  the  entire  canal  to  nerseff. 
The  canal,  if  subject  to  such  restrictions,  would  inevitably  be  deemed 
inadequate,  and  its  widening  demanded. 
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It  is  further  to  be  noted  that  this  narrow  part  of  the  canal  is  in  cut- 
ting, which  consists  largely  of  material  easil}^  abraded  by  the  current, 
the  result  of  which  would  cause  a  flattening  of  the  slopes  and  shoaling 
on  the  bottom. 

In  the  Suez  Canal  there  are  numerous  passing  places  between  Port 
Said  and  Ismailia,  a  distance  of  47  miles,  which  is  just  about  the  length 
of  this  canal.     There  are  14  passing  places  in  that  distance. 

The  tendency  of  any  stream  to  establish  a  tortuous  course  as  a  part 
of  its  regimen' is  a  well-established  hydraulic  proposition.  This  ten- 
dency is  much  increased  if  it  flows  between  bauKs  of  erosive  materials, 
and  if  it  receives  sediment-bearing  tributaries.  It  is  submitted  that 
this  part  of  the  canal  must,  therefore,  be  considered  as  partaking  of 
the  characteristics  of  a  sedimentary  river,  under  which  it  will  establish, 
in  time,  its  own  regimen.  It  is  not  predicted  that  it  will  form  the 
lar^e  sinuosities  of  a  sedimentary  river  flowing  through  an  alluvial 
plam,  but  that  it  will  establish  suftcient  indirections  of  course  and  cui'- 
rents  to  render  it  unnavigable,  as  a  canal  150  feet  wide,  for  ships  of 
the  dimensions  for  which  the  law  directs  that  provision  shall  be  made. 

A  tributary  discharging  a  few  thousand  second-feet  in  flood  into  a 
channel  of  about  8,000  square  feet  cross  section  will  present  an  obsta- 
cle which  ships  can  not  pass  without  being  deflected  from  their  courses 
and  thrust  against  the  opposite  bank.  This  is  an  immediate  difficultv, 
but  in  time  this  influent  tributary,  working  during  low  stages  and  in 
floods,  will  deposit  a  cone  of  sediment  at  its  mouth  and  will  erode  the 
opposite  bank.  This  erosion  of  one  bank  will  be  followed  by  an  ero- 
sion of  the  other  bank  at  a  point  lower  down  and  the  deposition  of 
the  eroded  material  in  the  bed  of  the  canal.  This  is  the  law  of  flow- 
ing water  carrying  sedimentary  material;  and  in  this  way  the  align- 
ment of  the  canal  will  be  impared  and  i^idirection  of  course  and  of 
currents  established  which  wul  ultimately  prove  obstructive  to  navi- 
gation. 

Senator  Kittredge.  May  I  interrupt  you  right  there?  What  is  the 
character  of  the  material  right  opposite  the  Gamboa  dam  ? 

General  Hains.  Oh,  it  is  hard  material  up  there.  I  am  not  speak- 
ing about  that  part  of  the  canal,  Senator.  I  am  speaking  of  the 
lower  part  of  the  canal,  down  between  the  Mindi  River  and  Bohio,  or 
even  up  farther  than  that. 

Senator  Morgan.  Ten  or  12  miles? 

General  Hains.  Ye&,  sir — oh,  yes,  sir;  there  is  more  than  that.  It 
is  this  part  along  here  I  am  speaking  of  [indicating].  There  is  about 
20  miles  of  it  which  is  only  150  feet  wide — 19i^  miles,  to  be  accurate. 
I  believe  that  is  what  it  is. 

Senator  Kittredge.  How  much  current  will  there  be  in  the  sea- 
level  canal  from  Gamboa  to  the  Atlantic  Ocean  ? 

General  Hains.  The  current  down  in  the  lower  part  is  supposed  to 
reach  2.6  miles  per  hour,  or  about  4  feet  per  second. 

Senator  Kittredge.  Why  cjo  you  say  ^'supposed?" 

General  Hains.  It  is  calculated  to  do  it. 

Senator  Kittredge.  Where  is  that  calculation  made? 

General  Hains.  In  the  oflice  of  the  Commission.  It  was  made  by 
the  Advisorv  Board  itself. 

Senator  ICittredge.  Is  that  a  sufficient  current  to  accomplish  the 
result  you  indicate? 

General  Hains.  Yes^  sir;  I  think  so. 
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Senator  Morgan.  Such  calculations  are  entirely  reliable  in  engi- 
neering? 

General  Hains.  There  is  only  one  question  about  it,  Senator,  in  my 
mind;  I  do  not  know  but  what  those  currents  may  be  a  little  swifter. 
The  Consulting  Board  admit  that  there  may  be  a  velocity  of  about  2.6 
feet  per  second,  but  I  am  not  sure  but  what  there  will  be  more. 

Senator  Morgan.  You  have  formulae  by  which  you  make  the  com- 
putations that  are  uniformly  used  everywhere? 

General  Hains.  Oh,  yes,  sir;  yes,  sir. 

Another  reason  why  1  do  not  like  the  sea-level  canal  is  because  it 
requires  many  more  dams,  and  one  dam  which  is  much  larger  than 
any  required  b}'^  the  other  plan.  I  do  not  mean  to  say  that  any  of 
these  dams  are  going  to  be  diflScult  engineering  problems;  but  they 
are  there. 

Senator  Morgan.  Are  these  dams  that  you  speak  of  for  the  purpose 
of  producing  divergence  of  water  to  keep  it  from  flowing  into  the 
canal  i 

General  Hains.  Yes,  sir;  there  are  about  thirty  of  them.  There 
are  about  thirty  dams  between  here  [indicating]  and  Gamboa  that  have 
to  be  built  before  you  can  build  your  sea-level  canal. 

Senator  Drtden.  Do  you  say  that  there  is  one  dam  larger  than  the 
proposed  dam  at  Gatun? 

General  Hains.  Yes,  sir;  the  Gamboa  dam  is  larger.  That  holds  a 
head  of  170  feet,  while  this  one  down  here  only  holds  a  head  of  86 
feet;  but  there  are  over  30  dams  to  be  built  along  that  route. 

Senator  Dryden.  What  is  the  length  of  that  large  dam  there  for  the 
sea-level  canal? 

General  Hains.  This  one  [indicating]? 

Senator  Drtden.  Yes. 

General  Hains.  The  dam  is  in  three  pieces.  The  big  section  is 
something  like  2,000  feet,  as  1  remember. 

Senator  Dryden.  Three  thousand  or  2,000? 

General  Hains.  Two  thousand.  I  think  it  is  about  that.  It  is  on 
the  drawings.     I  do  not  remember  those  figures. 

Senatoi  Morgan.  General  (if  the  committee  will  excuse  me  for 
asking  a  question  that  is  momentarily  applicable  and  very  important, 
I  believe),  taking  into  consideration  the  cost  of  the  thirty  dams  you 
sp^ik  of  as  regulating  the  flow  of  the  afiluents  of  the  Chagres  River 
into  the  canal,  is  it  not  probable  that  the  cost  of  a  sea-level  canal 
between  Gamboa  and,  we  will  say,  Mindi  or  Gatun  would  be  less  if  it 
were  du^  right  down  through  the  marginal  peaks  of  the  Chagres  River 
on  the  right  bank,  and  the  dump  thrown  into  the  river? 

General  Hains.  I  have  never  investigated  that  question,  Senator; 
I  could  not  say. 

Senator  Morgan.  You  would  certainly  get  rid  of  a  great  many  of 
the  aflluents  by  such  a  course,  by  digging  your  canal  so  as  to  hug  the 
mountain  here  right  along  down  and  throwing  the  dump  jnto  the  valley 
of  tJie  river.     I  do  not  mean  the  river  bed,  but  1  mean  the  lowlands. 

General  Hains.  I  can  not  answer  your  question,  Senator.  I  have 
never  given  sufficient  study  to  that  particular  project.  What  1  wanted 
to  state  now  was  one  of  the  reasons  why  I  do  not  favor  a  sea-level 
project.  As  I  stated,  there  are  about  30  dams  along  the  line  of  that 
canal  that  are  to  be  built. 
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Senator  Morgan.  Between  Gamboa  and  the  bay  ? 

General  Hains.  Between  Mindi,  sa}',  down  near  the  end,  and  Gam- 
boa.  The  Chagres  River  sometimes  discharges  in  the  neighborhood 
of  100,000  cubic  feet  a  second  at  Gamboa. 

Setiator  Morgan.  What  rise  would  that  be  above  the  ordinary 
surface? 

General  Hains.  About  40  feet.  Before  you  can  build  your  canal 
you  will  have  to  divert  the  waters  of  the  Chagres.  Now,  if  you  do 
not  have  anv  of  those  big  freshets  while  you  are  building  this  diver- 
sion, you  will  have  no  trouble.  But  this  diversion  channel  is  not  con- 
templated, or  has  not  been  contemplated  by  an3'body  that  I  know  of, 
to  be  anything  like  as  big  as  the  Chagres  River  itself.     The  conse- 

3uence  is,  if  you  take  the  discharge  of  the  Chagres  River  into  this 
iversion  channel,  you  are  going.to  have  a  great,  big  river  going  down 
to  the  sea  alongside  of  your  canal  while  your  canal  is  being  built;  and 
if  it  breaks  in  on  you,  my  opinion  is  that  the  damage  will  be  immense. 
Just  exactly  what  it  will  be  I  do  not  know;  no  one  can  predict  what  it 
will  be.     It  will  depend  on  how  big  a  freshet  it  is. 

After  the  canal  is  finished  these  diversions  are  to  be  dispensed  with, 
and  all  tliese  streams,  both  the  Chagres  and  the  other  tributary  streams 
along  there,  are  to  be  taken  into  the  canal — that  is,  most  of  thera. 
There  are  four  or  five  down  at  the  lower  end  that  are  permanently 
diverted. 

Senator  Morgan.  Along  with  that  flood  of  40  feet  at  Gamboa  in  the 
Chagres  ? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  They  are  all  to  be  taken  into  the  channel  of  the 
canal? 

General  Hains.  The  river  now  is  known  to  rise  at  Gamboa  about  40 
feet. 

Senator  Morgan.  Yes. 

General  Hains.  And  if  you  get  a  rise  of  anything  like  40  feet  in 
your  diversion  channel,  you  can  easily  see  that  when  you  cross  the 
river  you  will  have  to  have  a  tolerabh'  good-sized  dam  to  keep  the 
water  out. 

Senator  Morgan.  Let  me  ask  you  if  it  is  a  fact  now  that  a  rise  of 
46  feet  is  recorded  at  Bohio? 

General  Hains.  Forty-six  feet? 

Senator  Morgan.  Yes. 

General  Hains.  No,  sir;  I  think  about  39  is  about  the  highest  that 
they  ever  had  any  record  of,  Senator,  at  Bohio. 

Senator  Dryden.  Then  this  danger  that  you  speak  of,  of  the  water 
of  the  Chagres  breaking  out  of  this  conduit  proposed  to  be  constructed, 
would  be  present  during  the  whole  time  of  the  construction  of  the 
canal — somewhere  from  twelve  to  twent}^  years? 

Geneml  Hains.  Yes,  sir. 

Senator  Morgan.  Just  there  there  is  a  point  of  interest  in  my  mind 
which  1  would  like  to  have  solved.  The  conduit  you  speak  of  means 
a  channel  running  up  toward  the  sea  through  the  coastal  plain  ? 

General  Hains.  No,  sir;  not  through  the  coastal  plain.  1  will  explain 
it  here  from  this  map,  Senator.  This  is  a  large  map  [producing  new 
map].  Here  is  the  Chagres  River.  Here  is  a  part  of  the  old  French 
diversion.  There  it  goes,  along  there,  until  it  runs  into  the  river. 
Every  little  while  they  make  use  of  the  river  for  the.  purpose  of 
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reducing  the  cost  of  this  divei'sion  channel — so  they  use  that,  and  that 
is  the  plan  in  the  Consulting  Board's  project. 

Senator  Morgan.  General,  where  is  Gamboa  on  that  plan,  please? 

General  Hains.  It  is  up  here.  It  is  not  on  this  map.  Senator;  it  is 
up  here  farther. 

What  I  wanted  to  show  you  by  this  is  about  these  dams.  Here  is  a 
diversion  channel,  you  see,  coming  along  here,  and  here  is  the  canal 
[indicating].  This  canal  crosses  the  river  there  [indicating].  You 
will  have  to  have  a  dam  on  this  side  to  keep  this  diversion  channel 
from  discharging  into  the  canal  while  you  are  constructing  it.  You 
will  have  to  have  another  dam  here,  because  this  is  the  diversion 
channel  that  is  part  of  the  old  river  used  for  diversion,  and  you 
will  have  to  have  another  dam  here  to  keep  that  water  from  going 
into  the  canal,  or  into  the  partially  couvStructed  canal;  and  the  same 
way  here  and  here  and  here  [indicating].  Here  is  this  diversion 
channel,  passing  along  from  the  old  bed  of  the  river,  going  up  this 
way,  into  the  Frijoles.  Then  it  goes  down  the  Frijoles  into  there 
[indicating].  But  you  must  put  a  dam  down  here,  and  3'ou  must  put 
a  dam  there  [indicating]  to  keep  that  water  from  going  down  into  j^our 
canal. 

The  Consulting  Board  estimated  three  and  a  half  millions  of  dollars 
for  these  diversion  channels,  for  the  dams,  and  all  the  necessary  adjuncts 
of  taking  these  waters  afterwards  into  the  canal  itself.  Our  Commis- 
sion went  over  those  estimates  and  came  to  the  conclusion  that  the  esti- 
mate wa8  about  six  and  a  half  millions  too  little. 

Senator  Morgan.  They  estimated  it  at  three  millions  i 

General  Hains.  Three  and  a  half,  and  I  think  we  made  it  about  ten — 
somewhere  along  there.  I  do  not  remember  the  exact  figure,  but  it  is 
about  ten  millions. 

Senator  Kittrkdge.  Before  you  start  iu  on  that  subject  I  would 
like  to  ask  you  one  or  two  questions  on  the  subject  of  the  water  supply. 
Whaf  is  the  variation  in  height  of  the  water  at  the  Gatun  dam  at  high 
w^ater  and  at  low  water? 

General  Hains.  I  think  they  count  on  about  3  feet  variation. 

Senator  Kittbedge.  Is  it  not  about  5  feet? 

General  HaiKS.  No,  sir;  I  do  not  think  there  will  be  as  much  as  6; 
and  it  is  not  necessary,  reallj',  to  have  any  material  fluctuation  in  that , 
level.     If  vou  build  a  dam  at  Gamboa  or  Alhajuela  so  as  to  control  the 
water  up  there,  control  the  flow  into  that  big  lake,  I  do  not  think  there 
will  be  as  much  as  3  feet. 

Senator  Kittredge.  A  dam  at  Gamboa  or  Alhajuela  is  not  contem- 
plated under  the  minority  or  lock  plan,  is  it? 

General  Hains.  It  is  not  contemplated;  no. 

Senator  Kittredge.  Then  why  do  you  speak  of  that  feature  ? 

General  Hains.  A  dam  there,  at  one  of  those  places,  is  provisionallj^ 
contemplated  if  ever  the  traflic  through  the  canal  should  become  very 
great.  \ 

Senator  Kittredge.  So  that  the  supply  of  the  water  should  be  dimin- 
is<hed  to  such  an  extent  that  it  should  oecome  necessary  to  use  the  addi- 
tional water;  is  that  it? 

General  Hains.  No;  it  is  so  as  to  hold  back  a  sufficient  amount  of 
water  to  supply  the  needs  of  the  dry  season. 

Senator  Kittredge.  According  to  your  statement,  then,  there  is  a 
variation  of  3  feet? 


2098  "  INVESTIGATION    OP   PANAMA   CANAL   MATTERS. 

General  Hains.  Yes,  sir. 

Senator  Kittredge.  So  that  at  some  times  of  the  year — in  the  dry 
season,  I  suppose — the  height  of  the  water  at  the  Gratun  dam  will  be 
82  feet? 

General  Hains.  Yes,  sir;  1  suppose  it  would  get  down  to  82  feet 
sometimes.  It  might;  I  do  not  know.  I  have  not  worked  that  out, 
but  I  think  the}^  contemplate  a  variation  of  about  3  feet. 

Senator  Kittredge.  And  if  the  engineers  have  testified  that  it  was 
a  variation  of  5  feet,  would  you  be  surprised  ? 

General  Hains.  Yes,  sir;  I  think  1  would. 

Senator  Kittredge.  Now,  assume  that  it  is  3  feet  in  the  dry  season, 
that  would  reduce  the  depth  of  your  water  through  the  entire  distance 
between  the  locks,  woula  it? 

General  Hains.  Yes,  sir. 

Senator  Kittredge.  So  that  at  some  seasons  of  the  year,  then,  the 
maximum  depth  of  water  in  the  canal  proposed  bj^  the  minority  would 
not  exceed  42  feet,  would  it? 

General  Hains.  It  might  not  exceed  42  feet  for  a  very  short  time, 
Senator;  there  are  but  three  months  of  the  dry  season,  and  if  there  is 
a  falling  of  the  lake  and  it  only  falls  3  feet,  tfie  3  feet  is  only  reached 
toward  the  last  part  of  the  dry  season.  , 

Senator  Kittredge.  But  it  would  be  reached  at  some  time  during 
the  5^ ear? 

General  Hains.  Oh,  it  might  be  reached;  yes. 

Senator  Kittredge.  And  when  that  condition  was  reached  it  would 
reduce  the  depth  of  your  water  to  42  feet,  would  it  not? 

General  Hains.  To  42  feet;  yes,  sir. 

Senator  Kittredge.  And  the  capacity  of  the  canal  is  limited  by  the 
minimum  depth? 

General  Hains.  Yes,  sir. 

Senator  Kittredge.  Then,  instead  of  45  feet  of  water  it. would  be 
42,  would  it  not  ? 

General  Hains.  The  way  I  should  put  that  would  be  that  you  might 

have  42  feet  for  a  few  davs;  you  would  only  have  less  than  43  feet  for 

about  a  month  and  a  half;  and  you  would  only  have  less  than  44  feet 

for  about,  say,  two  months  and  a  half;  and  for  all  the  year  except 

.  about  three  months  you  would  have  45  feet. 

Senator  Kittredge.  Your  statement  a  few  moments  ago  to  us  that 
the  lock  plan  which  you  favored  would  permit  a  draft  of  water  of  45 
feet  was  subject  to  the  exceptions  you  now  state? 

General  Hains.  Yes,  sir. 

Senator  Kittredge.  That  is  what  I  had  in  mind. 

Senator  Morgan.  Just  one  more  question  before  you  proceed;  it 
will  only  take  a  moment  to  answer  it.  In  the  construction  of  a  sea- 
level  canal,  commencing  at  the  Bay  of  Limon  and  running  up,  say,  as 
far  as  Obispo  or  Gam  boa,  would  it.be  necessary  to  divert  the  channel 
of  the  Chagres  so  as  to  enable  the  dredges  to  operat-e  that  would  come 
in  from  the  sea  ? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  It  would  be  necessary  to  divert  the  channel  of  the 
river? 

General  Hains.  Yes,  sir;  all  the  waj'. 

Senator  Morgan.  And  you  think  that  the  dredging  could  not  be 
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done  from  the  Bay  of  Limon,  up  to,  say,  Gamboa  or  Obispo,  without 
that  diveraion  ? 

General  Hains.  No,  sir;  I  do  not  think  it  could  be  done.  I  think 
it  would  be  unsafe  to  try  it. 

Senator  Morgan.  Unsafe? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  You  mean  by  that,  1  suppose,  that  in  the  flood 
waters  all  of  the  work  would  be  swept  out  by  the  flood  unless  you 
took  care  of  it  by  diverting  it? 

General  Hains.  Yes,  sir. 

Another  reason  why  I  prefer  the  lock  canal  is  on  account  of  the  less 
depth  of  cut  in  the  Culebra,  and  because  the  deeper  the  cut  the  greater 
is  the  liability  to  injury  to  the  slopes.  Landslides  (I  do  not  mean 
large  landslides)  have  been  frequent  there.  Small  slides  have  occurred 
along  the  portion  where  the  cut  has  already  been  made;  and  you  will 
find  some  of  the«e  referred  to  in  Colonel  Black's  reports.  1  have  seen 
a  good  sized  spring  coming  right  out  of  the  side  of  that  cut. 

1  do  not  wish  to  be  undei*stood  as  saying  that  that  becomes  a  matter 
of  serious  danger;  but  these  landslides,  or  these  slides  of  these  pieces, 
which  may  occur  and  are  apt  to  occur,  will  cause  constant  expense  for 
reconstructing  them  in  some  way  or  other.  The  way  the  Frenchmen 
did,  when  they  had  slides  in  those  places,  was  more  like  that  [indi- 
cating]; they  would  build  those  up  again;  and  you  will  find  in  Colonel 
Black's  reports  that  there  were  numerous  cases  where  those  slips  (I 
call  them  slides,  you  might  call  them  slips)  would  have  to  be  rebuilt, 
one  or  two  at  a  time.  You  have  to  put  it  back;  3^ou  have  to  build  up 
a  dry  stone  wall  of  masonry;  and  it  has  been  done,  and  it  is  there  now. 

Senator  Kittredge.  Have  the  small  lines  passing  through  the  blue 
and  the  red  or  pink  on  that  map  any  significance? 

General  Hains.  Merely  to  indicate  the  general  slope.  That  line 
is  drawn  so  as  to  show  that  this  is  a  genei*al  slope  of  1  on  1,  1  base  to 
1  vertical;  and  this  is  put  in  to  illustrate  the  manner  in  which  this 
>lope  is  cut.  It  is  not  cut  as  a  straight  line,  right  down  that  way, 
but  with  these  steps  in  it. 

Senator  Morgan.'  Those  benches  are  about  25  feet  on  the  front? 

General  Hains.  Different  engineers  have  different  ideas  about  it. 
On  the  sections  adopted  by  the  Consulting  Board  they  are  about  12^ 
feet  wide. 

Senator  Morgan.  On  the  flat,  on  top? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  What  is  the  frontage  ? 

Geneml  Hains.  And  30  feet  high.  This  is  about  30  feet  high,  and 
that  is  about  12^  feet  across  there  [indicating]. 

Senator  Morgan.  Is  12^  feet  width  enough  to  carry  a  railroad  track  ? 

General  Hains.  I  do  not  think  it  would  be  advisable  to  put  railroad 
tracks  along  there,  on  all  of  those  places,  or,  in  fact,  on  many  of  them. 

1  do  not  suppose.  Senator,  that  it  is  necessary  for  me  to  refer  to 
Colonel  Black  8  reports.  I  have  his  reports  here,  but  if  you  do  not 
care  to  hear  about  them  1  will  pass  that  matter  over. 

Senator  Morgan.  I  think  we  had  better  get  all  the  information  we 
can  while  we  are  at  it. 

Senator  Kittredge.  State  the  substance  of  them,  at  least. 

General  Hains.  I  can  hardly  state  the  substance,  Senator.  I  will 
just  take  two  brief  paragraphs  from  his  reports.    Here  is  a  report  that 
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he  made — a  general  report  bj'  Major  Black.     I  will  just  look  at  the 
date  of  it. 

Senator  Kittredge.  Is  that  made  to  u«,  General  ? 

General  Hains.  No;  it  is  made  to  the  Isthmian  Canal  Commission. 
It  was  about  the  time  that  the  canal  was  taken  over  by  the  United 
States.  He  had  been  down  there  a  3'ear  keeping  account  of  the  work 
that  was  being  done  by  the  French  company. 

Senator  Morgan.  He  was  ^'guardian  ad  hock;"  he  was  guardian 
over  the  establishment  until  we  took  it  over? 
•  General  Hains.  Here  is  what  he  says  about  slips  in  the  cut: 

**The  adopted  project  calls  for  terraced  side  slopes  above  the  water 
level,  with  levels  5  meters  wide,  spaced  vertically  10  meters  apart, 
and  slopes  between  these  levels  with  an  inclination  of  5  vertical  to 
2  horizontal,  excepting  in  clay' at  the  top,  where  the  inclination  is  2 
vertical  to  3  horizontal.  These  slopes  have  proved  too  steep  in  many 
instances,  and  falls  of  rock  and  clay  have  been  frequent.  W  hen  these 
falls  took  place  from  the  slopes  of  finished  sections  efforts  were  made 
to  rebuild  the  slopes  and  restore  the  broken  levels  with  dry  rubble 
masonry  or  with  ripmp.  It  is  rare  where  this  work  has  remained  in 
place.  The  force  in  my  charge  was  too  small  to  keep  an  accurate 
account  of  all  of  this  kind  of  work  done,  which  must  be  classed  as 
useless.  For  two  points,  however,  it  is  possible  to  give  a  fairly  accu- 
rate estimate. 

''  In  Mav  a  slide  took  place  on  the  east  side  of  the  cut,  at  kilometer 

That  is  a  position  that  the  map  can  show,  as  to  where  it  was.  [Read- 
ing:] 

^'Carrying  away  parts  of  levels  67  and  75.  Work  was  begun  at 
once  to  restore  these  slopes  and  levels  by  building  a  dry  rubble  wall. 
The  wall  fell  once  shortlv  after  it  was  started,  and  in  part  once  after 
completion.  It  was  finally  repaired  in  July,  and  stood  fairly  well 
until  November,  when  it  was  again  carried  away  and  has  not  yet  been 
restored. 

''Another  fall  took  place  in  May  on  the  east  side,  at  kilometer 
55+110,  carrying  awa\-  portions  of  levels  67  and*  75.  An  effort  wa^ 
also  made  here  to  restore  level  75.  This  work  was  also  carried  awa^' 
in  October. 

"  During  the  months  of  May,  June,  July,  and  August  a  force  was 
employed  on  this  work  at  a  cost  of  $822.70  Colombian  silver.  Other 
work  of  the  same  kind  was  done,  but  it  has  been  impossible  to  obtain 
data  on  which  to  base  an  estimate  of  its  cost." 

In  another  part  of  that  same  report  he  says: 

''  None  of  the  black  rock  of  the  heart  of  the  Culebra  Hill  has  been 
found  at  a  depth  below  +45  on  the  east  side  of  the  cut,  or  below  +50 
on  the  west  side.  Blue  clay  underlies  it.  This  fact  should  be  con- 
sidered carefully  in  making  projects  for  the  slopes  of  the  finished 
work.  The  effect  of  the  lack  of  homogeneity  in  the  material  forming 
the  slopes  is  to  make  it  impracticable  to  hold  a  continuous  steep  slope. 

"Slij)s  occur  where  the  different  formations  abut,  and  also  where  a 
previous  layer  is  found  beneath  the  surface  to  which  water  can  find  its 
WSL}\  When  the  tinal  project  is  made  the  question  of  slope  of  the 
bank  must  be  left  for  local  determination.  Each  section  should  have  a 
treatment  best  suited  to  the  material  of  which  it  is  composed.  No 
money  should  be  expended  in  attempting  to  obtain  regularity  of  slopes. 
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When  a  stable  slope  is  obtained  in  a  finished  section  it  should  be 
planted  with  vegetation.  The  upper  surface  of  all  level(s)  for  a  dis- 
tance of  at  least  200  noieters  from  the  supetior  crest  should  be  kept 
carefully  drained.  During  operations  working  levels,  when  needed, 
should  be  kept  at  least  10  meters  wide." 

I  only  quote  this  to  show  that  it  is  a  mistake  to  suppose  that  there 
are  no  slips. 

The  Chairman.  General,  is  that  an  official  document? 

General  Hains.  Yes,  sir. 

(General  Hains  was  requested  by  the  committee  to  obtain  a  dozen 
copies  of  the  report  for  the  use  of  the  committee,  and  stated  that  he 
would  do  so.) 

The  Chairman.  Now,  General,  kindly  proceed  with  your  statement. 

General  Hains.  Another  reason  for  preferring  the  lock  canal  is  that 
it  aflfords  a  better  regulation  of  the  Chagres  during  freshets.  The 
regulation  of  the  Chagres  River  during  freshets  is  a  veiT  important 

Question.  The  lack  of  preparation  on  the  part  of  the  French  in  the 
rst  case — that  is,  under  the  De  Lesseps  Company — was,  1  think, 
largely  due  to  the  fact  that  they  did  not  provide  for  a  good  regulation 
of  the  freshets.  This  large  lake,  which  is  over  103  or  104  miles.  I 
think,  in  area,  is  so  large  that  all  these  freshets  that  come  in  from  the 
little  streams  or  from  the  Chagres  River  itself  come  in  there  and  cause 
no  trouble  at  all,  because  these  freshet  waters  are  dumped*  right  into 
still  water,  and  there  is  no  trouble  about  it,  except  that  it  rises  a  little. 
But  it  takes  a  great  deal  of  water,  you  know,  to  make  a  foot  of  rise 
on  a  lake  that  is  104  miles  in  area;  and  then  they  have  the  spillway  to 
regulate  the  flow,  anvway. 

1  have  already  spoken  of  the  currents  in  the  sea-level  canal;  and 
that  is  another  reason  whv  I  prefer  the  other,  the  lock  canal.  There 
are  no  currents  in  the  Iock  canal.  The  lock  canal  is  the  kind  of  canal 
that  is  ordinarily  understood  when  we  use  the  word  ''  canal."  A  canal 
does  not  generally  have  a  swift  current  in  it,  and  there  is  no  current 
in  that  canal;  so  that  that  is  another  reason. 

Senator  Kittredge.  Do  you  call  a  current  moving  at  the  rate  of 
2i  miles  an  hour  a  swift  current? 

General  Hains.  Yes,  sir;  I  do.     For  a  big  shjp.  I  do. 

Senator  Ankext.  Do  we  understand.  General,  that  this  drift  of  the 
Chagres  waters  will  make  what  we  call  at  sea  a  2i-mile  drift?  You 
had  some  computation  of  your  own  about  the  Chagres  waters  that  I 
do  not  understand;  but  is  it  what  a  seaman  would  call  a  2i-mile 
current  i 

General  Hains.  A  2i-mile  current;  yes,  sir. 

Senator  Ankeny.  You  have  to  meet  that  to  stand  where  you  are  ? 

(ieneral  Hains.  That  is  what  you  have  to  do.  If  you  are  sailing 
with  the  current  you  have  to  keep  steerageway  in  that  current,  and 
that  necessitates  your  going — well,  if  you  wanted  to  make  4  miles  an 
hour  against  that  current  you  would  be  making  only,  really,  li. 

Senator  Ankeny.  In  other  words,  vou  have  to  meet  the  2i-mile 
drift? 

General  Hains.  That  is  what  you  have  to  do. 

Senator  Ankeny.  Yes;  thank  you. 

General  Hains.  There  is  another  reason  which,  perhaps,  many  per- 
sons will  regard  as  not  a  ver}'  strong  one,  but  I  think  it  is  a  reason  of 
i^onie  account — that  a  sea-level  canalafter  it  is  finished  is  not  finished. 
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That  is,  I  mean  that  that  sea-level  canal  (referring  to  majority  plan)  is 
not  finished,  and  it  never  will  be  finished;  and  there  is  ^oing  to  be  a 
constant  demand  for  widening  and  deepening  or  somethmg  or  other, 
and  I  think  it  is  going  to  be  a  drain  on  the  Treasury  which,  I  think,  is 
unnecessary. 

Another  reason  is  that  a  lock  canal  is  a  fresh-water  lake.  It  has  a 
large  fresh-water  lake  in  it;  and  while  this  may  not  be  of  great  value, 
still  it  is  a  good  thing  to  have  this  large  area  m  here  in  which  vessels 
can  anchor  and  clean  their  bottoms.  If  the  amount  of  commerce  that 
is  being  provided  for  ever  goes  through  that  canal  those  lakes  will  be 
very  useful  for  a  vessel  to  stop  and  clean  in. 

Senator  Ankeny.  Do  you  not  think,  General,  that  there  is  a  good 
deal  of  nonsense  about  fresh  water  relieving  a  ship  of  her  barnacles'^ 

General  Hains.  Fresh  water  does  not  relieve  a  ship  of  barnacles, 
Senator. 

Senator  Ankeny.  Can  you  not  clean  your  ship  in  any  other  place 
just  as  well,  then? 

General  Hains.  You  could,  in  fresh  water.  What  I  am  referring 
to  in  speaking  of  cleaning  is  the  destruction^f  the  marine  growth,  like 
grass,  that  forms  on  the  bottom  of  a  ship. 

Senator  Ankeny.  You  did  not  have  the  barnacle  altogether  in  mind, 
then  ? 

General  HHains.  No,  sir;  I  did  not  have  the  barnacle  in  mind. 

Senator  Ankeny.  But  you  are  familiar  with  what  is  so  often  said 
about  that? 

General  Hains.  Yes.  I  do  not  think  you  will  clean  oflf  the  barnacles 
down  there.  I  think  there  is  only  one  safe  way,  one  proper  way,  to 
clean  oflf  barnacles,  and  that  is  to  dock  your  ship. 

Senator  Ankeny.  Yes;  that  is  right.*^ 

General  Hains.  But  the  grass  and  that  stuflF  that  grows  on  a  vessel 
whenever  it  is  in  the  tropics  for  any  length  of  time  would  drop  off 
itself  in  fresh  water. 

Another  reason  is  that  the  lock  canal  can  be  deepened  more  readily 
and  widened  at  less  cost  than  the  sea-level  canal.  It  would  be  a  very 
slight  expense  to  raise  the  canal  walls  and  the  height  of  the  lock  gate« 
and  the  spillway  in  order  to  get,  say,  1  or  2  or  3  feet  additional, 
whereas  to  get  additional  depth  in  the  sea-level  canal  would  be  a  very 
expensive  operation. 

I  think  there  is  considerable  uncertainty  in  the  estimates,  from  this 
cause:  The  uncertain  elements  are  much  greater  in  the  case  of  a  sea- 
level  canal.  There  is  an  uncertainty  about  those  slopes  in  the  Culebra 
cut,  and  there  is  considerable  uncertainty  as  to  the  damage  you  will 
get  in  constructing  that  sea-level  canal.  Those  uncertainties  do  not 
appply  to  the  other  canal. 

Tne  sea-level  canal  also  has  a  large  amount  of  rock  excavation  below^ 
tide  level  in  it. 

There  is  another  point,  and  that  is  in  regard  to  the  claim  that  has 
been  made  that  the  lock  gates  in  the  sea-level  canal  can  be  kept  open 
half  the  time.  I  think  that  is  decidedly  an  error.  I  think  we  will 
find  in  the  Panama  Canal  just  the  same  thing  that  occurred  in  the  Kiel 
Canal.  They  thought  they  were  going  to  Keep  the  gates  open  there 
most  of  the  time,  and  the}^  find  that  they  can  not  do  it.  They  find  that 
they  have  to  keep  those  gates  closed.  I  have  not  a  drawmg  of  the 
gates,  but  1  suppose  you  understand  very  well  that  you  will  have  two 
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sets  of  gates,  one  working  in  one  direction  and  the  other  working  in 
the  opposite  direction. 

You  have  a  rise  and  fall  of  the  tide  on  the  Pacific  end,  and  a  con- 
stant level  in  your  canal,  or  very  nearly  constant,  and  this  rise  of  the 
tide  at  times  ranges  from  about  5  or  6  feet  above  mean  sea  level  to 
about  10  or  11  feet,  and  it  falls  from  about  5  to  6  feet  below  that 
plane,  making  a  total  oscillation  of  something  like — I  think  the  mini- 
mum there  is  about  9  or  10,  and  the  maximum  about  21. 

These  tides  occur  twice  a  day.  You  will  have  two  low  tides  and  two 
high  tides.  The  consequence  is  that  as  soon  as  the  tide  begins  to  rise, 
say,  vour  gates  would  be  open,  your  canal  is  at  mean  sea  level,  and 
?ou  tave  your  gates  open,  and  that  is  the  level  on  the  Pacific  side. 
Vou  have  your  gate^  all  opened.  Now,  as  soon  as  the  tide  begins  to 
rise  you  must  close  them.  You  must  close  the  upper  ones  in  order  to 
lock  down.  There  will  be  great  difficultv  in  closing  those  gates  as 
soon  as  the  current  begins  to  run  through  there.  That  current  has 
l)een  found  at  the  end  of  the  Kiel  Canal  to  be  very  troublesome,  so 
that  now  they  keep  those  gates  closed  all  the  time.  The  conditions  are 
not  very  much  dinerent  there,  either,  because  thej^  do  not  have  as  much 
rise  and  fall  of  the  tides  as  we  have  at  Panama;  but  they  do  have 
strong  tides  that  cause  considerable  rises. 

Senator  Kittredge.  Accompanied  by  wind? 

General  Hains.  Yes,  sir. 

1  think  the  picture  of  a  vessel  damaging  the  canal  by  going  through 
the  locks,  plunging  down  through  a  gate,  and  all  that  sort  of  thing,  is 
very  much  overdrawn.  There  is  no  difliculty,  to  my  mind,  in  provid- 
ing a  temporary  structure  that  could  be  sunk  down  in  the  foundation 
just  ahead  of  the  upper  lock-gates,  so  that  in  case  anvthing  happened 
below  you  could  raise  it  just  like  you  raise  one  of  the  Stoney  gates. 
The  Stoney  gates  are  built  certainly  over  30  feet  wide,  I  know,  and  I 
do  not  know  how  much  wider;  but  a  caisson  could  be  sunk  into  the 
foundation  there  which  could  be  raised  without  any  great  trouble. 
That  would  cut  off  that  water  before  it  had  created  any  great  damage. 
I  do  not  mean  to  say  that  it  would  not  damage  anything  at  all,  but  it 
would  not  be  nearly  so  great  ad  one  might  suppose. 

As  to  the  difference  of  danger  in  time  of  war,  I  do  not  think  there 
is  much  difference.  I  think  a  neutral  canal  would  be  the  best  protec- 
tion that  you  could  give  it.  There  is  no  canal  down  there  that  is 
going  to  be  of  anv  use  to  the  United  States  unless  we  command  the 
Caribbean  Sea;  and  you  mav  fortify  it  all  you  please  and  it  will  not 
do  any  good.  You  will  merely  create  a  military  outpost  down  there 
whicli  is  hard  to  reach,  but  which  it  will  be  necessary  to  reach  and 
keep  up  communication  with,  and  it  would  hamper  the  Navy  to  such 
an  extent  that  I  think  the  efficiency  of  the  Navy  would  be  verj'^  much 
reduced. 

Senator  Kittredoe.  May  I  interrupt  you  right  there  'i  Do  I  under- 
stand you,  General,  to  say  that  you  think  that  in  the  event  of  war 
th'is  Government  would  be  better  off  without  the  canal  than  with  it? 

General  Hains.  No,  sir;  I  did  not  say  that. 

Senator  Kittredge.  Just  what  did  you  mean  by  your  last  statement  ? 

General  Hains.  I  spoke  of  a  neutral  canal.  I  say  that  I  do  not  think 
there  is  any  great  difference  as  to  the  danger  of  the  canal  being  destroyed, 
we  will  say,  temporarily  or  permanently,  during  war,  but  that  1  would 
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rather  depend  on  the  neutrality  of  the  canal  than  on  anything  else  to 
defend  it. 

Senator  Morgan.  But,  General,  you  do  not  think  a  neutral  canal 
there  is  possible  when  we  are  engaged  in  belligerency  with  a-  great 
power?  We,  as  a  neutral,  can  not  permit  the  vessels  of  any  great 
power  to  pass  through  there  when  we  are  at  war  with  it,  if  tney  are 
going  out  west  to  attack  our  Pacitic  coast,  or  coming  in  to  attacK  the 
Atlantic  coast  with  a  great  fleet,  can  we?  We  could  not  endure  that 
kind  of  neutrality. 

General  Hains.  Well,  Senator,  there  is  this  about  it:  Any  navy  that 
can  force  its  way  to  the  canal  is  going  to  render  the  canal  absolutely 
useless  to  us. 

Senator  Morgan.  W^hy,  of  course;  that  is  unquestionable.  We 
would  have  no  commerce. 

General  Rain's.  If  you  will  allow  me,  I  would  i-ather  pass  that 
matter  over  just  now. 

Senator  Morgan.  Yes. 

General  Hains.  Now,  I  want  to  speak  with  reference  to  the  slopes 
in  the  Culebra  cut. 

The  slopes  in  the  Culebra  cut  of  the  sea-level  project  above  the 
50-foot  berm — that  is  this  [indicating] — are  taken  as  3  vertical  to  2  base 
in  what  is  classed  as  rock,  and  1  vertical  to  2  base  in  earth  or  clay. 
Those  for  the  lock  project  are  the  same,  but  in  the  lock  project 
provision  is  made  for  an  extra  berm  for  every  160  feet  rise.  That 
IS,  they  have  an  extra  berm  here  for  every  rise  of  150  feet.  There  is 
not  much  of  a  distance  where  j^ou  have  over  150  feet,  but  you  can  see 
that  this  wide  berm  gives  a  good  chance  for  any  slips  that  may  occur. 

The  Chairman.  What  is  tne  width  there.  General,  at  the  top? 

General  Haii^^s.  Fifty  feet.  The  slopes,  therefore,  in  the  lock  plan 
are  flatter  and  safer  and  approach  more  nearly  those  heretofore  used 
for  estimating  purposes.  The  technical  committee  of  the  French 
company  adopted  slopes  of  about  1  on  1.  The  Isthmian  Canal  Com- 
mission of  1899  adopted  slopes  of  1  on  1.  Mr.  Wallace,  former  chief 
engineer  of  the  Panama  Canal,  in  his  estimates  adopted  slopes  above 
the  berm  of  1  on  1.  In  Mr.  Wallace's  report  of  February  1,  1905, 
made  to  the  Isthmian  Canal  Commission  (I  think  you  have  it  here;  I 
saw  somebody  ha,ve  it  yesterday),  he  gives  an  estimate  of  the  cost  of 
making  the  excavation  from  Bohio  to  Miraflores  for  a  sea-level  canal 
150  feet  wide  and  35  feet  deep,  with  berms  50  feet  wide,  and  with 
slopes  of  1  on  1  above  the  berm  and  1  on  2  below  it.  You  understand 
what  it  is— that  is,  1  on  2  in  that  lower  end  [indicating  on  map]. 

Senator  Ankeny.  What  degree  is  that? 

General  Hains.  One  on  2  would  be  about  30  degrees  to  the  hori- 
zontal, I  think  it  is.     This  is  1  on  2  [indicating]. 

Senator  AxKENY.  Forty-five  degrees? 

General  Hains.  No,  sir;  that  is  not  45.  This  other  is  45.  One  on 
1  is  45.     That  is  flatter. 

The  Quantity  of  excavation  between  Bohio  and  Miraflores  estimated 
byMr.  Wallace  for  a  sea-level  canal  is  given  as  250,000,000  cubic 
yards.  The  amount  of  excavation  is  for  a  canal  35  feet  deep  and  150 
feet  wide  at  the  bottom. 

The  estimate  of  the  Consulting  Board  for  this  portion  of  .the  sea- 
level  canal  is  176,CM)5,291  cubic  yards,  but  the  canal  is  40  feet  deep 
throughout  the  entire  distance  between  Bohio  and  Miraflores,  and 


INVESTIGATION   OP   PANAMA   CANAL   MATTERS.  2105 

more  than  one-half  of  it  is  200  feet  wide.  In  other  words,  the 
estimated  excavation  for  this  part  alone  of  the  larger  canal  is  about 
74,000,000  cubic  yards  less  than  the  smaller  one.  Sow,  had  the  esti- 
mate of  the  Consulting  Board  been  based  on  the  same  slopes  that  were 
used  by  Mr.  Wallace  in  his  estimates  for  this  portion  of  the  canal,  the 
total  quantity  of  excavation  would  not  have  been  less  than  about 
2H5,000,000  cubic  yards. 

I  do  not  claim  t6at  Mr.  Wallace's  estimates  are  more  nearl}''  correct 
than  those  of  the  majority  of  the  Consulting  Board,  but  thej'^  are  cer- 
tainly safer  estimates.  The  errors,  if  any,  are  more  likely  to  be  on 
the  sade  side,  and  the  liability  to  errors  is  great. 

The  engineering  committee  of  the  Isthmian  Canal  Commission,  in 
its  report  of  February  14,  1905,  adopted  Mr.  Wallace's  estimates  for 
that  portion  of  the  canal,  as  will  be  seen  by  the  resolution  unani- 
mously adopted  by  that  committee  and  referred  to  on  page  14  of  their 
renort. 

Has  any  new  data  been  brought  to  light  that  justifies  the  use  of 
these  steeper  slopes  in  estimating  the  quantities  of  excavation  i  I  cer- 
tainly know  of  none,  and  I  am  quite  sure  that  the  character  of  the 
material  has  not  changed  within  tpe  past  year. 

1  speak  of  this  for  the  purpose  of  showing  that  the  sea-le\'el  advo- 
cates have  adopted  much  steeper  slopes  than  have  ever  been  used  here- 
tofore for  estimating  purposes. 

Xow,  these  slopes  mav  stand.  I  do  not  say  that  they  will  not;  but 
1  think  it  is  very  unsafe  to  adopt  such  steep  slopes  when  there  is  a 
good,  strong  possibility  that  they  will  not  stand. 

Senator  Kittredge.  In  other  words,  you  would  eliminate  all  possi- 
ble danger? 

Greneral  Hains.  Well,  1  do  not  think  I  would  eliminate  it  altogether 
by  taking  slopes  of  1  on  1;  but  I  think  I  would  come  nearer  to  elimi- 
nating it  than  by  taking  anything  steeper. 

Senator  Kittredge.  In  other  words,  you  would  advise  us  to  take 
the  absolutely  sure  course? 

General  Hains.  Well,  I  do  not  know  that  1  on  1  is  absolutely  surej 
but  it  is  certainly  safer  than  any  steeper  slope,  and  1  on  1  is  the  slope 
that  has  been  adopted  heretofore  in  all  the  estimates — about  1  on  1. 
The  French  had  very  nearly  the  same  thing;  we  had  the  same  thing — 
that  is,  the  Isthmian  Canal  Commission  had  the  same  slopes,  and  Mr. 
Wallace  used  the  same  slopes,  but  the  Consulting  Board,  after  their 
examination,  came  to  the  conclusion  that  you  could  put  in  a  great  deal 
steeper  slopes. 

Senator  Kittredge.  You  advise  taking  the  safe  course? 

General  Hains.  I  advise  taking  the  safer  course. 

Senator  Kittredge.  And  that  is  true  of  every  matter,  1  suppose, 
connected  with  the  canal  proposition  ? 

General  Hains.  Well,  I  do  not  know  that  that  would  be  true.  There 
might  be  some  things  where  the  total  advantages  on  one  side  would 
outweigh  a  course  tnat  would  be  perfectly  safe,  and  you  might  be  will- 
ing to  take  some  risks  on  something;  and  possibly  you  would  take 
risks  on  this.  I  would  prefer  not  to,  in  the  estimates.  I  am  onl^ 
speaking  of  the  estimates.  The  tendency  of  this  is  to  reduce  the  esti- 
mate of  the  sea-level  project  to  a  greater  extent,  proportionatel}^  than 
the  estimates  for  the  lock-canal  project. 
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Senator  KiTTREDGE.  In  other  words,  ''in  case  of  doubt  take  the 
safe  course."    Is  that  it? 

General  Hains.  No;  I  do  not  say  that  exacth',  either.  In  respect  of 
the  expenditure  of  so  much  money,  I  think  the  estimates  for  the  sea- 
level  project  will  certainly  be  something  like  $150,000,000 — from 
$125,000,000  to  $150,000,000,  say— more  than  for  the  other  canal. 
That  is  my  opinion;  and  I  do  not  see  that  there  is  sufficient  reason  for 
spending  that  additional  money,  even  though  the  sea-level  canal  had 
some  advantages. 

As  another  reason,  I  think  that  the  lock  canal  is  really  a  shorter 
canal  than  a  sea-level  canal.  By  cutting  off  through  here  [indicating] 
you  can  reduce  the  length  of  that  canal  1  mile.  That  does  not  amount 
to  much,  but  still  it  is  something. 

I  think  there  is  another  objection.  I  think  that  in  a  great  project 
like  this,  involving  a  large  expenditure  of  money,  extended  over  a 
prolonged  period,  the  people  may  become  tired  of  appropriating 
money  and  \'efuse  to  complete  it.  I  do  not  think  that  is  an  imaginary 
proposition. 

Senator  Morgan.  That  is  where  the  whole  work  is  going  to  break 
down  unless  we  succeed  in  getting  something  that  they  can  under- 
stand, and  that  they  feel  that  they  can  face.  It  will  all  "go  to  pot'' 
unless  we  do  it. 

General  Hains.  I  have  a  note  here  on  the  subject  of  the  opinions 
of  different  engineers  on  this  subject. 

The  first  canal  that  was  attempted  to  be  built  oh  the  Isthmus  was  a 
sea-level  canal,  substantially  the  same  sea-level  canal  that  is  now  pro- 
posed by  the  majority  of  the  Board  of  Consulting  Engineers.  It  occu- 
pies the  same  location  in  the  territory.  It  provides  for  a  high  dam  at 
Gamboa  and  the  holding  back  of  the  waters  of  the  Chagres  River  above 
that  dam,  and  differs  from  that  of  the  Consulting  Board  only  in  f^me 
of  its  details.  The  plan  of  the  Consulting  Board,  of  course,  enlarges 
that  of  the  first  French  company,  and  extensive  changes  are  made  at 
the  two  harbors;  but  essentially  it  is  the  old,  discredited  De  Lesseps 
project  of  the  sea-level  canal  revived,  with  enlargements  and 
modifications. 

After  the  failure  of  the  first  company  a  body  of  engineers  known 
as  the  Commission  d'Etudes,  composed  of  eleven  engineers  eminent  in 
their  profession  in  Europe,  was  organized  by  the  Liquidator  in  1889. 
After  a  careful  study  of  the  technical  questions  involved  in  the  prob- 
lem of  the  canal,  it  rendered  its  report  in  1889.  This  commission 
reported  in  favor  of  the  abandonment  of  the  sea-level  canal  and  the 
adoption  of  a  project  for  the  completion  of  a  canal  with  locks.  Sub- 
sequently another  commission,  known  as  the  Comite  Technique,  was 
organized,  composed  of  fourteen  engineers,  manv  of  them  engineers 
of  the  highest  standing  in  the  civilized  world.  They  made  a  report  in 
1898,  recommending  a  lock  canal. 

Another  commission,  known  as  the  Comite  Statutaire,  composed  of 
five  members,  and  all  except  one  of  them  being  new  men,  reported  in 
favor  of  a  lock  canal.  Later  the  Isthmian  Canal  Commission  rejected 
the  sea-level  plan  and  adopted  the  lock  plan.  There  were  six  engineers 
in  that  Commission,  so  that  there  were  no  less  than  thirty-four  engineers 
opposed  to  the  sea-level  plan.  It  is  l^elieved  that  the  weight  of  evidence 
against  the  sea- level  project  and  in  favor  of  the  lock  project  can  not  be 
ignored  in  making  a  decision. 
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Here  follow  the  names  of  the  engineers  referred  to.  I  will  not  read 
them,  because,  in  fact,  1  do  not  telieve  1  could  pronounce  them  all 
correctly,  any  way. 

Senator  Morgan.  They  will  go  into  the  record,  though. 

General  Hains.  But  there  they  are. 

Senator  Morgan.  Lamberton  was  one  of  them,  was  he  not? 

General  Hains.  No,  sir. 

(By  direction  of  the  committee,  the  following  names,  referred  to 
above  by  General  Hains,  are  printed  as  a  part  of  the  record): 

M.  Guillemain,  inspector-general  and  director  of  the  National  School 
of  Bridges  and  Koutes  of  Communication. 

M.  Cnaper,  engineer  in  the  corps  of  mining  engineers. 

M.  Cousin,  engineer  in  the  corps  of  bridges  and  routes,  of  Belgium, 
and  professor  in  the  University  at  Louvain. 

M.  V.  Daymard,  fornjerly  naval  engineer,  chief  engineer  of  the 
Trans- Atlantic  Steamship  Company.* 

M.  Descubes  Du  Chatenet,  engineer  in  the  corps  of  mining  engi- 
neers. 

M.  Germain,  hydrographic  engineer  of  the  navy. 

M.  Holtz,  chief  engineer,  and  professor  in  the  National  School  of 
Bridges  and  Koutes  of  Communication. 

M.  Lagout,  engineer  in  the  corps  of  bridges  and  routes  of  com- 
muni5ation. 

M.  Nivoit,  chief  engineer  in  the  corps  of  mining  engineers,  and 
professor  in  the*  National  School  of  Bridges  and  Koutes  of  Communi- 
cation. 

M.  Kenoust  Des  Orgeries,  inspector-general  in  the  ^orps  of  bridges 
and  routes  of  communication,  retired. 

M.  Van  Zuylen,  colonel  of  engineers,  and  formerly  chief  engineer 
of  the  army  of  Holland  in  the  East  Indie;^. 

M.  Robaglia,  inspector-general  of  the  corps  of  bridges  and  routes 
of  communication,  retired. 

M.  Bouvier,  inspector-geneitil  of  the  corps  of  bridges  and  routes  of 
communication,  retired. 

Gen.  H.  L.  Abbot,  colonel  of  the  Corps  of  United  States  Engineers, 
retired. 

M.  Castel,  inspector-general  of  the  corps  of  mines,  retired. 

M.  Fargue,  inspector-general  of  the  corps  of  bridges  and  routes  of 
communication,  retired. 

M.  Ftely,  chief  engineer  of  the  aqueduct  commission  of  New  York 
City,  and  past  president  of  the  Society  of  Civil  Engineers. 

M.  Fulscher,  consulting  engineer  of  the  ministrv  of  public  works  of 
Prussia,  and  fonnerly  chief  engineer  of  the  Kiel  Canal. 

M.  Hersent,  civil  engineer,  constructing  the  new  docks  at  Antwerp. 

M.  Hunter,  chief  engineer  of  the  Manchester  Ship  Canal. 

M.  Koch,  consulting  engineer  of  public  works,  director  of  the 
Technical  Academy  at  Darmstadt.  Formerly  technical  member  of  the 
imperial  commission  of  the  Kiel  Canal. 

M.  Jules  Martin,  inspector-genei*al  of  the  corps  of  bridges  and 
routes  of  communication,  retired. 

M.  Skalkowski,  formerly  director  of  the  department  of  mines  in  the 
ministry  of  agriculture  and  State  property  of  Kussia. 

M.  Sosa,  chief  engineer  of  Colombia  (graduate  of  the  Troy  Poly- 
technic Institute,  New  York). 
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M,  Paul  Etienne,  chief  engineer  of  the  corps  of  bridges  and  routes 
of  communication. 

M.  Joseph  Barba,  formerl}^  engineer  in  the  French  navy  and  chief 
engineer  at  the  iron  works  at  Creusot. 

M.  Marcel  Bertrand,  member  of  the  Institute  of  France,  chief  engi- 
neer in  the  corps  of  mines,  and  professor  of  geology  at  the  National 
Higher  School  of  Mines. 

M.  Philippe  Zurcher,  chief  engineer  of  the  corps  of  bridges  and 
routes  of  communication. 

Mr.  George  S.  Morison. 

Lieut.  Col.  Oswald  H.  Ernst,  Coqjsof  Engineers,  U.  S.  Army. 

Mr.  Lewis  M.  ELaupt,  civil  engineer. 

Mr.  Alfred  Noble,  civil  engineer.  \ 

Col.  Peter  C.  Hains,  Corps  of  Engineers,  U.  S.  Army. 

Mr.  William  H.  Burr,  civil  engineer. 

General  Hains.  In  this  connection  I  quote  the  following  extract 
from  a  letter  from  Chief  Engineer  Stevens.     He  states  in  the  letter 
that  "of  the  engineers  who  are  now  on  the  Isthmus  in  the  employ         j 
of  the  Commission,   of  all   ranks,  of  all  degrees  of  experience  anH         | 
knowledge,  I  have  yet  to  find  a  single  man  who  is  in  favor  of  a  sea-         ! 
level  canal.     Most  of  them  are  very  outspoken  against  such  a  proposi- 
tion; and  while  it  may  be  said  that  they  are  not  world-wide  men  in 
technical  knowledge  and  experience,  I  claim  that  an  intimate  knowl- 
edge of  the  conditions  obtained  by  a  residence  of  months  and  years  on 
the  ground  is  of  far  more  value  than  any  theories  or' any  conclusions 
which  may  be  drawn  from  existing  works  in  other  parts  of  the  world 
which  bear  not  the  slightest  resemblance  to  the  proposition  at  Panama." 

Senator  Kittredge.  Will  you  give  the  date  of  that  letter? 

General  Hains.  December  19. 

Senator  Kittredge.  To  wjbom  was  it  addressed? 

General  Hains.  To  the  chairman  of  the  Commission. 

Senator  Kittredge.  Will  3^ou  please  have  that  entire  letter  sent  up? 

General  Hains.  I  suppose  the  chairman  will.  The  chairman  of  tne 
Commission  will  send  it  to  you,  I  suppose. 

Senator  Kittredge.  Will  you  see  that  it  is  done? 

General  Hains.  I  shall  speak  to  him  about  it;  yes. 

Senator  Kittredge.  Returning  to  the  question  I  asked  you  before 
vou  began  to  make  vour  statement  and  relating  to  the  matter  that  you 
have  just  mentioned,  I  call  your  attention  to  an  article  by  Rear- Admiral 
Chester,  found  in  the  National  Geographic  Magazine  for  October,  1905, 
vol.  16,  No.  10,  and  read,  as  follows: 

"  While  on  the  Isthmus  during  the  latter  part  of  1887  I  ventured  to 
ask  Mr.  Charles  de  Lesseps,  who  was  then  the  company's  manager,  if 
he  really  expected,  as  was  then  widely  published,  that  the  canal  would 
be  completed  the  following  year.  He  replied  that,  while  he  would  not 
like  to  have  it  known,  he  did  not  mind  telling  me  that  in  order  to  com- 

Slete  it  at  that  time,  as  well  as  to  procure  a  revenue  for  continuing 
iggingdown  to  sea  level,  the  company  might  be  forced  to  the  lock  sys- 
tem of  construction.     This  would  surely  be  accomplished  in  the  end  " — 
that  is,  the  sea-level  proposition. 
General  Hains.  On,  yes. 

Senator  Kittredge.  I  move  that  we  adjourn  until  half  past  2. 
Senator  Morgan.  Just  one  question  before  we  go. 
The  Chairman.  All  right.  Senator. 
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Senator  Morgan.  General,  if  the  country  between  Gamboa  and 
Pedro  Mieuel  was  as  open  and  as  easy  of  being  cut  through  by  digging 
or  by  dredging  as  the  country  between  Bohio  and  Gamboa,  would  you 
prefer  a  lock  canal  across  between  Gamboa  and  Pedro  Miguel  to  a  sea- 
level  canal  through  that  same  area? 

General  Hains  (after  a  pause).  I  do  not  know  that  I  could  answer 
your  question  offhand;  but  I  am  rather  inclined  to  think,  Senator, 
that  I  would  prefer  a  sea-level  canal  under  those  circumstances. 

Senator  Morgan.  That  is  all  1  wanted  to  ask. 

(The  committee  thereupon  took  a  recess  until  2.30  o'clock  p.  m.) 

AFTER  RECESS. 

STATEMENT  OF  BBIO.  OEN.  PETEE  C.  HAIH8— Continued. 

The  Chairman.  General,  are  you  through  with  your  statement? 
Had  you  finished  when  we  took  tne  recess? 

General  Hains.  I  do  not  think  there  is  anything  else  that  1  care  to 
speak  about. 

The  Chairman.  Senator  Morgan,  will  you  take  the  matter  up  with 
the  General  ? 

Senator  Morgan.  Yes.  General,  you  were  on  the  Board  of  Con- 
sulting Engineers,  were  you  ?  *  • 

General  Hains.  No,  sir. 

Senator  Morgan.  You  were  on  the  Commission? 

General  Hains.  I  am  on  the  Commission. 

Senator  Morgan.  The  only  questions  that  were  submitted  to  the 
Commission  with  respect  to  the  t^'pe  of  the  canal  were  a  lock  canal 
over  the  entire  width  of  the  Isthmua  or  a  sea  level  canal  under  the 
entire  width  of  the  Isthmus,  were  the}'^  not? 

General  Hains.  Well,  there  were  several  different  types  of  lock 
canals.  ^ 

Senator  Morgan.  But  I  speak  of  the  question  submitted  by  the 
President. 

General  Hains.  He  directed  us  to  submit  such  plans  as  had  been 
proposed  to  or  might  be  proposed  by  us  to  the  Consulting  Board. 

Senator  Morgan.  Well,  the  only  two  plans  you  conferred  about  were 
a  lock  canal  and  a  sea-level  canal  i 

General  Hains.  Those  are  the  only  things  that  you  could  have.  It 
is  a  question  between  a  canal  with  locks  or  a  sea-level  canal. 

Senator  Morgan.  A  canal  with  locks  meant  a  canal  with  locks  clear 
across  the  Isthmus? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  Not  partially  across? 

General  Hains.  No,  sir. 

Senator  Morgan.  You  did  not  confer  together  or  consult  together 
about  the  question  of  a  canal  that  would  be  partly  a  sea-level  canal  and 
partly  a  lock  canal? 

General  Hains.  Yes,  sir ;  we  did  that.  You  know  the  project  of 
the  Isthmian  Canal  Commission  itself  is  partly  a  sea-level  canal. 

Senator  Morgan.  How  far  ? 

General  Hains.  From  Bohio  to  the  Atlantic  it  is  sea-level,  and  from 
Miraflores  to  the  Pacific  it  is  sea-level. 
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Senator  Morgan.  That  is  the  old  Isthmian  Canal  proposition.  That 
is  what  you  mean  ? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  The  proposition  of  the  Walker  Exploration  Com- 
mission 'i 

General  Hains.  Ye«,  sir.    That  was  the  French  project,  too. 

Senator  Morgan.  -With  a  dam  and  locks  at  Bohio? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  And  at  Pedro  Miguel  and  Miraflores  on  the  other 
side? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  Then  it  would  be  dredged  out  to  a  sea-level  canal 
from  that  out  if 

General  Hains.  To  sea  level  from  that  out.  , 

Senator  Morgan.  The  canal  as  recommended  by  the  Walker  Com- 
mission of  exploration  was  a  sea-level  canal  to  Bohio? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  And  a  lake  canal  from  that  up  across  the  divide? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  With  an  85-foot  elevation? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  And  then  a  sea-level  canal  from  Miraflores  out 
into  the  Pacific — out  into  the  bay? 

General  Hains.  Yes,  sir.      • 

Senator  Morgan.  If  you  had  absolute  certainty  of  putting  in  a  dam 
at  Bohio  would  j'ou  not  be  disposed  to  adher  to  that  plan? 

General  Hains.  I  would  be  willing  to  build  that  plan,  but  I  think 
with  a  good  lock  site  at  Gatun  I  would  prefer  to  build  the  Gatun  lake 
rather  than  the  Bohio  lake. 

Senator  Morgan.  Yes;  with  a  good  lock  site? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  And  how  about  a  dam  site? 

General  Hains.  And  a  good  dam  site. 

Senator  Morgan.  I  suppose,  of  course,  you  have  examined  carefully 
and  exhaustively  the  proposed  site  for  a  dam  at  Gatun  and  the  site  for 
a  spillway  cut  througn  the  hill  there? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  And  the  site  for  the  locks  on  the  right  bank  of 
the  Chagres? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  Have  you  no  misgivings  as  to  the  canal  that  is 
proposed  to  be  built  there,  as  to  its  permanency  ? 

General  Hains.  No,  sir;  1  think  tne  dam  will  be  permanent,  and  the 
site  for  the  locks  is  a  good  one. 

Senator  Morgan.  Does  it  furnish  an  extensive  length  of  earth,  with 
sufficient  foundation  for  three  twin  locks  in  flight,  to  accommodate  a 
ship  900  feet  long? 

General  Hains.  Ample. 

Senator  Morgan.  You  have  made  measurements,  and  you  have  sat- 
isfied yourself? 

'  General  Hains.  I  have  examined  the  drawings  that  we  have,  and 
when  that  question  was  raised  a  short  time  ago — a  few  days  ago,  in 
fact — Mr.  Stevens  was  asked  to  report  on  it,  and  he  made  a  report.    I 
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believe  the  substance  of  it  was  read  yesterday  by  General  Ernst,  say- 
ing that  there  was  room  enough  to  put  a  flight  of  three  locks  in  tan- 
dem, and  have  each  lock  over  1,100  feet  long. 

Senator  Moroax.  To  be  permanent  and  satisfactory  and  safe,  within 
engineering  comprehension  and  calculation,  those  locks  should  be 
underlaid  bv  a  rock  foundation  ? 

General  IIains.  Yes,  sir;  that  is  what  they  are. 

The  Chairman.  Senator  Morgan,  there  is  a  paper  that  was  sent  into 
the  room  this  morning  bv  Mr.  Shonts,  and  I  thmk  I  will  hand  it  to 
General  Hains,  and  he  might  read  it  and  have  it  go  into  the  record. 
It  seems  to  pertain  to  the  Gatun  dam  [handing  paper  to  General 
Hains]. 

General  Hains.  I  have  never  seen  this  cablegram. 

The  Chairman.  One  is  a  cablegram  from  Mr.  Shonts  to  Mr.  Ste- 
vens, the  chief  engineer,  and  the  other  is  the  reply  from  Mr.  Stevens 
to  Mr.  Shonts. 

General  Hains  (reading): 

.    Isthmian  Canal  Commission, 

Washingtmi^  March  26,  1906. 
Sir:  I  have  the  honor  to  transmit,  for  the  information  of  your  com- 
mittee, the  following  cable  correspondence: 

"Stevens:  Wallace  condemnea  Gatun  site  because  rock  foundation 
unobtainable  and  indurated  clay  with  gravel  bowlders  and  sand  below 
not  sure  protection  against  seepage.  Flatly  contradicted  Stearns  and 
declared  permanency  earthwork  dams  on  Isthmus  not  demonstrated 
by  experience  because  of  different  conditions.  Said  three  locks  in 
flights  dangerous,  because  required  continuous  construction  concrete 
approximately  mile  long,  and  unless  material  uniform  settlement  be 
unequal,  with  disastrous  results. 

''Shonts. 
"March  23,  1906." 


"Shonts:  In  regard  to  Wallace's  testimony,  character  of  foundation 
Gatun  locks  absolutely  prohibits  the  slightest  chance  of  any  settlement. 
This  can  not  be  too  strongly  emphasized. 

''Stevens." 
March  24,  1906. 

Very  respectfully,  T.  P.  Shonts, 

Chairman. 

Hon.  Joseph  H.  Millard, 

Chairman  Senate  Comm,ittee  on  Tnteroceanic  CanaU^ 

United  States  Senate,  Washington,  Z>.  C 

Senator  Morgan.  Well,  as  far  as  that  goes,  it  is  first  a  statement  as 
to  what  Mr.  Wallace's  testimony  was. 

General  Hains.  Yes. 

Senator  Morgan.  In  which,  I  think,  he  does  not  represent  Mr.  Wal- 
lace correctly,  as  the  record  will  show.  The  balance  of  it  is  not  the 
statement  of  any  fact,  but  the  statement  of  an  opinion.  Do  ^ou 
know  any  fact  to  show  that  a  rock  foundation — and  I  am  not  talking 
about  an  indurated  clay  foundation — that  a  rock  foundation  can  be  haa 
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for  those  locks  at  the  site  of  the  Gatun  dam,  to  be  practically  a  mile 
long?  Have  you  seen  any  borings  that  would  disclose  that  there  was 
a  rock  foundation  there  practically  a  mile  long? 

General  Hains.  No,  sir;  I  have  not  seen  the  borings.  1  under- 
stand that  Mr.  Stevens  has  made  a  number  of  borings,  but  we  have 
not  had  a  report  of  them. 

Senator  Morgan.  You  do  not  know  what  they  are? 

General  Hains.  No,  sir;  I  do  not. 

Senator  Morgan.  Running  a  line  a  mile  lone,  in  which  to  put  three 
locks  of  1,100  feet  you  would  not  know  how  deep  you  woula  have  to 
go  beneath  the  level  of  those  locks  to  strike  rock  ? 

General  Hains.  1  do  not  know  of  my  own  personal  knowledge,  no, 
Senator;  the  borings  heretofore  made  did  not  cover  the  whole  of  the 
site.  They  changed  the  site  of  the  locks  slightly.  The  line  of  boring, 
however,  which  were  made  a  little  at  an  angle  to  it  showed  good 
foundation. 

Senator  Morgan.  As  far  as  the  borings  extended? 

General  Hains.  Yes,  sir;  and  they  went  as  far  as  it  was  necessary  if 
the  locks  had  been  put  in  that  location. 

Senator  Morgan.  And  at  that  angle? 

General  Hains.  At  that  angle;  but  they  changed  it  and  swung  it 
around. 

Senator  Morg/n.  They  swung  it  around  so  as  to  make  it  more 
directly  parallel  to  the  general  course  of  the  canal  ? 

General  Hains.  I  think  that  was  it.     I  think  so;  ves. 

Senator  Morgan.  The  first  proposition  would  have  brought  the 
ships  into  the  locks  at  an  angle  to  the  canal? 

General  Hains.  Yes;  it  runs  off  that  way,  and  they  put  it  in  so  that 
it  will  run  off  in  that  wav  [indicating  on  map].     Yes;  that  is  correct. 

Senator  Morgan.  So  lar  as  this  committee  is  informed,  that  is  the 
opinion  of  Mr.  Stevens  without  its  being  supported  by  actual  borings 
wnich  he  has  described  to  you  in  any  way.  He  has  not  described  any 
borings  to  3'^ou? 

General  Hains.  Not  many  borings.  There  are  borings  that  are 
referred  to  in  the  report  of  Mr.  Maltby,  which  he  sent  up. 

Senator  Kittredge.  When  was  that  done?  When  was  the  report 
to  which  vou  referred? 

General  Hains.  I  think  they  were  made  last  November,  for  the 
Consulting  Board. 

Senator  Morgan.  Well,  we  have  to  leave  that  proposition,  as  I  take 
it,  as  the  matter  stands  before  the  committee  now,  for  the  want  of 
proper  information. 

I  will  now  turn  across  the  site  of  the  dam,  on  the  blueprint  here. 
In  passing  to  the  westward  from  the  site  of  the  locks  in  the  direction 
of  the  hill  through  which  the  waste  way  is  to  be  constructed  vou  pass 
a  gulch  that  appears  to  have  been  washed  out  of  the  indurated  clay,  in 
the  shape  of  an  inverted  cone,  that  is  put  down  on  this  blueprint  here 
as  being 

General  Hains.  That  is  that  one  over  here  [indicating  on  blueprint]. 
This  is  the  west  one  [indicating]. 

Senator  Morgan.  Is  that  the  west  one  ? 

General  Hains.  Yes;  that  is  the  first  one. 

Senator  Morgan.  Then  I  will  change  my  question.  You  pass  a 
gulch  that  is  bored  down  to  a  depth  of  210  feet  below  sea  level,  which 
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galch  is  how  wide  at  sea  level?  I  do  not  know  how  to  compute  it  on 
this  map. 

General  Hains.  Pretty  nearly  2,000  feet.  A  little  less  than  2,000 
feet  across. 

Senator  Morgan.  That  gulch  is  pretty  nearly  2,000  feet  across? 

General  Hains.  At  the  top;  yes. 

Senator  Morgan.  That  has  also  been  washed  out  of  the  indurated 
clay? 

General  Hains.  Well,  perhaps. 

Senator  Morgan.  It  is  there? 

General  Hains.  It  is  there. 

Senator  Morgan.  Have  you  any  better  way  to  account  for  it  than 
that  it  has  been  washed  out? 

General  Hains.  I  have  no  better  way  to  account  for  it,  but  I  do  not 
know  whether  that  was  the  way  it  was  formed  or  not. 

Senator  Morgan.  We  do  not  any  of  us  know,  but  we  have  to  take 
the  probabilities  and  compare  them  and  arrive  at  what  we  conceive  to 
be,  at  least,  a  fair  conclusion.  All  of  that  gulch  is  tilled  up  with 
permeable  material,  is  it  not? 

General  Hains.  No,  sir;  I  think  that  material  is  mostly  impermeable. 

Senator  Morgan.  Down  in  that  gulch? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  Where  is  the  permeable  part  of  it,  on  top — at  the 
upper  part? 

General  Hains.  Down  at  the  bottom.  The  most  permeable  part  is 
down  at  the  bottom. 

Senator  Morgan.  The  report  of  the  borings  there  is  that  at  the  depth 
of  50  feet  below  sea  level,  I  believe  it  is 

General  Hains.  About  that. 

Senator  Morgan  (continuing).  The  wells  that  were  driven  down 
for  the  purpose  of  ascertaining  whether  the  water  was  in  here  and  in 
here  [indicating  on  blueprint]  brought  up  water  at  a  uniform  level, 
or  about  a  unif  oito  level,  in  each  of  these  gulches.  The  engineers  who 
testified  here,  I  believe  all  of  them,  come  to  the  conclusion  that  the  water 
that  was  thus  forced  up  through  those  pipes  belonged  to  a  common 
body,  and  that  ^hat  went  up  through  the  pipes  in  this  deep  gulch  was 
the  same  body  of  water  that  went  up  through  the  pipes  in  the  shal- 
lower gulch,  and  that  therefore  there  was  some  substructure  or  sub- 
stratum that  was  permeable,  and  there  was  communication  on  each 
side  of  this  island.     Do  you  concur  in  that? 

General  Hains.  That  there  was  communication  ? 

Senator  Morgan.  Yes;  between  the  waters. 

General  Hains.  No,  sir;  I  do  not. 

Senator  Morgan.  You  do  not? 

General  Hains.  No,  sir. 

Senator  Morgan.  They  spoke  very  decidedly  about  that,  particu- 
larly Mr.  Wallace.  There  is  permeable  material,  though,  lying  at  the 
bottom  of  this  broad  gulch  tnat  I  have  just  described,  and  also  this 
narrower  one  which  runs  down  to  258  feet  below  sea  level? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  The  permeable  material  is  in  the  bottom  of  these 
gulches? 

General  Hains.  Yes,  sir. 
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Senator  Morgan.  Do  you  consider  that  there  is  no  necessity  for 
stopping  off  the  flow  of  water  in  the  permeable  material  or  otherwise 
obviating  it  or  obstructing  it  in  order  to  get  a  firm,  permanent  basis 
for  the  dam  that  reaches  across  both  these  gulches? 

General  Hains.  I  do  not  think  there  is  any  necessity  for  stopping 
that  seepage.  At  the  same  time  I  believe  that  seepage  can  be  stopped, 
and  at  no  great  expense,  either. 

Senator  Morgan.  How  would  you  proceed  to  do  it?  * 

General  Hains.  There  are  two  methods  that  I  have  in  mind  which 
are  practicable,  in  my  opinion.  One  is  to  force  cement  grout  down 
into  that  permeable  material — that  is,  it  is  coarse  sand,  which  will  fill 
up  the  interstices  and  solidify  the  whole  of  it,  making  it  practically 
rock.     I  do  not  regard  that  as  at  all  an  impracticable  undertaking. 

Senator  Morgan.  Let  me  ask  you  right  there  whether  vou  know  of 
any  great  dam  that  has  ever  been  filled  upon  such  a  foundation? 

General  Hains.  Such  a  foundation  as  tnat? 

Senator  Morgan.  Yes;  a  cement  foundation  pumped  into  the  bottom 
of  it. 

General  Hains.  No;  I  do  not  recall  any  where  any  seepage  has  been 
stopped  by  this  process — that  is,  for  any  great  depths.  The  Assiut 
dam,  on  the  Nile,  is  built  entirely  on  sand,  and  for  a  great  depth 
under  it — I  do  not  know  how  many  feet— but  for  a  great  depth  under 
it  there  is  nothing  but  sand,  all  of  which  is  water-bearingf,  with  a  pres- 
sure of  water  in  the  river  above  the  dam  considerably  above  that 
below  it. 

Senator  Morgan.  Are  you  speaking  of  the  dam  that  spans  the  Nile, 
or  the  dam  that  flanks  it? 

General  Hains.  It  spans  the  Nile  at  the  place  called  Assiut.  I  am 
not  speaking  of  the  Assuan  dam.     The  Assuan  dam  is  built  on  rock. 

Senator  Morgan.  Yes. 

General  Hains.  I  mean  one  up  near  Cairo.  This  dam  has  had  grout 
forced  under  it  to  so  solidify  the  material  to  a  depth  of  something  like 
30  feet,  1  think. 

Senator  Morgan.  Thirty  feet? 

General  Hains.  Yes,  sir. 

Senator  Hopkins.  And  below  that  is  the  sand,  through  which  the 
water  seeps  or  can  seep? 

General  Hains.  Yes;  it  is  supposed  to  seep  through  there,  but  it 
has  not  affected  the  stability  of  the  dam. 

Senator  Morgan.  Is  that  an  earth  dam  or  a  sand  dam,  filled  up  on 
top  of  that? 

General  Hains.  That  is  a  masonry  dam. 

Senator  Morgan.  A  masonry  dam  built  on  the  top  of  this 

General  Hains.  On  this  sand  foundation. 

Senator  Morgan.  Filled  with  grouting? 

General  Hains.  The  under  part;  yes,  sir.  The  underlying  sand  is 
filled  with  this  grouting. 

Senator  Morgan.  Like  a  rock  core  underlying  it? 

General  Hains.  Yes,  sir. 

Senator  Dryden.  How  long  has  that  dam  stood  there? 

General  Hains.  I  do  not  know  when  that  dam  was  built,  but  I  think 
it  was  built  more  than  ten  years  ago. 

Senator  Hopkins.  What  is  the  head  of  water? 
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General  Hains.  That  1  can  not  say. 

Senator  Morgan.  About  26  feet,  is  it  not? 

General  Hains.  I  would  not  like  to  say,  Senator.  It  is  a  matter 
that  can  be  determined  accurately.  I  do  not  carry  these  figures  in  my 
head  any  more  than  I  can  help^  because  I  find  that  if  I  try  to  do  it  I 
am  very  apt  to  make  mistakes. 

Senator  Morgan.  You  have  described  one  process  by  which  you 
would  undertake  to  intercept  the  water  down  there  at  the  base  of  these 
two  gulches.     Is  there  any  other  process  that  you  would  rely  upon? 

General  Hains.  Yes,  sir;  there  is  another  process  that  I  think  could 
be  applied  there.  That  is,  by  using  steel  sheet  piling.  If  you  will  let 
that  stand  over  for  a  few  minutes.  Senator,  I  have  sent  down  for  a 
specimen  of  this  sheet  piling,  from  which,  when  it  is  sent  up  here,  I 
can  show  you  how  I  would  put  it  down,  if  you  do  not  already  under- 
stand it. 

Senator  Morgan.  I  do  not  understand  about  the  sheet  piling.  I 
never  saw  any  of  it,  but  I  have  heard  it  described  a  time  or  two — not 
described  really,  but  referred  to. 

Would  you  feel  safe  in  putting  in  such  a  dam  as  is  to  be  super- 
imposed above  these  two  gulches  without  an^^  protection  against  the 
percolation  of  water  at  the  foundation  among  this  coarse  material  ? 

General  Hains.  I  should  feel  perfectly  safe  without  it,  j^es. 

Senator  Morgan.  Have  you  any  example  of  engineering  in  your 
mind  that  would  give  you  a  precedent  that  would  contribute  to  your 
feeling  of  satij^f action  and  safety  i 

General  Hains.  I  do  not  recall  just  now  large  dams  built  on  that  kind 
of  a  foundation,  but  my  understanding  is  that  there  are  a  number  of 
them. 

Senator  Morgan.  Small  dams,  but  not  reaching  down  to  two  or 
three  hundred  feet,  are  there? 

General  Hains.  I  say  I  do  not  recall  any  that  are  anything  like 
these  dimensions. 

Senator  Morgan.  It  is  the  head  of  water  that  impinges  against  the 
dam,  or  presses  upon  the  dam,  that  causes  the  danger  of  the  washouts, 
is  it  not? 

General  Hains.  Yes,  sir;  and  if  it  is  not  intercepted  in  some  way 
or  other  there  would  be  a  head  of  water  of  85  feet  on  the  up-stream 
side  of  the  dam,  and  if  there  was  a  streak  of  permeable  material  run- 
ning from,  say,  what  is  now  the  bottom  of  the  Chagres  River,  down 
that  wa\'  and  running  out  [indicating  on  map],  some  water  would  seep 
through;  but  I  have  no  idea  that  the  amount  of  seepage  would  endan- 
ger the  dam.  It  might  cause  a  loss  of  water,  and  if  it  was  a  case  of 
water  supply  to  a  city  it  would  be  necessary  to  cut  it  off,  because  it 
might  be  of  some  importance;  but  in  a  case  like  this,  where  the  num- 
ber of  feet  are  calculated  to  be  so  small,  I  can  not  see  that  there  would 
be  any  danger  from  it.  The  mere  seepage  of  the  water  through  this 
stuff  underneath  does  not,  in  my  opinion,  render  the  dam  unsafe  at 
all.  If  it  could  ^o  through  there  with  a  velocity  so  as  to  move  the 
particles  along  with  it,  that  would  be  an  entirely  different  thing;  but 
It  can  not  do  that. 

Senator  Morgan.  When  we  find  four  or  five  engineers  and  they 
divide  about  equally,  and  one  expresses  the  opinion  that  that  is  an  ele- 
ment of  danger,  and  the  other  expresses  an  opinion  that  it  is  not  an 
element  of  danger,  what  are  the  laity  to  do? 
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General  Hains.  Senator,  you  are  in  the  same  fix  about  the  two  types 
of  canal. 

Senator  Morgan.  It  looks  to  me  as  if  we  had  better  get  a  chuck- 
luck  box  and  throw  high  die  for  a  judgment  about  it.  [Laughter.] 
But  they  are  all  opinions.  It  is  your  opinion  that  this  dam  can  be 
built  upon  this  structure  without  anything  being  put  down  into  this 
soft  material,  this  coarse  material. 

General  Hains.  Yes,  sir;  that  is  mjr  opinion. 

Senator  Moroan.  That  is  your  opinion.  If  it  is  the  opinion  of 
another  engineer,  say  with  eoual  experience  and  ability,  that  it  can 
not  be  done  with  safety,  would  it  not  be  better.  General,  in  that  case, 
to  discard  both  of  them  and  take  a  plan  that  does  not  require  any  dam? 

General  Hains.  Why,  no;  I  think  the  best  thing  under  those  cir- 
cumstances is  to  accept  what  they  say  about  its  being  dangerous  and 
cut  it  off,  which  I  say  you  can  do  by  grouting  it  or  by  this  steel  sheet 
piling. 

Senator  Taliaferro.  How  much  will  that  increase  the  cost? 

General  Hains.  Oh,  I  should  not  think  it  would  add  a  half  a  million 
dollars  to  it. 

Senator  Morgan.  Well,  that  is  not  much  in  these  times,  you  know, 
except  to  the  taxpayers.     Thev  feel  it  sometimes,  a  little  bit. 

General  Hains.  Speaking  about  this  ?«heet  piling,  Senator,  here  is 
a  specimen  of  it.  That  can  be  driven  down.  There  is  another  piece 
over  it,  like  that  [  indicating],  and  that  goes  on  here,  with  this  part 
right  in  there  [indicating],  and  that  is  used  for  cofferdam  purposes 
now.  It  has  been  used  to  great  depths,  and  after  it  is  down  it  is 
absolutely  tight.  You  can  pump  water  out  of  that  with  perfect 
impunity. 

Senator  Morgan.  Would  that  sheet  piling  be  put  down  in  sections 
like  this? 

General  Hains.  Not  in  sections  like  this.  This  is  just  a  short  sec- 
tion. It  would  be  long,  you  know.  It  would  be  long  enough  to  reach 
down  to  the  bottom  of  the  gulch  here. 

Senator  Morgan.  To  be  secure,  I  suppose  it  would  have  to  reach 
from  the  bottom  of  the  gulch  up  to  the 

General  Hains.  Clear  up  to  tne  water  surface,  if  you  wish. 

Senator  Morgan.  Up  to  sea  level  ? 

Geneiul  Hains.  Yes,  sir;  or  even  above  it,  if  you  want  it  to. 

Senator  Morgan.  It  would  not  be  put  down  as  one  solid  mass  of 
sheet  piling,  but  it  would  be  put  down  in  sections,  one  resting  upon 
the  other  ? 

General  Hains.  One  after  the  other. 

Senator  Morgan.  Driven  down  upon  the  top  of  each  other? 

General  Hains.  Not  on  top  of  each  other.  You  start  with  one  up 
here,  where  you  do  not  go  down  very  deep.  That  gives  you  the  bear- 
ing for  the  next  one.  [Indicating  on  blueprint.]  Then  you  come 
with  the  next  one,  and  that  goes  down  still  deeper.  Then  .you  come 
with  the  next  one,  and  that  goes  down  still  deeper,  and  then  the  next 
one,  that  goes  away  down  here  [indicating  on  blueprint]  into  this 
what  3'ou  call  indurated  clay,  which  I  think  is  a  misnomer;  then  this 
one,  and  then  this  one,  and  so  on,  until  you  get  across  the  valley. 
Then  across  the  whole  of  this,  if  thei'e  is  any  seepage  through  it,  it 
will  be  stopped,  admitting  that  there  is  seepage.  I  do  not  think  there 
is  any  except  down  at  the  })ottom;  but  b}'  this  means  you  will  cut  it 
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off.     In  the  same  way  you  Will  cut  it  off  on  this  one  [indicating  on 
profile]. 

Senator  Moroan.  If  you  use  that  sheet  piling,  or  if  you  use  the 
cement  grouting,  we  will  call  it  concrete 

General  Hains.  Not  concrete.  Senator. 

Senator  Morgan.  Well,  grouting. 

General  Hains.  It  is  just  cement  and  water  mixed  together. 

Senator  Morgan.  That  is  all? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  If  you  use  either,  how  are  you  going  to  fasten 
that  to  the  walls  of  this  indurated  clay,  as  you  go  down,  so  as  to  pre- 
vent a  crack?  You  fill  up  across  this  gulch  a  broad  sheet,  in  order  to 
cut  off  the  water;  how  are  you  going  to  fasten  the  bearings  or  the 
ed^es  of  this,  either  the  sheet  piling  or  the  cement,  to  the  wall  of  this 
indurated  clay,  so  as  to  prevent  a  crack  there? 

General  Hains.  The  sneet  piling  I  would  drive  into  this  indurated 
clay,  driving  it  in  a  short  distance.  That  will  answer  that  question,  I 
believe. 

Senator  Morgan.  Laterally  in  the  side  walls  as  you  go  down  ? 

General  Hains.  You  see  this  is  exaggenated  [referring  to  blueprint 
profile].  This  distance  across  here  is  about  3,000  feet,  and  this  dis- 
tance from  here  to  here  is  only  200;  so  that  you  see  that  this  sugar- 
loaf  line,  you  may  say,  does  not  convey  the  correct  idea. 

Senator  Morgan,   i  es. 

General  Hains.  Jf  this  vertical  scale  was  the  same  as  the  horizontal 
one,  the  bottom  of  that  gulch  instead  of  being  away  down  there  would, 
be  about  there  [indicating  on  blueprint  profile]. 

Senator  Morgan.  Yes. 

General  Hains.  You  see,  this  is  exaggemted.  The  scale  is  exagger- 
ated in  the  vertical  direction.  If  that  were  drawn  according  to  the 
regular  scale,  it  would  come  down  along  here  [indicating].  That  is 
the  way  that  would  be. 

.  Senator  Morgan.  But  still  it  would  come  down  in  the  form  of  an 
inverted  cone?  • 

General  Hains.  Yes,  sir. 

Senator  Morgan.  A  sharp  inverted  cone? 

General  Hains.  Yes,  sir;  but  instead  of  looking  like  a  cone,  it  would 
be  just  a  slight  depression,  like  that;  and  that  is  all  it  is,  in  the  rock. 

Senator  Hopkins.  This  does  not  fairly  represent  it,  then  [referring 
to  bluepi-int  profile]? 

General  Hains.  No,  sir;  that  is  exaggerated. 

Senator  Morgan.  That  is  exaggerated,  but  the  figures  are  all  there. 

General  Hains.  The  figures  are  all  there,  but  it  is  exaggerated  in 
order  to  put  in  these  notes  about  what  was  found  at  different  depths. 
That  is  a  common  practice.     We  always  use  those  in  drawings. 

Senator  Morgan.  This  island  of  indurated  material  here,  too,  is 
exaggerated  in  the  same  way? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  So  that,  relatively,  they  are  right,  but  neverthe- 
less, in  this  direction— that  is,  toward  the  bottom  of  the  blueprint — the 
appearances  are  calculated  to  deceive  the  eye. 

General  Hains.  That  would  be  right  down  like  that,  if  it  was  on  the 
same  scale  [indicating]. 


2118  mVESTIGATION   OF   PANAMA  CANAL   MATTERS. 

Senator  Morgan.  Yes.  I  want  to  know,  when  you  have  got  your 
steel  sheet  piling  driven  in  there  and  fastened  in  the  walls  on  either 
side,  if  there  is  not  still  an  element  of  danger  in  the  cracking  of  that 
material  and  the  disarrangement  of  the  vast  mass  of  earth  that  is  piled 
upon  it? 

General  Hains.  No,  sir;  I  do  not  consider  that  there  will  be  any 
danger  from  it,  even  though  such  a  thing  should  occur.  That  dam  is 
a  very  big  one. 

Senator  Morgan.  You  proceed  now  with  the  dam  from  east  to  west? 

General  Hains.  Say  northeast  to  southwest.  That  is  about  the 
direction- 
Senator  Morgan.  Well,  eastwardly  and  westwardly? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  You  proceed  with  that  dam,  building  it  from  the 
locks  across  these  two  gulches,  and  the  next  place  you  come  to  is  that 
island? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  That  mountain,  or 

General  Hains.  You  mean  the  hill  in  between  ? 

Senator  Morgan.  Yes,  sir. 

General  Hains.  That  is  this  place  here  [indicating  on  the  map]? 

Senator  Morgan.  Yes.  You  have  got  to  provide  for  attaching 
your  dam  to  that  hill  in  some  way? 

General  Hains.  No,  sir.  It  is  not  necessary  to  make  any  provision 
for  that.  Your  dam  is  of  earth.  The  dam  that  is  proposed  there  is 
of  earth,  and  a  slight  cut  into  the  hill  will  give  you  all  the  means  of 
connection  that  will  be  necessary. 

Senator  Morgan.  That  is  attaching  it,  as  I  call  it. 

General  Hains.  Yes;  well,  1  thought  you  meant  in  some  way 

Senator  Morgan.  I  did  not  mean  riveting  it,  which  would  be  a  pretty 
hard  thing  to  do.  (Laughter.)  I  am  talking  about  making  the  con- 
nection a  solid  one. 

General  Hains.  There  is  no  trouble  about  that. 

Senator  Morgan.  The  hill  thfere  is  composed  of  material  that  has 
been  there  for  ages  and  ages,  and  of  course  it  has  all  settled  together 
perfectly  compact. 

General  Hains.  Yes. 

Senator  Morgan.  Your  dam,  no  matter  how  carefully  you  put  it  in, 
is  not  quite  as  compact  as  that  hill  is  going  to  be? 

General  Hains.  No;  not  quite. 

Senator  Morgan.  And  if  there  is  any  convulsion,  or  any  unusual 
pressure  of  water,  or  any  other  accident,  we  will  call  it — a  convulsion 
or  movement  that  affects  this  dam — would  it  not  be  most  likely  to 
invade  the  point  of  contact  between  the  dam  and  the  hill  ?  Would  not 
that  be  the  weak  point  in  the  structure— the  point  of  contact? 

General  Hains.  No,  sir.  If  there  should  be  any  opening,  the  earth 
would  fall  into  that  opening  and  there  would  be  some  settlement  of  the 
dam.     That  is  all  that  would  occur. 

Senator  Morgan.  That  is  exactly  what  I  am  expecting,  that  there 
would  be  a  settlement  of  the  dam. 

General  Hains.  That  would  not  do  any  harm. 

Senator  Morgan.  If  it  produced  fissures,  when  you  had  85  feet 
head  of  water  on  it,  a  small  crack  might  produce  absolute  destruction? 
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General  Hains.  Well,  if  it  produced  a  large  fissure  and  that  fissure 
remained  open  and  water  got  running  through  it,  yes.  But  I  do  not 
see  how  such  a  thing  as  that  could  occur  in  tnere. 

Senator  Morgan.  If  you  will  think  a  moment,  General,  of  the  waj^ 
the  crawfish  serve  the  levees  on  the  Mississippi  River  you  will  find  it 
out  A  crawfish  will  bore  a  hole  through  one  of  those  levees  in  the 
night,  and  the  next  morning  it  is  a  crevasse. 

General  Hains.  Yes;  but  the  distance  through  a  levee  is  a  very  dif- 
ferent thing  from  the  distance  through  that  dam. 

Senator  Morgan.  That  dam  would  have  a  very  long  reach;  but  I 
suppose  a  crack  or  a  fissure  might  occur  in  it  that  would  reach,  say, 
half  a  mile  through  it,  or  a  mile,  even  a  small  one;  and  would  not  that 
endanger  the  whole  structure?  You  have  no  rock  core  there  to  resist 
it,  nothing  to  resist  the  fissure  that  might  be  attacked  by  the  water  at 
85-feet  level.  Suppose  that  fissure  occurred  10  feet  under  the  water 
and  was  half  a  mile  long,  from  the  settling  of  the  dam  and  the  settling 
of  the  stuff  that  you  put  in  there  to  continue  the  barricade  made  by 
the  mountain,  would  not  that  be  an  element  of  danger  in  that  dam?  " 

General  Hains.  I  do  not  think  there  would  be  any  more  element 
of  danger  than  if  yon  had  a  core  wall  in  there,  because  I  think  your 
core  wall  would  break,  too,  if  you  had  a  convulsion  of  nature  that 
would  open  a  space  wide  enough  for  the  water  to  run  through  there. 
The  destructive  effect  would  also  break  your  core  wall. 

Senator  Morgan.  Yes. 

General  Hains.  So  that,  under  such  circumstances  as  that,  I  do  not 
see  that  you  would  be  any  better  off  with  a  core  wall  than  without  it. 

Senator  Morgan.  That  hill  through  the  center  of  which  you  cut 
your  spillway  is  a  volcanic  hill  or  elevation? 

General  Hains.  Well,  I  do  not  know. 

Senator  Morgan.  Does  anybody  know? 

General  Hains.  No;  I  do  not  think  anybody  does  know. 

Senator  Morgan.  Have  these  gentlemen  who  have  projected  this 
dam  there  ever  bored  into  that  hill  to  examine  what  was  in  it? 

General  Hains.  Where  the  spillway  goes? 

Senator  Morgan.  Yes. 

General  Hains.  Oh,  yes,  sir.  I  understand  that  there  were  borings 
made  in  that.     We  have  a  record  of  them  here. 

Senator  Morgan.    Have  you   any  statement  anywhere  in   these 

Eipers,  or  do  you  know  of  any  fact  in  regard  to  it,  that  will  show  what 
nd  of  rock  thej^  found  in  that  hill? 

General  Hains.  I  think  so.  There  are  in  this  hill  here  six  borings 
right  in  the  hill.  Then  these  others  are  just  beyond  it.  The  spill- 
wav  goes  right  through  there  [indicating  on  map]. 

Senator  Morgan.  Have  you  any  remembrance,  or  are  you  able  to 
state,  or  has  anybody  stated,  what  the  material  is  that  they  get  in  these 
borings — what  kind  of  rock  they  found  ? 

General  Hains.  In  these  [indicating  on  map]  ? 

Senator  Morgan.  Yes. 

General  Hains.  There  they  are,  right  there.  That  is  it,  on  the  blue- 
print [indicating]. 

Senator  Morgan.  The  character  of  the  material  ? 

General  Hains.  That  is  it,  there.  Take  boring  35  + 14.  There  it 
is,  right  there;  from  there  down   to  there,  to  rock  [indicating  on 
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profile].  That  is  that  one.  That  hole  there  (on  map),  Senator,  is  rep- 
resented vertically  there  (on  profile).  It  has  gone  into  the  rock  just 
that  depth. 

Senator  Morgan.  What  kind  of  rock  is  it?  That  is  what  I  want  to 
get  at.     Is  it  basalt  or  volcanic  rock? 

Geneml  Hajns.  No,  sir.  That  is  what  they  call  the  indurated  clay. 
Indurated  clay  is  not  the  proper  name  for  it.  I  think  Mr.  Harrod  had 
better  give  a  definition  of  that.  He  has  investigated  that  matter,  and 
he  knows  what  is  the  scientific  explanation  of  that  word,  which  has 
been  so  used,  and  used  with  such  misunderstanding,  this  word  indurated 
clay. 

I^nator  Morgan.  I  have  always  misunderstood  it.  At  least,  I  have 
never  understood  it,  and  therefore  have  always  misunderstood  it. 

General  Hains.  Well,  I  think  if  you  will  just  forget  the  words 
"indurated  clay"  and  say  "rock"  you  get  a  better  idea  of  that  thin^, 
because  it  is  really  rock.  I  woula  like  Mr.  Harrod  to  just  explain 
that  to  you.     He  knows  about  that. 

Senator  Morgan.  We  want  to  know  what  kind  of  rock  it  was,  and 
whether  it  was  volcanic  or  not. . 

General  Hains.  He  can  tell  you  better.  He  has  looked  into  that 
more  than  I  have. 

Senator  Morgan.  Along  the  coastal  plain  of  Panama,  in  the  vicinit}^ 
along  both  east  and  west  of  the  Chagres  River,  there  are  these  sugar- 
loaf  hills  springing  up. 

General  IIains.   i"es,  sir. 

Senator  Morgan.  Not  connected  by  ridges  with  each  other  at  all. 

General  Hains.  I  know. 

Senator  Morgan.  Just  like  potato  hills  by  themselves. 

General  Hains.  Just  like  sugar  loaves. 

Senator  Morgan.  I  am  very  much  interested  to  know  how  they  got 
there,  and  I  suppose  that  we  have  got  men  of  science  that  ought  to  be 
able  to  say.  My  poor  private  judgment  is  that  they  have  all  been 
thrown  up  exactly  in  the  same  way  mat  those  mud  craters  were  thrown 
up  in  1882,  when  the -earthquake  passed  across  from  Panama  to  Colon 
and  up  the  coast  toward  Bocas  del  Toro,  where  these  mud  volcanoes, 
miniature  volcanoes,  were  thrown  up,  and  through  them  came  hot 
water  and  other  evidences  of  volcanic  action. 

I  have  supposed  that  those  mounds  were  made  in  the  same  way,  by 
convulsions  of  nature,  and  that  they  are  all  volcanic.  If  they  are, 
then  that  probably  accounts  for  this  queer  stuff  which  underlies  that 
country  that  we  call  indurated  clay.  It  may  probably  show  that  it  is 
volcanic  tufa  or  ashes  that  have  been  indurated  there  from  the  pres- 
sure of  time  or  air  or  water  or  overlying  strata,  or  what  not,  until  it 
has  been  compacted  together  like  a  rock.  It  is  not  sand;  it  is  not 
granite;  it  is  not,  as  I  understand,  any  stratified  rock. 

General  Hains.  No,  sir;  but  it  is  very  hard;  and  it  stands  well  in 
the  weather.  I  have  seen  the  dock  that  is  used  down  there  on  the 
Isthmus,  right  clovse  by  this  place,  onl}^  a  short  distance  below,  where 
the  walls  have  been  cut  right  down  vertically  into  it,  and  it  stands  like 
the  wall  of  this  building. 

Senator  Morgan.  Wnen  you  get  over  into  the  Culebra  cut  and  into 
the  wells  that  the  French  dug  down  there,  that  same  stuff  does  not 
stand  at  all? 

General  Hains.  That  is  not  the  same  stuff. 
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Senator  Morgan.  Does  it  not  look  exactly  like  it? 

General  Hains.  No,  sir. 

Senator  Morgan.  What  is  the  difference  in  appearance  between  the 
two? 

General  Hains.  Well,  I  do  not  know  what  the  difference  would  be. 
I  am  not  a  geologist. 

Senator  Morgan.  1  do  not  suppose  any  of  us  arc. 

General  Hains.  And  1  do  not  know;  but  I  do  know  that  under  the 
action  of  the  air  there  is  some  material  which  is  classed  as  indurated 
clav  over  there  in  the  Culebra  cut 

Senator  Morgan.  That  goes  to  pieces? 

General  Hains  (continuing).  And  after  it  becomes  dry  you  put  it  in 
water  and  it  all  melts.  There  is  some  of  that.  This  is  not  that,  as  is 
evident  from  the  fact  that  there  is  a  dock  that  has  been  there  for  I  do 
not  know  how  many  years;  but  I  presume  for  twenty  ^ears,  and  ves- 
sels are  taken  in  there  and  docked.  I  was  looking  at  it  only  the  last 
time  I  was  down  there. 

Senator  Morgan.  Right  in  this  indurated  clay? 

General  Hains.  Right  in  this  indurated  clay.  It  makes  a  splendid 
vertical  wall,  and  as  for  a  foundation  for  any  kind  of  engineering 
structure,  1  would  put  the  Washington  Monuuaent  on  it. 

Senator  Morgan.  And  nevertheless  here  are  two  great  gulches  that 
vou  can  not  account  for,  that  were  washed  right  out  of  this  indurated 
clay? 

Senator  Hopkins.  He  did  not  sajr  that  they  were  washed  out  of  that. 

Senator  Morgan.  I  think  he  did.  He  said  he  could  not  say  how 
else  it  happenecL 

Senator  Kittredge.    That  was  this  morning,  Senator. 

Senator  Hopkins.  1  know  he  balked  at  that  this  afternoon. 

General  Hains.  What  is  that?    About  how  it  was  formed? 

Senator  Hopkins.  About  its  being  washed  out. 

General  Hains.  I  do  not  know.  I  know  that  it  is  the  opinion  of 
geologists  that  it  has  been  washed  out  by  the  water,  and  maybe  it  has. 

Senator  Hopkins.  If  that  occurred,  it  was  millions  and  millions  of 
years  ago,  was  it  not,  when  this  was  all  soft  material  ? 

General  Hains.  It  was  a  good  many  years  ago;  yes.  According  to 
geologists  it  was  perhaps  millions  of  years  ago. 

Senator  Morgan.  It  has  only  been  twenty -four  3^ears  since  there 
was  an  earthquake  that  passed  right  along  the  line  of  this  canal  that 
shook  cathedrals  down.  Killed  men  in  Colon,  tore  houses  down,  and 
formed  mud  volcanoes  up  as  far  as  Bocas  del  Toro.  That  has  only 
been  twenty -four  years  ago. 

General  Hains.  It  did  not  knock  the  cathedral  down,  Senator, 
because  the  cathedral  is  there  yet. 

Senator  Morgan.  It  knocked  down  the  tower  of  it  and  other 
churches  were  torn  down. 

General  Hains.  And  it  did  not  injure,  and  there  has  not  been  any 
injury  in  something  like,  well,  as  nearly  as  they  can  tell,  it  was  about 
some  two  or  three  hundred  years  ago,  a  building  was  put  up  there  with 
an  arch  much  flatter  than  that  [indicating],  and  wider. 

Senator  Morgan.  In  the  first  report  that  you  made.  General,  to  the 
Government  of  the  United  States,  you  said  that  there  were  thirty-four 
earthquakes  that  had  occurred  there  in  Panama.  I  think  it  was  either 
thirty-two  or  thirty-four. 


2122  INVESTIGATION   OF   PANAMA   CANAL  MATTERS. 


General  Hains.  You  know  there  are  earthquakes 

Senator  Morgan.  And  earthquakes. 

General  Hains.  And  there  are  earthquakes.  There  are  some  very 
little  seismic  disturbances  that  might  be  called  earthquakes,  and  yet 
do  no  damage  at  all. 

Senator  Morgan.  But  this  disturbance,  General,  did  actually  destroy 
houses  in  Panama. 

General  Hains.  There  wa«  an  earthquake.  I  do  not  remember  just 
exactly  the  year. 

Senator  Morgan.  It  was  twenty-four  years  ago.  That  was  when  it 
was.  And  it  crossed  clear  through  the  Isthmus,  and  it  put  the  railroad 
bridges  off  of  their  bearings. 

General  Hains.  Yes. 

Senator  Morgan.  And  inflicted  very  considerable  damage  upon  the 
railroad  itself,  even  to  the  twisting  of  the  rails,  and  it  passed  into 
Colon  and  threw  houses  down,  and  killed  men,  and  then  it  passed  on 
up  the  coast  to  Bocasdel  Toro,  leaving  in  its  trail  these  pits  of  volcanic 
mud,  through  which  steam  came  up.  That  is  a  pretty  recent  event. 
I  am  older  than  that,  even  young  as  I  am. 

Senator  Hopkins.  That  line  of  argument.  Senator,  would  show  that 
you  can  not  build  any  kind  of  a  canal  across  the  Isthnms  there. 

Senator  Morgan.  Well,  it  satisfied  me  a  long  time  ago  that  you 
could  not  do  it.  I  have  always  said  that  3'ou  could  not.  [Laughter.] 
The  further  we  get  into  it  the  better  I  am  satisfied  that  you  can  not, 
to  make  it  stay  there. 

There  are  still  facts  and  problems  that  we  can  not  account  for,  and 
we  can  not  tell  whether  they  are  to  be  a  million  years  repeating  them* 
selves  or  twenty-four  years.  We  do  not  know  about  it.  But  when  a 
fact  like  the  earthquake  of  1881  occurred  there,  it  is  the  part  of  good 
common  sense  to  expect  it  to  come  again,  is  it  not? 

General  Hains.  Yes;  and  I  do  not  believe  such  an  earthquake  as  we 
had  then  would  do  this  dam  any  damage  whatever.  Senator. 

Senator  Morgan.  You  would  not  like  to  take  the  risk  of  it,  would 
you? 

General  Hains.  Yes;  I  would  be  willing  to  take  the  risk  of  it. 

Senator  Morgan.  If  you  were  operating  on  somebody  else's  money; 
but  suppose  you  had  all  of  your  own  money  up  on  it? 

General  Hains.  If  anybody  will  give  me  money  enough  to  do  it,  I 
will  take  the  risk. 

Senator  Morgan.  If  anybody  will  give  it  to  you,  yes;  but  if  you 
had  to  work  for  it  and  earn  it,  and  pay  taxes  on  it,  and  accumulate  it, 
it  would  be  quite  a  different  story.  We  are  trying  to  take  care  of  the 
people  here — at  least,  I  am.  That  is  all  I  will  ask  you  about  that  part 
of  this  business. 

General,  you  have  been  connected  with  this  canal  and  the  project 
which  we  are  trying  now  to  work  out,  after  two  years  and  a  naif  of 
effort — you  have  been  connected  with  it  as  an  engineer  since  when? 
When  were  you  first  connected  with  it? 

General  Hains.  You  mean  the  whole  question  of  the  canal  across 
the  Isthmus? 

Senator  Morgan.  When  were  you  first  connected  with  this  project 
oflicially  ? 

General  Hains.  This  particular  project? 

Senator  Morgan.  No;  making  the  canal  at  Panama? 
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General  Hains.  You  do  not  refer  to  Nicaragua,  but 

Senator  Morgan.  No;  1  am  just  talking  about  Panama;  the  time 
jou  first  went  there,  if  you  please? 

General  Hains.  We  were  a  little  over  two  years — two  years  and  a 
half  on  the  first  Commission  and  then  I  have  been  a  little  less  than  a 
year  on  the  present  Commission. 

Senator  Aiorgan.  This  is  the  commission  of  construction,  and  that 
was  the  commission  of  exploration? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  You  were  two  years  and  a  half  on  the  first  Com- 
mission and  spent  about  how  much  time — about  thirty  days  on  Panama 
during  that  time? 

General  Hains.  Well,  perhaps  something  like  that. 

Senator  Morgan.  I  think  that  is  it~thirty-one  or  thirty-two  days. 

General  Hains.  I  do  not  remember  the  time. 

Senator  Morgan.  From  that  time  until  to-day  you  have  been  offi- 
cially connected  with  that  work  i 

General  Hains.  No.  sir. 

Senator  Morgan.  You  have  not? 

General  Hains.  Oh,  no,  sir. 

Senator  Morgan.  Where  did  the  break  occur? 

General  Hains.  From  January,  1902,  or  a  little  later  than  that,  until 
a  year  ago.     I  was  not  on  the  first  constructing  commission. 

Senator  Morgan.  You  were  not  on  the  first  construction  commis- 
sion.   You  were  on  tlie  second? 

General  Hains.  I  am  on  the  present  one,  but  I  was  not  on  the  first 
one. 

Senator  Morgan.  You  took  your  appointment  at  what  date? 

General  Hains.  The  1st  of  April,  last. 
'  Senator  Morgan.  The  first  of  April,  1905? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  You  were  familiar  with  the  condition  of  that  canal 
and  of  the  Canal  Zone  and  the  cities  of  Panama  and  Colon,  and  the  Baj 
of  Limon  and  the  Bay  of  Panama.  At  the  time  you  were  making  this 
survey  or  exploration  you  knew  that  whole  situation  ? 

General  Hains.  1  became  familiar  with  it  during  that  time;  yes,  sir. 

Senator  Morgan.  It  was  a  part  of  your  business  to  study  it? 

General  Hains.  To  become  familiar  with  it,  yes,  sir. 

Senator  Morgan.  You  knew  it  at  the  time  that  the  canal  company 
turned  it  over  to  the  United  States? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  General,  I  shall  be  glad  if  you  will  give  to  this 
committee  a  description  of  the  situation  of  that  enterprise  at  the  time 
you  examined  it,  in  regard  to  the  work  that  was  being  done,  the  hands 
that  were  being  employed,  the  government  of  the  canal  line,  the  state 
of  the  improvement  or  dilapidation,  as  the  case  may  be,  in  regard  to 
the  work  that  had  been  done  previously  by  the  French  company,  and 
the  amount  of  work,  depth  of  the  cut  through,  for  instance,  Culebra, 
the  amount  of  digging  that  had  been  done  there,  the  length  of  the 
canal  that  had  been  dug,  how  much  of  it  had  filled  up  and  through 
whose  neglect  it  filled  up,  and  all  that.  Just  give  an  account  in  narra- 
tive fonn  of  the  situation. 

1  will  state  to  you  my  purpose.     I  want  to  ask  you  further,  after 
you  give  your  narrative,  so  as  to  show  what  was  to  be  done  there  in 
p  0— VOL  3—06 12 
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order  to  inaugurate  and  conduct  the  work  we  are  trying  now  to  carry- 
on.  I  want  to  show  what  task  lay  before  that  first  commission  of  con- 
struction, and  give  the  country  a  fair  idea  of  the  task  that  those  gentle- 
men had  to  perform. 

Senator  Kittredge.  Senator,  before  he  answers  that  question,  may 
I  ask  one  or  two  questions? 

Senator  Morgan.  Yes. 

Senator  Kittredge.  You  were  appointed  to  the  present  Commis- 
sion Aprill,  1905? 

General  Hains.  Yes,  sir. 

Senator  Kittredge.  When  did  you  first  go  to  the  Isthmus  after  that 
date?  , 

General  Hains.  In  July.  i 

Senator  Kittredge.  How  long  did  you  remain  there  that  time?  j 

General  Hains.  About  two  weeks;  a  little  less,  I  suppose.     About  I 

two  weieks. 

Senator  Kittredge.  When  did  you  return  to  the  Isthmus  after  you 
returned  to  this  country  ? 

General  Hains.  I  have  not  been  down  to  the  Isthmus  since  then. 

Senator  Kittredge.  Was  General  Ernst  with  you  on  the  first  trip? 

General  Hains.  No,  sir.  ' 

Senator  Kittredge.  Was  he  at  the  Isthmus  at  any  time  since  his 
appointment?  j 

Geneml  Hains.  Y''es,  sir.  i 

Senator  Kittredge.   When?  ! 

General  Hatns«  Since  this  last  appointment  he  has  been  down  there  | 

two  or  three  times— twice. 

Senator  Kittredge.  When  was  that?  j 

General  Hains.  He  went  down  in  August,  1905;  the  latter  part  of  I 

July  or  the  first  part  of  August,  1905.     Then  he  was  down   ther^  | 

again 

Senator  Kittredge.  How  long  did  he  remain  that  time? 

General  Hains.  I  do  not  know  exactly,  but  I  think  it  was  something 
like  two  or  three  weeks. 

Senator  Kittredge.  When  did  he  next  go  down  ? 

General  Hains.  In  September. 

Senator  Kittredge.  With  the  Consulting  Board? 

General  Hains.  Yes,  sir. 

Senator  Kittredge.  And  returned  with  them? 

General  Hains.  Y"es,  sir. 

Senator  Kittredge.  Has  he  been  there  since? 

General  Hains.  I  think  not. 

Senator  Kittredge.  That  is  all  that  I  wish  to  ask  at  this  time. 

Senator  Morgan.  Now,  I  will  ask  that  my  question  be  read. 

(The  stenographer  read  as  follows:) 

"  Senator  Morgan.  General,  I  shall  be  glad  if  you  will  give  to  this 
committee  a  description  of  the  situation  of  that  enterprise  at  the  time 
you  examined  it  in  regard  to  the  work  that  was  being  done,  the  bands 
that  were  being  employed,  the  government  of  the  canal  line,  the  state 
of  the  improvement  or  dilapidation,  as  the  case  may  be,  in  regard  to 
the  work  that  had  been  done  previously  by  the  French  company,  and 
the  amount  of  work,  depth  ot  the  cut  through,  for  instance,  Culebra, 
the  amount  of  digging  that  had  been  done  there,  the  length  of  the 
canal  that  had  been  dug,  how  much  of  it  had  filled  up,  and  through 
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whose  neglect  it  filled  uj),  and  all  that.     Just  give  an  account  in  nar- 
rative form  of  the  situation." 

General  Hains.  You  are  referring  there  to  the  first  visit  we  made 
in  1899? 

Senator  Morgan.  Yes. 

General  Hains.  When  we  arrived  there  we  found  that  the  French 
had  in  their  employ  from  about  tOO  to  1,000  men.  They  had  a  num- 
ber of  excavators  at  work  on  the  Culebra  Cut,  and  wei*^  excavatios^ 
about  75,000  cubic  yards,  1  think,  per  month.  They  had  employed 
dredges  on  the  two  ends  of  the  canal,  and  had  done  an  amount  of  dredg- 
ing. They  had  excavated  some  of  the  rock  at  Bohio,  where  they  pro- 
posed to  put  locks.  A  certain  amount  of  work  had  also  been  done 
above  Bohio  and  up  to  San  Pablo  in  rock.  Some  rock  excavation  had 
been  done  on  the  Pacific  side.  They  had  also  excavated  a  considerable 
amount  of  what  we  call  diversion  channels — that  is,  diversions  for  the 
Chagres  River  and  its  tributaries.  Altogether  they  had  excavated 
something  like  77,000,000  cubic  yards  of  material. 

A  great  deal  of  plant  had  been  accumulated  on  the  Isthmus,  a  large 
amount  of  machinery,  and  a  large  number  of  buildings  had  been 
erected.  Hospitals  fiad  been  erected  over  here  at  Panama  on  Ancjon 
Hill.  They  had  also  accumulated  there  a  number  of  dredges  and 
boats.  They  had  I  do  not  know  how  many  dredges,  but  quite  a  num- 
ber; perhaps  nearly  twentv.  Tliey  had  a  large  amount  of  what  you 
might  call  railroad  plant;  that  is,  they  had  great  quantities  of  railroad 
track,  they  had  a  ^reat  number  of  locomotives,  and  a  large  number  of 
cars;  and  these  things  were  scattered  along  the  line  of  the  canal  from 
one  end  to  the  other.  They  had  erected  repair  shops  and  that  sort  of 
thing. 

Senator  Morgan.  By  "scattered"  do  you  mean  •scattered  in  use  or 
scattered  in  abandonment? 

General  Hains.  Some  scattered  in  use,  and  some  piled  up  outdoors, 
and  some  in  buildings.  They  had  constructed  something  like  2,300 
buildings  of  all  kinds  for  the  storage  of  this  material  and  for  the  pro- 
tection of  their  employees,  but  a  great  deal  of  this  was  in  a  very  dilap- 
idated condition.  It  had  not  been  taken  care  of  for  part  of  the  time, 
but  some  of  it  was  in  fair  condition.  There  was  one  big  storehouse 
that  I  remember— I  think  it  was  at  Gorgona — that  was  just  filled  with 
all  kinds  of  hardware.  It  was  Jike  a  great,  big  hardware  store.  There 
was  every  kind  of  crosscut  saw,  every  kind  of  bolt  you  could  im- 
agine, nuts,  and  so  forth,  and  those  things  were  all  in  good  condi- 
tion. In  some  places,  however,  the  weeds  had  grown  up  around  this 
material,  and  it  was  difficult  to  find  where  it  was.  There  were  loco- 
motives there  that  we  could  hardly  find,  and  cars. 

But  notwithstanding  all  that  the  French  Company,  the  new  company, 
had  picked  out  a  certain  amount  of  this  plant  and  were  utilizing  it  on 
the  Culebra  Cut.  They  had  regarded  that  Culebra  Cut  as,  you  may 
say,  the  controlling  feature  of  the  work,  and  they  went  to  work  to  find 
out  what  was  in  it.  That  was  what  they  were  working  on  at  the  time 
we  were  there,  and  it  was  the  only  thing  that  they  were  working  on. 

Senator  Morgan.  Finding  out  what  was  in  that  hill? 

General  Hains.  Yes,  sir;  trying  to  find  out  what  was  in  that  hill. 
At  the  same  time  that  they  were  doing  all  this  they  were  making  sur 
veys,  as  I  understand.     Now,  I  can  not  speak  positively  about  the 
date  when  these  surveys  were  all  made,  but  tney  were  making  surveys. 
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and  they  made  a  great  many,  surveys.  Of  course,  they  had  to  extend 
jbheir  surveys  after  they  had  agreed  or  about  agreed  to  make  a  lock 
canal  instead  of  a  sea-level  canal. 

As  to  the  government  down  there,  I  do  not  know  anything  about  it. 
The  government  at  that  time  was  the  Colombian  Government,  under 
the  control  of  the  Government  of  Colombia,  and  this  corporation  was 
a  private  corporation  working  in  that  country.  They  had  had  a  great 
deal  of  trouble  from  sickness;  and  it  is  stated  that  they  were  very 
deficient  in  the  means  of  accommodating  the  sick  people,  and  lost  a 
great  many  hands  for  that  reason.  So  that  when  we  undertook  to 
make  a  valuation  of  this  property  and  the  condition  of  affairs  down 
there,  we  came  to  the  conclusion  that  about  all  that  was  worth  any- 
thing to  the  United  States  was  the  amount  of  excavation  that  had 
been  done  and  the  surveys  that  had  been  made,  and,  of  course,  the 
Panama  Railroad.  The  surveys,  as  a  rule,  were  very  good,  very 
accurate,  and  very  complete,  and  man}'^  of  them.  They  did  not  make 
so  many  bonngs;  but  their  topographical  surveys  were  Very  complete. 

Does  that  answer  your  question,  Senator? 

Senator  Morgan.  I  think  it  does,  substantially.  You  have  not  said 
anything  about  the  filling  up  of  the  prism  of  the  canal  that  they  had 
dredged  out  or  dug  out. 

General  Hains.  Oh,  well,  of  course  the  Chagres  River  had  not  been 
taken  care  of,  and  the  water  came  down  the  Chagres  River  as  usual, 
and  wherever  it  got  a  chance  to  rfeach  a  part  of  the  canal  where  work 
had  been  done,  of  course  it  brought  down  sediment  and  largely  filled 
it  up;  and  there  was  a  great  deal  of  it  that  had  been  filled  up  to  a  cer- 
tain extent. 

Senator  Morgan.  Were  those  fillings  distributed  pretty  well  between 
Colon  and  Bohio?  • 

General  Hains.  Yes,  sir. 

Senator  Morgan.  All  the  way  down  ? 

General  Hains.  There  were  more  of  them,  down  the  farther  you  ^o. 

Senator  Morgan.  So  that  the  part  of  the  canal  which  had  been 
opened  was  utterly  impracticable  for  any  commercial  use,  was  it  not  I 

General  Hains.  Oh,  yes;  it  was  utterly  impracticable. 

Senator  Morgan.  It  was  a  filled-up  ditch,  as  we  call  it? 

General  Hains.  Yes;  it  was  largel}'^  filled  up. 

Senator  Morgan.  Obstructed? 

General  Hains.  It  was  very  much  obstructed;  but  it  was  obstructed 
more  at  points,  Senator.  There  were  deep  places  on  a  great  deal  of 
the  constructed  portion  of  the  canal. 

Senator  Morgan.  Yes;  of  course.  Opposite  the  mouths  of  streanois 
that  came  into  the  Chagres  River,  of  course,  there  would  be  banks  of 
silt  and  obstinictions  of  different  kinds? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  How  was  it  on  the  other  side,  between  Pedro 
Miguel  and  La  Boca? 

General  Hains.  Prett}^  much  the  same  thing. 

Senator  Morgan.  It  was  filled  up? 

General  Hains.  To  a  certain  extent;  yes. 

Senator  Morgan.  While  they  were  working  on  the  Culebra  Heights 
and  were  doing  some  work  there,  you  say,  with  shovels 

General  Hains.  They  had  what  they  called  '' excavators." 
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Senator  Morgan.  Excavators? 

General  Hains.  Yes,  sir;  they  were  not  steam  shovels 'such  as  we 
have  now,  used  on  milroad  work  or  on  excavating  work,  but  they 
worked  somewhat  on  a  different  principle. 
Senator  Morgan.  The\'  worked  by  steam,  though? 
General  Hains.  Yes,  sir. 

Senator  Morgan.  And  they  had  the  assistance  of  men  with  picks  and 
shovels,  etc.  ? 
General  Hains.  They  did  not  have  many  of  those. 
Senator  Morgan.  Some  of  that  railroad  track  that  they  had  built  in 
there,  and  some  of  the  engines  and  cars,  etc.,  I  suppose,  from  the 
accounts  you  have  given  me  this  morning,  were  covered  up  by  slips 
or  slides? 

General  Hains.  Not  in  the  Culebra  cut;  no,  sir.  What  I  meant 
was  along  the  line.  They  had  shipped  great  quantities  of  this  stuff 
down  there,  and  they  had  to  put  it  somewhere,  and  they  had  laid  off 
tracks  almost  anywhere. 

Senator  Morgan.  At  the  time  you  arrived  at  the  Isthmus  there 
were  propositions  pending  for  the  sale. of  the  canal  property  to  the 
United  States — the  transfer  of  the  canal  property  ? 

(leneral  Hains.  At  the  time  we  went  down  there  ? 

Senator  Morgan.  Yes;  made  through  Admiral  Walker? 

General  Hains.  No,  sir;  not  at  the  time  we  went  down  there.  Sen- 
ator. We  w^ent  down  there  at  the  time  we  were  first  organized — that 
is,  within  a  few  months  after  we  were  organized,  and  there  was  no 
proposition  of  sale  made  until  a  couple  of  years  after  that. 

Senator  Morgan.  You  were  invited  down  there  by  the  French  canal 
people  to  make  the  survey's? 

General  Hains.  We  were  invited,  but  we  would  have  gone  whether 
we  were  invited  or  not. 

Senator  Morgan.  But  you  had  no  right  to  go  without  their  invita- 
tion: it  was  a  foreign  country. 

General  Hains.  well,  we  might  not  have  had  any  right,  but  I  think 
the  right  would  have  been  extended  to  us. 

Senator  Morgan.  It  was  not  necessary  to  stand  on  manners,  how- 
ever, because  they  wanted  \'ou  to  go  ? 

General  Hains.  They  wanted  us  to  go;  yes. 

Senator  Morgan.  Yes. 

General  Hains.  Thev  wanted  us  to  see  just  the  situation  there. 

Senator  Morgan.  Then  vou  made  a  visit  to  Paris,  did  you  not? 

General  Hains.  We  made  the  visit  to  Paris  first. 

Senator  Morgan.  Before  you  went  there  at  all  ? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  There  you  entered  into  examinations  into  titles 
and  plans  and  all  that — the  engineering  knd  everything  connected  with 
this  work  they  had  been  doing  there? 

General  Hains.  We  did  not  go  much  into  the  question  of  titles.  We 
devoted  our  attention  chiefly  to  the  consideration  of  plans. 

Senator  Morgan.  Plans  ?^ 

General  Hains.  Plans;  yes,  sir. 

Senator  Morgan.  But  you  had  it  in  mind  that  it  might  be  possible 
that  yofl  could  make  a  trade  with- the  Panama  Canal  Company,  or  per- 
haps get  a  secession  of  Panama,  or  something  like  that;  and  at  all 
events,  there  was  an  opportunity  to  get  into  possession  i 
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General  Hains.  A  secession  of  Panama  never  entered  my  mind. 

Senator  Hopkins.  Mr.  Chairman,  I  do  not  like  to  interrupt  the 
Senator;  but  I  can  not  see  where  that  line  of  investigation  is  relevant. 
That  is  a  closed  incident,  and  I  do  not  know  why  the  time  of  the  com- 
mittee should  be  taken  up  with  it.  If  it  is  a  matter  that  the  Senator 
himself  wants  information  about  it  ought  to  be  taken  up  at  some  time 
outside  of  the  committee,  it  seems  to  me. 

Senator  Morgan.  As  to  the  closed  incident,  as  long  as  there  is  a  heart 
in  America  that  appreciates  the  honor  of  this  country,  that  incident 
will  never  be  closed  from  investigation  and  from  free  speech.  I  am 
not  undertaking  to  get  into  the  matter  of  secession,  however;  I  made 
that  remark  humorously  to  the  General,  the  idea  being  that  they  had 
in  view  at  that  time  the  acquisition  of  the  property  there  by  purchase 
or  by  some  other  method.  I  suppose  that  really  no  other  method  was 
contemplated;  particularly  not  the  method  of  capturing  it  from 
Colombia. 

Senator  Hopkins.  Well,  Mr.  Chairman,  1  for  one  protest  against 
this  line  of  examining  the  witnesses,  because  it  is  not  pertinent  to  any- 
thing that  we  have  before  us  as  a  committee;  and  as  a  legal  proposi- 
tion it  is  a  closed  incident. 

Senator  Morgan.  I  was  trying  to  apologize. 

Senator  Hopkins.  As  a  matter  of  historical  reminiscence,  it  may  be 
of  interest  to  people  that  indulge  in  that,  but  for  committee  purposes 
it  is  not. 

Senator  Morgan.  I  was  trying  to  apologize,  Mr.  Chairman,  for 
having,  perhaps  thoughtlessly,  intruded  upon  the  feelings  of  my 
friend  here  aboutthis  matter.     But  I  will  let  that  pass. 

The  Chairman.  You  may  proceed.  Senator,  and  we  will  see  how  we 
get  along. 

Senator  Morgan.  I  want  to  know  whether  you  were  invited  to  go 
to  Paris  by  the  Panama  Canal  Company  or  by  any  agent  or  person 
connected  with  it^ 

General  Hains.  I  do  not  think  I  was  invited.  I  think  I  just  made 
up  my  mind  that  I  was  going  over  there. 

Senator  Morgan.  But  you  went  in  a  body? 

General  Hains.  Yes;  we  went  in  a  body. 

Senator  Morgan.  There  was  some  understanding,  I  suppose,  that 
when  you  got  there  you  would  have  an  opportunity  of  investigating 
the  affairs  of  the  Panama  Canal  Company  'i 

General  Hains.  Oh,  I  think  the  authorities  there  had  been  notified 
that  we  were  coming. 

Senator  Morgan.  How  did  that  all  come  about  ^  Who  did  it,  and 
how  was  it  done?  How  did  it  ever  happen  that  there  was  any  commu- 
nication between  you  and  the  authorities  in  France  about  this  United 
States  Commission  going  oveV  there  to  make  an  examination  of  this 
subject?  Who  brought  it  about,  and  how  did  it  happen? 
'General  Hains.  I  do  not  know. 

Senator  Morgan.  Do  you  remember  any  communication  from  the 
director-general  of  the  Panama  Canal  Company  to  the  American 
Isthmian  Canal  Commission  to  go  to  Paris  to  examine  into  the  situa- 
tion there  before  you  made  an  examination  on  the  Isthmus? 

General  Hains.  I  do  not  remember,  but  I  think  it  is  quite  likely 
we  had  an  invitation.     I  do  not  know.     I  can  not  say,  now. 
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Senator  Morgan.  Did  you  meet  any  agent  of  that  canal  company 
that  was  active  and  hospitable  and  influential  and  friendly  and  kind 
about  getting  these  communications? 

Greneral  Hains.  Oh,  we  had  the  chief  engineer,  we  had  the  director, 
and — ^well,  they  were  the  two  principal  ones,  and  they  had  access  to  all 
the  records,  and  they  gave  us  all  the  information  they  could  about  it. 

Senator  Morgan.  Was  there  any  American  that  was  active  in  this 
business  in  getting  you  to  go  over  there  and  providing  hospitality,  etc. 

General  Hains.  rfo,  sir. 

Senator  Morgan.  No  one  at  all? 

General  Haixs.  Not  that  I  know  of.  No,  sir;  1  made  up  my  mind 
that  1  was  not  going  to  report  on  that  plan  or  on  that  route  until  I 
had  gone  to  Paris  and  examined  the  records. 

Senator  Morgan.  That  was  before  you  had  ever  been  on  the  Isthmus  f 

General  Hains.  Oh,  no,  no;  I  had  been  on  the  Isthmus  before,  on  a 
previous  commission. 

Senator  Morgan.  A  previous  commission,  yes;  but  I  am  asking 
whether  it  was  before  the  Board  ever  went  there?  • 

General  Hains.  That  was  before  the  JJoard  went  there. 

Senator  Morgan.  Now,  the  Walker  Canal  Commission,  before  they 
ever  went  to  the  Isthmus  at  all,  went  to  Paris? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  And  made  an  investigation  there.  What  did  they 
go  there  for? 

General  Hains.  To  look  at  the  maps,  to  see  what  the  Frenchmen 
had  in  the  way  of  records,  papers,  and  all  kinds  of  things.  Then  we 
wanted  also — that  was  not  the  only  object  we  had  in  goiiig  to  Europe. 
We  did  not  confine  ourselves  to  a  visit  to  Paris.  We  went  and  visited 
all  the  big  canals  there.  We  went  to  the  Kiel  canal,  the  Amsterdam 
canal,  the  Manchester  Canal.  AH  those  were  taken  in  in  our  examina- 
tion.    We  wanted  to  get  information. 

Senator  Morgan.  But  'you  had  distinctly  in  view  the  question 
whether  or  not  you  would  ever  recommend  a  canal  at  Panama?  You 
had  that  distinctly  in  view,  and  you  went  to  examine  the  Panama 
si*heme? 

General  Hains.  We  wanted  to  find  out  everything  about  it. 

Senator  Morgan.  Yes;  and  you  had  that  proposition  in  view,  that 
there  was  an  expectation  or  a  prospect  that  you  would  be  authorized 
or  required  to  recommend  the  Panama  scheme  to  the  United  States 
Government?     You  had  that  all  in  view  before  you  went  there? 

General  Hains.  That  there  was  a  possibility  that  we  might  recom- 
mend the  Panama  route;  yes,  sir. 

Senator  Morgan.  How  did  you  get  that  idea  about  it;  from  discus- 
sions with  people,  or  just  your  own  suggestions? 

General  Hains.  Why,  the  law  required  us. 

Senator  Morgan.  The  law  required  3^ou  to  go  to  Paris? 

General  Hains.  No,  sir;  it  did  not  require  us  to  go  to  Paris.  It 
required  us  to  report  as  to  the  most  feasible  and  practicable  route  for 
a  canal  across  the  Isthmus. 

Senator  Morgan.  That  was  because  you  were  engineers,  and,  I  sup- 
pose, because  the  Congress  of  the  United  States  desired  to  know  what 
American  engineers  had  to  say  about  this  American  route;  not  about 
the  situation  in  Paris.     I  do  not  remember  that  anything  of  that  sort 
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occurred.     Now,  General,  did  you  not  go  there  because  you  knew  that 

Eropositions  were  to  be  made  for  the  transfer  of  that  canal  to  the 
United  States? 

General  Hains.  For  that  alone? 

Senator  Mohgan.  I  did  not  say  "alone."  Was  that  one  of  the  rea- 
sons you  went  there — because  you  knew  that  propositions  were  to  be 
made  for  the  transfer  of  that  canal  to  the  United  States? 

General  Hains.  I  can  answer  that  question  in  this  way — that  I  did 
go  there  with  an  idea  in  my  mind  that  possibly  there  mignt  be  a  trans- 
fer of  that  property  to  the  United  States. 

Senator  Morgan^  Wbl^  that  just  a  remote  imagination  of  yours,  or 
was  it  founded  upon  facts  that  vou  knew  of  in  regard  to  a  transaction 
of  the  kind? 

General  Hains.  It  was  founded  on  the  fact  that  we  were  going  to 
report  as  to  which  was  the  best  route,  because  there  were  other  routes 
besides  Panama  and  Nicaragua,  and  we  wanted  to  find  out  all  about  it; 
and  we  wanted  to  see  the  Aiel  Canal,  the  Amsterdam  Canal,  and  the 
Manchester  Canal,  and  not  alone  to  go  to  Paris. 

Senator  Morgan.  You  did  not  have  to  go  to  Paris  to  see  either  the 
Kiel  Canal  or  the  Amsterdam  Canal  or  an}"  other  canal  ? 

General  Hains.  No;  but  we 

Senator  Morgan.  You  went  there  to  get  information  in  regard  to 
the  Panami  route? 

General  Hains.  Yes;  we  went  there  to  get  information  in  regard 
to  the  Panama  route. 

Senator  Morgan.  And  before  the  Commission  had  ever  been  to 
Panama? 

General  Hains.  Before  the  Commission  as  a  body  had  ever  been  to 
Panama. 

Senator  Morgan.  I  am  trying  to  find  out  if  I  can,  General,  whether 
there  was  not  at  that  time  some  proposition  pending  that  would  be 
agreeable  to  the  French  Government  and  agreeable  to  the  Panama 
Canal  Company  by  which  the  property  was  to  be  Americanized,  or 
taken  over  by  the  United  States. 

General  Hains.  Oh,  I  have  seen  that  matter  discussed  in  the  papers, 
but  I  do  not  think  that  that  was  considered  in  the  Commission.  I  do 
not  remember  of  its  being  considered. 

Senator  Morgan.  Why  did  you  not  go  to  Colombia  and  ask  her 
if  she  was  willing  that  you  should  take  the  job  oflf  of  the  hands  of  the 
Panama  Canal  Company  ? 

General  Hains.  1  do  not  know. 

Senator  Morgan.  That  would  have  been  a  very  nice  thing  to  do, 
would  it  not— a  very  proper  thing? 

Senator  Hopkins.  They  had  no  authority  for  it,  did  the\'  ? 

General  Hains.  I  do  not  know  about  that,  either,  Senator. 

Senator  Morgan.  You  never  thought  about  that.  Y'ou  knew  that 
Colombia  owned  Panama  at  that  time,  did  you  not?  She  had  granted 
the  concessions  for  the  canal  ? 

General  Hains.  I  knew  that  the  State  of  Panama  was  a  part  of  the 
Republic  of  Colombia;  yes,  sir. 

Senator  Morgan.  And  that  Colombia  had  granted  the  concessions 
to  the  French  Company  ? 

General  Hains.  Yes^  sir;  I  knew  that. 
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Senator  Morgan.  And  you  knew  that  if  you  took  it  over  at  all  it 
would  be  necessary  to  see  Colombia  about  it,  at  some  time  or  other, 
and  in  some  fashion  or\>tber? 

General  Hains.  It  would  have  been  necessary  to  have  made  some 
arrangement  with  Colombia. 

Senator  Hopkins.  General,  the  facts  were  known  to  all  the  Ameri- 
can people,  were  they  not,  just  as  well  as  to  the  Commission? 

General  Hains.  I  think  so.     I  think  they  were  known  to  everybody. 

Senator  Morgan.  I  must  protest  that  I  did  not  know  them. 

Senator  Hopkhis.  You  may  be  an  exception,  then. 

Senator  Morgan.  1  hardly  think  I  am  by  many  millions. 

The  Chairman.  Senator,  I  did  not  know  that  there  was  anything  in 
connection  with  that  project  down  there  that  you  were  not  informed 
about. 

Senator  Hopkins.  The  general  impression  in  this  country  is  that  he 
knows  as>much  about  it  as  anybody. 

Senator  Morgan.  I  am  in  just  the  same  situation  as  this  committee 
is  to-day,  with  a  lot  of  suspicions  in  their  minds  and  not  any  satisfac- 
tory information  or  the  possibility,  probabl}^,  of  ever  digging  into  it. 
That  is  the  situation  I  am  in. 

Senator  Taliaferro.  General,  when  the  Commission  went  to  Paris, 
had  a  proposition  been  made  to  sell  that  French  property  to  this 
Government? 

General  Hains.  1  do  not  think  it  had,  sir.  I  do  not  think  it  had 
been  made  by  anybody:     In  fact,  I  am  quite  sure  that  it  had  not  been. 

Senator  Morgan.  Did  you  know  at  that  time  of  any  American  that 
had  a  right  derived  from  the  Panama  Canal  Company  to  sell  that 
property  to  the  United  States,  or  to  sell  it  to  any  syndicate  that  might 
be  formed  here  ? 

General  Hains.  No,  sir;  1  did  not. 

Senator  Morgan.  You  did  not  hear  of  it? 

General  Hains.  No,  sir. 

Senator  Morgan.  I  am  afraid  they  did  not  have  contidence  in  you, 
General,  such  as  1  have.  They  were  afraid  to  trust  you.  [Laughter.] 
However,  you  went  there,  and  you  were  entertained  there  by  the 
Frenchmen  f 

General  Hains.  The  Frenchmen  gave  us  a  dinner,  and  we  gave  them 
a  dinner.     We  had  that  much  entertainment,  and  no  more. 

Senator  Morgan.  I  ani  glad  you  had  that  much.  Then  you  came 
back,  and  then  you  went  afterwards  to  the  Isthmus  of  Panama. 

General  Hains.  Oh,  no:  I  did  not  come  back. 

Senator  Morgan.  You  went  from  there  to  the  Isthmus? 

General  Hains.  Oh,  to  Panama — yes;  I  thought  you  meant  to 
the  other  canals. 

Senator  Morgan.  No;  you  came  back  to  New  York,  and  then  went 
down  to  Panama? 

General  Hains.  And  then  in  December,  I  think  it  was.  we  went 
down  to  Panama. 

Senator  Morgan.  About  what  time  did  you  get  back  from  Paris,  if 
you  remember? 

General  Hains.  Let  me  see.  1  think  we  were  over  there  altogether 
about  six  weeks. 

Senator  Morgan.  In  Paris? 
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jSeneral  Hains.  No,  sir;  we  were  between  two  and  three  weeks,  1 
think,  in  Paris,  and  the  remainder  of  the  time  was  taken  up  in  going 
to  Kiel  and  examining  the  Kiel  Canal,  the  Amsterdam  Canal,  and  the 
Manchester  Canal. 

Senator  Morgan.  Then,  how  long  was  it  before  you  got  down  to  the 
Isthmus  again  i 

General  Hains.  We  left  here,  I  think,  to  go  to  Paris  about  the 
latter  part  of  July  or  the  first  of  August,  and  we  went  to  Panama 
about  December. 

Senator  Morgan.  Yes,  in  December;  and  you  sp^nt  about  thirty  or 
thirty -one  days  there  il 

Geneml  Hains.  No;  we  spent  about  three  months  there. 

Senator  Morgan.  At  Panama? 

General  Hains.  On  the  Isthmus.  No;  we  did  not  stay  at  Panama 
all  the  time.     We  went  to  Nicaragua  first. 

Senator  Morgan.  I  am  not  talking  about  Nicaragua;  I  am  talking 
about  what  time  you  spent  at  Panama. 

General  Hains.  You  asked  me  what  time  we  left  New  York. 

Senator  Morgan.  Yes. 

General  Hains.  When  we  went  south  there  we  did  not  go  to  Panama 
alone;  we  went  to  these  other  places. 

Senator  Morgan.  I  know;  you  went  to  Nicaragua  firsts 

General  Hains.  Yes. 

Senator  Morgan.  What  I  wanted  to  get  at  is  when  you  arrived  at 
Panama,  as  near  the  date  as  practicable,  and  how  long  you  staid 
there. 

^  General  Hains.  I  think  we  were  on  the  Panama  Isthmus  something 
like  about  three  weeks. 

Senator  Morgan.  That  is  m}^  calculation;  I  think  it  is  a  little  more 
than  that.     I  think  it  was  about  thirty  days. 

General  Haixs.  I  think  perhaps  it  was. "  I  do  not  remember  exactly, 
but  it  WHS  somewhere  about  that  time. 

Senator  Morgan.  Now,  during  that  time,  after  5^our  arrival  from 
Paris  in  New  York  and  before  3^ou  went  down  to  Nicaragua  and 
Panama,  this  subject  of  the  taking  over  of  the  Panama  Canal  was 
publicly  discussed  in  the  newspapers,  was  it  not? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  There  got  to  be  quite  rife,  active  inquiry  about 
taking  it  over? 

General  Hains.  I  do  not  remember  much  about  that,  Senator.  I 
know,  just  as  a  general  fact,  that  the  question  was  for  us  to  report  on 
the  most  feasible  and  practicable  route,  and  Nicaragua  and  Panama 
were  the  tw^o  prominent  ones.     Then  there  were  some  others  also. 

Senator  Morgan.  Did  you  meet  Buneau-Varilla  while  you  were  in 
Paris? 

General  Hains.  No,  sir;  I  never  saw  Buneau-Varilla  until,  I  thinks 
about  the  latter  part  of  1901,  over  here. 

Senator  Morgan.  Did  you  meet  General  Abbot  over  there? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  What  was  he  doing  there? 

General  Hains.  He  at  that  time  was  a  member  of  the  technical  com- 
mission of  the  French  company. 

Senator  Morgan.  And  you  conferred  with  him  about  the  canal  situ- 
ation, of  course? 
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^  General  Hatxs.  Yes,  sir. 

'  Senator  Morgan.  He  was  then  in  the  emplo.yment  of  the  French 
Government,  was  he  not,  or  the  Canal  Companj'^  ? 

General  Mains.  1  think  he  was. 

Senator  Morgan.  And  he  continued  so  for  a  long  time? 

General  Hains.  My  understanding  was  that  he  was  at  that  time,  and 
was  continued  for  some  time  afterwards,  but  how  long  I  do  not  know. 

Senator  Morgan.  Several  years — two  or  three  years? 

General  Hains.  1  do  not  think  as  long  as  that,  Senator;  but  still  I 
do  not  know. 

Senator  Morgan.  You  do  not  know? 

General  Hains.  No. 

Senator  Morgan.  Then  when  you  got  to  Panama  in  your  explora- 
tions this  subject  opened  up,  and  it  ffot  to  be  a  matter  of  very  consid- 
erable interest,  I  suppose,  to  a  good  many  people  about  whether  the 
canal  should  be  located  at  Panama  or  up  here  at  Nicaragua.  Thaf,  was 
a  great  controversy  at  that  time,  was  it  not? 

General  Hains.  Yes.  sir. 

Senator  Morgan.  Was  that  about  the  time  that  the  Oregon  doubled 
the  Horn  and  came  up  to  Santiago,  or  a  little  before? 

General  Hains.  Oh,  that  was  afterwards. 

Senator  Morgan.  Yes — afterwards.  Now,  General,  you  were  put 
upon  this  commission  of  execution  or  of  work  on  the  canal  in  April, 
1905? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  You  went  down  there  and  made  an  inspection 
of  the  work  'i 

General  Hains.  Yes,  sir. 

Senator  Morgan.  How  long  after  your  appointment? 

General  Hains.  A  little  over  three  months. 

Senator  Morgan.  Was  the  yellow  fever  prevailing  down  there  dur- 
ing that  period  of  three  montfis  ? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  And  I  suppose  that  was  a  reason,  and  a  very  good 
one,  why  the  Commission  did  not  want  to  go  down  there? 

General  Hain3.  I  do  not  know  that  the  Commission  were  anxious  to 
jump  into  a  place  where  there  was  yellow  fever,  but  1  do  not  think  the 
Commission  were  trying  to  shirk  it,  if  it  was  proper  for  them  to  go. 

Senator  Morgan.  Well,  they  found  plenty  of  work  to  do  here? 

General  Hains.  Yes,  sir;  there  was  plenty  of  work.  You  see.  Sen- 
ator, when  this  new  Commission  was  organized,  it  was  organized  on 
an  entirely  different  Imsis  from  the  old  Commission. 

Senator  Morgan.  And  with  new  material? 

General  Hains.  Nearly  all  new  material.  Before  that  the  construc- 
tion of  the  canal  was  confided  to  the  Commission.  Under  the  Presi- 
dent's order  pretty  nearh'^  all  the  duties  were  transferred  to  the  chair- 
man, the  governor,  and  the  chief  engineer. 

Senator  Morgan.  I  know  there  was  a  complete  change  in  the  pro- 
gramme of  government  and  construction  ? 

Greneral  Hains.  Yes;  and  the  other  four  members  became  practically 
consulting  engineers  to  the  chairman. 

Senator  Morgan.  I  understand  that.  I  do  not  care  about  going 
into  the  particulars  of  the  form  of  the  reconstruction.  I  want  to  get 
at  the  fact  that  there  was  a  reconstruction,  new  officers  were  put  m, 
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including  the  Commissioners  and  a  great  many  other  additional  officers, 
and  that  after  your  appointment,  and  after  you  had  participated  m 
arranging  this  new  organization,  you  went  down  there  to  put  it  into 
effect,  and  that 

General  Hains.  No,  sir;  I  did  not  go  down  there  for  that  purpose. 

Senator  Morgan.  I  am  not  speaking  of  you  personally;  I  am  speak- 
ing about  the  Commission. 

General  Hains.  No,  sir;  the  Commission  did  not  go  down  for  that 
purpose.  I  did  not  go^down  there  with  the  Commission.  I  went  down 
there  along  with  Major  Harrod  in  July,  because  Mr.  Wallace  had  just 
resigned  and  had  left  things  down  there  in  such  a  condition  that  the 
Commission  did  not  know  exactl}^  what  the  state  of  affairs  was;  and  we 
had  a  meeting,  and  at  the  meeting  it  was  ordered  that  Major  Hari-od 
and  myself  should  go  down  there  immediately  and  see  what  the  condi- 
tions were. 

Senator  Morgan.  Mr.  Wallace  had  not  been  a  member  of  the  Com- 
mission prior  to  April,  1905  if 

General  Hains.  Ko,  sir. 

Senator  Morgan.  He  was  put  into  the  new  Commission  ? 

General  Hains.  He  was  put  in  at  the  same  time  I  was. 

Senator  Morgan.  And  then  he  resigned  somewhere  about  June? 

General  Hains.  The  1st  of  July,  I  think  it  was,  or  the  latter  part 
of  June. 

Senator  Morgan.  The  latter  part  of  June  or  the  first  of  July;  yes. 

General  Hains.  Yes. 

Senator  Morgan.  And  then  3'ou  went  down  there  with  Mr.  Harrod 
for  the  purpose  of  looking  at  the  situation  and  seeing  how  ever^ything 
was  getting  on,  what  work  was  being  done,  and  all  about  it,  and  to 
examine  the  situation? 

General  Hains.  To  try  to  find  out  what  had  been  done, 

Senator  Morgan.  Y^es.  Now,  1  want  to  take  the  period  when  you 
went  there — that  is  what  I  want  to  get  at — ^and  to  ascertain  from  j'ou, 
by  comparisons  with  the  situation  that  existed  there  at  the  time\vou 
made  your  first  visit,  as  to  what  work  had  been  done  by  the  tii-st 
commission  of  construction,  headed  by  Admiral  Walker? 

General  Hains.  In  starting  a  great  work  like  that.  Senator,  there 
is  a  great  deal  that  has  to  be  done,  and  a  great  deal  had  been  done. 
At  the  time  we  were  there,  so  far  as  you  could  see  on  the  surface, 
there  was  not  much  difference  in  the  amount  of  work  done;  but  there 
had  been  an  organization  perfected,  and  they  had  gotten  to  work  and 
had  excavated  something  like  800,000  to  1,000,000  cubic  yards  of 
material  out  of  the  Culebra  Cut. 

Senator  Morgan.  This  first  Commission? 

General  Hains.  The  first  Commission  had;  yes,  sir.  Now,  those 
figures.  Senator,  are  just  rough  figures.  I  may  have  over-estimated 
that;  I  think  perhaps  I  have. 

Senator  Morgan.  I  know;  but  the  reports  will  show  what  it  was? 

General  Hains.  Yes. 

Senator  Morgan.  That  work  was  really  premature,  was  it  not? 
The  condition  of  the  other  parts  of  the  establishment  between  Colon 
and  Panama  was  not  such  as  to  justify  going  regularly  to  work  and 
digging  out  the  Culebra  Heights?  It  would  have  been  just  as  well  if 
that  work  had  been  omitted,  would  it  not? 
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General  Hains.  I  think  it  would  have  been  a  great  deal  better  if 
they  had  not  undertaken  it  at  all. 

Senator  Morgan.  But  you  remember  an  outcrj^  do  you  not,  in  the 
country  here,  about  ''making  the  dirt  fly  T' 

General  Hains.  Yes. 

Senator  Morgan.  You  remember  that? 

General  Hains.  Oh,  I  have  seen  it. 

Senator  Morgan.  You  remember  the  pledges  of  some  great,  lead- 
ing members  of  the  Cabinet  that  we  were  going  to  work  to  ''  make 
the  dirt  flv?" 

Generaf  Hains.  I  do  not  know  who  did  it,  Senator;  but  I  know 
that  I  have  heard  of  ''  flying  dirt." 

Senator  Morgan.  We  all  know,  except  you,  who  made  it.  Now, 
was  there  not.  General,  a  very  great  pressure  in  this  country  to  have 
that  digging  going  on  at  once  and  very  rapidly  while  this  first  Com- 
mission were  merely  making  preparations,  or  trying  to  make  prepara- 
tions, to  conduct  the  work  successfully  and  economically?  \Vas  there 
not  very  great  pressure  about  it'^ 

General  Hains.  I  think  a  great  many  people  had  an  idea  that  all 
they  had  to  do  was  to  send  out  a  lot  of  "people  there  and  fling  the  dirt 
out  of  a  ditch,  and  get  the  canal  built  quickly  in  that  way. 

Senator  Morgan.  And  that  was  in  fact  the  last  work  you  had  to  do 
after  you  got  ready  for  it? 

General  Hains.  I  think  there  ought  to  have  been  about  two  years 
spent  in  preparation. 

Senator  Morgan.  Two  years? 

Genei'al  Hains.  Yes,  sir. 

Senator  Morgan.  Now,  General,  in  the  way  of  preparation,  except 
the  diversion  of  this  work  into  the  Culebra  Cut,  did  you  see  any  want 
of  diligence  or  attention  or  enterprise  amongst  the  Commissioners  or 
their  employees  in  what  they  haa  been  doing  down  there?  Did  you 
find  that  they  had  been  loitering  and  disregarding  their  work,  or  any- 
thing of  that  kind?    1  refer  to  the  old  Commission  that  preceded  you. 

General  Hains.  No,  sir;  1  can  not  say  that  I  saw  any  evidence  of 
nefflect  on  the  part  of  the  old  Commission. 

Senator  Morgan.  Or  of  any  of  their  employees? 

General  Hains.  No;  I  do  not  think  on  the  part  of  any  of  the  em- 
ployees, either. 

Senator  Morgan.  Did  you  hear  any  accusations  brought  by  any- 
body a^inst  the  old  Commission  to  the  eflTect  that  they  were  not 
devoteoiy  performing  their  duty  there  in  trying  to  put  that  work  on 
its  feet  so  that  it  could  be  done  in  a  rational  way  ? 

Qeneral  Hains.  I  saw  all  kinds  of  statements  in  the  papers,  you 
know,  Senator;  that  is  about  all.  I  never  saw  an3'thing  else,  or  never 
heard  of  anything  else,  except  reports  in  the  papers;  that  is  all. 

Senator  SIorgan.  Those  reports,  as  of  course  we  know,  are  not 
predicated  upon  a  knowledge  of  the  situation. 

General  Hains.  No,  sir;  they  are  not. 

Senator  Morgan.  And  therefore  they  were  either  mistakes  or  else 
misrepresentations.  Now,  do  you  know  of  any  cause,  affecting  all  or 
any  of  the  members  of  the  first  Commission,  for  their  removal? 

General  Hains.  Cause  for  removal  of  the  members  of  the  Cora- 
mission? 
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Senator  Morgan.  Yes;  all  of  them  or  any  of  them? 

General  Hains.  I  do  not  see  how  I  could  very  well,  Senator,  become 
acquainted  with  any  cause  for  that;  becau8e,  you  know,  I  had  nothing 
to  do  with  the  Commission.     1  was  only  a  citizen  of  the  country. 

Senator  Morgan.  You  were  a  Commissioner,  of  course? 

General  Hains.  No;  not  at  that  time. 

Senator  Morgan.  But  I  mean  when  you  went  down  there  to  make 
this  inspection. 

General  Hains.  Oh,  yes. 

Senator  Morgan.  Yes,  sir;  and  you  were  looking  over  what  had 
been  done? 

General  Hains.  Yes. 

Senator  Morgan.  As  it  was  your  dutj^  and  your  right  to  do;  and 
you  had  a  right  to  make  the  most  intimate  inquiries  in  regard  to  every 
man  who  had  been  at  work  there,  to  know  whether  he  had  done  his 
duty  or  not.  Did  you  meet  with  any  accusations  against  any  man  of 
an  important  character — I  am  talking  about  men  who  controlled  the 
work — as  to  their  delinquency  or  their  want  of  efficiencj^  in  conducting 
that  work  ? 

General  Hains.  I  do  not  remember  of  any. 

Senator  Morgan.  If  such  things  had  occurred  they  certainly  would 
have  impressed  your  mind? 

General  Hains.  Yes;  I  think  so. 

Senator  Morgan.  Because  they  would  have  been  very  serious  mat- 
ters. So  that  so  far  as  you  know  or  could  discern  or  see  there  was 
no  dereliction  of  duty  that  was  visible,  if  1  understand  you  correctly, 
and  you  did  not  know  of  any  accusations  that  were  brought  against 
that  Commission  or  any  member  of  it  that  required  that  they  should 
be  removed  from  the  public  service? 

General  Hains.  No,  sir. 

Senator  Morgan.  Were  their  resignations  voluntary  or  were  they 
required;  do  you  know? 

General  Hains.  1  do  not  know. 

Senator  Morgan.  They  made  no  complaint  that  you  heard  of  about 
being  removed? 

General  Hains.  No,  sir. 

Senator  Morgan.  And  none  of  them  ever  evinced  any  dissatisfac- 
tion with  the  action  of  the  Government  in  removing  them,  so  far  as 
you  know  ? 

General  Hains.  No;  I  do  not  know  of  their  doing  so. 

Senator  Morgan.  So  that  so  far  as  you  knew  or  were  informed, 
there  was  no  known  cause  for  the  change  of  the  Commission  ? 

General  Hains.  No;  I  did  not  know  of  any  cause. 

Senator  Morgan.  You  found  that  that  old  Commission,  the  first 
Commission,  had  prepared  a  very  ample  code  of  statute  laws  for  the 
Zone  ? 

Geneml  Hains.  I  can  not  say  that  I  know  much  about  the  laws  that 
they  prepared,  Senator. 

Senator  Morgan.  You  have  seen  the  book,  have  you  not? 

General  Hains.  Yes;  I  have  seen  the  book,  but  I  have  not  read  the 
book. 

Senator  Morgan.  You  have  not  read  it?  v 

General  Hains.  No,  sir. 
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Senator  Morgan.  So  you  do  not  know  what  the  laws  of  the  Zone 
are? 

General  Hains.  No,  sir;  I  do  not  know  what  the  laws  are.     I  do  not 
consider  that  I  have  anything  to  do  about  the  government  of  the  Zone 
on  this  Commission.     I  have  nothing  to  do  with  anything  except  the 
engineering  matters. 
Senator  Morgan.  .That  is,  since  you  have  been  in  there? 
General  Haixs.  Since  I  have  been  in  there. 

Senator  Morgan.  And  vou  have  not  put  vourself  to  the  trouble  of 
trying  to  find  out  what  otlier  departments  tliere  had  been  engaged  in 
doing  i 

General  Haixs.  No;  not  specially;  no,  sir. 

Senator  Morgan.  1  have  read  that  code  of  laws,  and  I  am  supposed 
to  l>e  a  lawyer,  and  I  think  it  is  a  ver^^  highlv  commendable  body  of 
statute  laws,  and  it  must  have  taken  a  great  deal  of  work  and  a  great 
deal  of  wisdom,  too,  to  have  enacted  that  body  of  laws  for  a  perfectly 
new  situation.  That  is  the  reason  why  I  asked  you  about  the  govern- 
ment of  the  Canal  Zone.  At  the  time  that  this  Commission  took 
charge  of  the  property  there,  the  Zone,  and  before  that  time,  if  I 
understand  the  situation — and  1  want  to  see  if  you  understand  it  as  I 
do— the  civil  and  criminal  laws  that  governed  there  were  the  laws  of 
Colombia? 

General  Haixs.  Yes,  sir. 

Senator  Morgan.  Or  the  police  laws  of  the  State  of  Panama? 

(jeneral  Hains.  Yes,  sir. 

Senator  Morgan.  And  that  entire  system  had  to  be  substituted  to 
meet  new  conditions? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  That  became  the  Government  of  the  United  States  ? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  They  adopted  some  of  the  old  Spanish  laws  that 
were  remaining  there,  to* get  along  with  them  until  they  could  substi- 
tute them  with  laws  that  were  better.  It  has  alwa^'S  occurred  to  me 
that  that  was  a  very  great  labor,  and  it  was  well  performed.  Since 
you  have  been  a  Q)mmissioner,  in  whose  charge  has  the  conduct  of 
the  railroad  been! 

General  Hains.  The  Panama  Railroad  Company  ? 

Senator  Morgan.  Yes;  the  Panama  Railroad  Company.  You  were 
one  of  the  directors  ? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  Did  you  ever  participate  in  an}'  of  the  meetings? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  And  took  your  part  of  the  work  of  directing  the 
work  of  that  railroad  company  ? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  Who  are  the  chief  men  that  control  it,  besides 
the  directors? 

General  Hains.  The  president  of  the  road  and  the  superintendent 
or  chief  engineer. 

Senator  Morgan.  Who  was  the  superintendent? 

General  Hains.  The  chief  engineer  of  the  canal,  Mr.  Wallace;  I 
think  he  was  the  superintendent  during  the  time  he  was  there,  and 
Mr.  Stevens  has  been  since. 
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Senator  Morgan.  Mr.  Shouts  has  never  been  ?  He  was  president 
of  the  road '( 

General  Hains.  Mr.  Shonts  is  president  of  the  road. 

Senator  Morgan.  They  have  a  president  and  a  general  superin- 
tendent i 

(jeneral  Hains.  I  believe  that  is  his  position — general  superin- 
tendent. 

Senator  Morgan.  What  body  of  men  was  it — the  Canal  Commis- 
sioners or  the  railroad  directors — that  prescribed  the  freight  rates,  for 
instance,  for  that  railroad? 

General  Hains.  Oh,  that  was  some  officer  of  the  company.  I  did 
not  have  anything  to  do  with  that. 

Senator  Morgan.  If  you  ever  prescribed  any  freight  rates  as  a  Com- 
missioner, you  did  not  know  it? 

General  Hains.  No,  sir. 

Senator  Morgan.  Who  had  the  direction  of  the  purchase  of  the 
ships  or  the  acquiring  of  ships  in  addition  to  those  that  belonged  to 
the  railroad  under  charter  parties? 

General  Hains.  That  matter  was  considered  by  the  board  of  directors. 

Senator  Morgan.  Of  the  railroad? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  What  part  or  function  does  that  railroad  perform 
in  the  actual  work  of  carrymg  this  canal  into  successful  operation? 

General  Hains.  The  railroad? 

Senator  Morgan.  The  railroad. 

General  Hains.  Oh,  it  is  an  absolute  necessity.  It  is  like  any  tool 
for  doing  a  piece  of  work;  you  could  not  do  it  without  it. 

Senator  morgan.  Therefore,  during  the  time  since  the  thing  has 
been  in  operation  it  was  the  prime  factor  in  the  work? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  And  the  direction  of  the  railroad,  therefore,  was 
quite  as  important  a  matter  as  the  direction  of  the  work  on  the  canal? 

General  Hains.  Yes;  to  some  extent. 

Senator  Morgan.  You  got  all  your  material  from  the  railroad  from 
abroad — all  that  was  imported? 

General  Hains.  I  had  nothing  to  do  with  the  procuring  of  material. 

Senator  Morgan.  No;  you  had  not  anything  to  do  witti  it,  but  you 
have  a  general  knowledge  of  the  fact  that  all  the  material  was  imported 
there  through  the  assistance  of  the  railroad  and  its  ships? 

General  Hains.  Oh,  you  mean  carried  down  there? 

Senator  Morgan.  Carried  down  there  to  the  place. 

General  Hains.  Oh,  yes;  yes. 

Senator  Morgan.  And  of  course  the  transportation 

General  Hains.  But,  Senator,  allow  me:  I  think  perhaps  that  is  so 
as  to  a  large  amount  of  it;  but  there  was  quite  a  good  amount  also 
which  was  taken  down  there  on  other  vessels,  outside  of  the  vessels  in 
the  employ  of  the  Gov^ernment. 

Senator  Morgan.  A  great  amount  of  it,  of  course;  but  the  railroad 
was  still  an  indispensable  factor  in  supplying  material  and  men  and 
provisions  and  evervthing  else  to  that  canal  work? 

General  Hains.  iTes,  sir. 

Senator  Morgan.  Did  you  ever  sit  as  a  Commissioner  upon  the 
investigation  of  a  claim  brought  by  the  New  Panama  Canal  Company 
against  the  United  States  for  a  sum  somewhat  above  two  millions  of 
dollars? 
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General  Hains.  Did  I  ever  do  what  about  it? 

Senator  Morgan,  Did  you  ever,  as  a  Commissioner,  sit  in  judgment 
or  in  inquiry  upon  the  examination  of  such  a  claim  as  that? 

General  Sains.  No,  sir.  ^ 

Senator  Morgan.  You  have  seen  the  examination  on  the  minutes  of 
your  Commission,  have  you  not? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  You  have  seen  that? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  Did  all  that  occur  before  you  became  a  Commis- 
sioner? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  Is  it  still  pending,  undecided? 

General  Hains.  I  so  understand;  1  do  not  know.  I  suppose  it  is 
still  pending.     Yes,  1  am  quite  sure  that  it  is  still  pending. 

Senator  Morgan.  That  claim  is  still  pending  ana  undecided? 

General  Hains.  Undecided. 

Senator  Morgan.  It  covers,  if  I  understand  it  right,  work  done  on 
the  canal  between  the  time  that  the  first  offer  was  made  by  Monsieur 
Bo  in  behalf  of  that  canal  company  to  sell  the  property  and  the 
time  of  the  turning  over  of  the  propertj'  under  the  Ha^^-Varilla  treaty. 
That  is  the  period  of  time  that  was  covered  by  this  clamj,  in  my  under- 
standing. Do  you  understand  it  that  way — that  it  is  for  the  work 
done  between  tfiose  two  periods  of  time  upon  the  canal  i 

General  Hains.  1  think  the  idea  is  to  go  back  further  than  that  with 
that  claim.  Senator. 

Senator  Morgan.  How  far  back  i 

General  Hains.  Oh,  I  think  they  claim  awaj-  back  until  some  time 
when  the}'  believed  we  made  our  first  estimate.  That  would  be  some 
time  in  1899. 

Senator  Morgan.  Yes;  I  think  5'ou  are  right  about  that — when  they 
«Juppo9ed  or  believed  that  you  had  made  your  first  estimate  ? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  Which,  when  summed  up,  amounted  to  forty  mil- 
lions of  dollars? 

General  Hains.  Yes;  we  summed  up  that  it  was  worth  $4:0,(X)0,000. 

Senator  Morgan.  I  will  just  call  one  item  to  your  attention.  That 
estimate  included  the  removal  of  the  railroad  line  from  one  side  of  the 
country  there  to  another,  did  it  not?  That  estimate  included  com- 
pensation to  the  Panama  Canal  Companj-  for  having  transferred  the 
track  and  removed  it  from  one  side  of  the  Chagres  Itiver,  I  will  saj^ 
to  the  other? 

General  Hains.  Oh,  I  think  there  is  included  an  item  of  $300,000 
for  a  diversion  of  the  railroad. 

Senator  Morgan.  Yes. 

(feneral  Hains.  But  that  is  only  for  a  little  piece  of  it^ — a  small  piece 
of  it 

Senator  Morgan.  I  know  it  is  a  small  piece  of  it;  but  it  cost  a  great 
deal. 

General  Hains.  Yes;  but  it  was  not 

Senator  Morgan.     Well,  that  item  was  in  it? 

General  Hains.  It  was  to  get  the  road  around  Culebra  hill. 

Senator  Morgan.     Yes.  Why  was  that  ? 
po — ^volS— 06 ^13 
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•  General  Hains.  The  road  was  located  somewhat  farther  to  the  east- 
ward before  that,  and  it  was  removed  so  as  to  get*  around  back  of  the 
hill  and  cross  near  the  reservoir  #iat  has  been  built  there  for  the 
water-supply  of  the  city  of  Panama. 

Senator  Morgan.  The  point  1  want  to  getat  is  this:  That  all  of  that 
diversion  of  the  railroad  had  been  made  before  you  went  down  there  to 
make  your  examination,  had  it  not? 

General  Hains.  I  can  not  say. 

Seniator  Morgan.  You  do  not  know  whether  it  was  before  or  since? 

General  Hains.  No,  sir;  I  do  not  know.  No;  I  do  not  think  it  was, 
Senator.     I  do  not  think  it  was. 

Senator  Morgan.  It  was  before  any  agreement  was  made  or  accepted 
between  the  United  States  or  an}'  of  its  agents  and  the  Panama  Canal 
Companj^  for  the  purchase  of  the  property  of  the  canal  company  ? 

General  Hains.  I  can  not  say  that  positively,  either. 

Senator  Morgan.  You  do  not  know  ? 

General  Hains.  No;  I  do  not  know. 

Senator  Morgan.  That  diversion  was  not  made  after  the  first  Walker 
Commission  of  construction  took  possession?  It  was  made  before  that 
time,  was  it  not? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  Now,  that  was  made  necessary — I  want  to  get 
your  opinion  about  that — by  the  work  that  was  being  done  by  the 
Frenchmen  in  building  that  canal  through  Culebra  Heights?- 

General  Hains.  Yes,  sir. 

Senator  Morgan.  It  was  a  part  of  the  necessity  of  the  work  that 
they  were  conducting  at  Culebm  Heights  that  made  it  necessary  to 
make  this  diversion  of  a  part  of  the  track  around  that  hill,  to  put  il  on 
the  other  side  of  the  hill,  if  I  understand  it? 

Geneml  Hains.  Yes;  but  it  would  have  been  the  same  thing  if  any- 
body else  was  doing  the  same  work,  Senator. 

Senator  Morgan.  But  they  were  doing  it  for  themselves? 

General  Hains.  At  that  time  I  think  they  were. 

Senator  Morgan.  They  were  not  doing  it  under  an}'^  obligation  or 
promise  or  suggestion  of  the  United  States? 

General  Hains.  No,  sir. 

Senator  Morgan.  I  have  alwavs  been  curious  to  know  whv  that 
$300,000  item  was  put  into  that  $40,000,000. 

General  Hains.  That  $300,000  item  was  put  in  there  because  that 
diversion  we  considered  as  necessary  to  be  made. 

Senator  Morgan.  And  if  they  had  not  made  it,  you  would  have  had 
it  to  make? 

General  Hains.  If  they  had  not  made  it,  we  would  have  had  to 
make  it. 

Senator  Morgan.  It  is  equally  necessary  to  dig  the  canal  out  from 
Bohio  to  the  seaboard,  is  it  not? 

General  Hains.  Yes;  but  if  they  had  done  it,  I  think  we  ought  to 
have  paid  them  for  it. 

Senator  Morgan.  You  think  the  diversion  being  put  in  there  to 
facilitate  the  work  on  the  Culebra  Heights  was  something  that  the 
United  States  ought  to  pay  for,  althougn  it  was  done  before  we  took 
possession  or  had  anv  right  to  the  property  at  all? 

General  Hains.  Ir  the}'  are  entitled  to  pay  for  the  work  that  they 
did  after  any  specified  date  that  might  be  agreed  on,  it  seems  to  me 
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that  they  ought  to  be  paid  also  for  that  diversion  if  that  was  done 
subsequent  to  that  same  date. 

Senator  Morgan.  Well,  they  had  bought,  after  the  others  had  built 
it,  the  entire  milroad  line  through  from  shore  to  shore  or  the  stock  in 
it.  Was  it  necessary,  because  they  had  done  that  worli,  that  the 
United  States  should  pay  them  for  betterments  put  upon  it  if 

General  Hains.  T  do  not  know  about  the  betterments;  but,  Senator, 
we  paid  them  for  the.  Panama  Railroad  itself. 

Senator  Morgan.  We  paid  them  for  the  stock;  we  bought  the  stock. 

General  Hains.  We  bought  the  stock,  but  we  did  not  care  anything 
about  the  stock  itself.     What  we  wanted  was  the  railroad. 

Senator  Morgan.  But  you  could  not  get  the  railroad  without  the 
stock. 

General  Hains.  That  is  very  true. 

Senator  Morgan.  Yes.  Now,  in  buying  up  the  stock  and  paying 
them  in  full  what  they  asked  for  it,  whatever  it  was  ($8,000,000  or 
$10,000,000  or  118,000,000,  whatever  it  might  have  been),  we  paid  for 
all  that;  we  paid  for  all  the  betterments  and  all  the  improvements  and 
everything  else  that  had  been  done  there  when  we  bought  the  stock. 
That  being  so,  after  buying  the  stock  and  paying  for  it,  can  you 
exactly  see  light  through  the  proposition  that  we  ought  also  to  pay  for 
the  betterments  they  put  therein  transferring  this  road  from  one  place 
to  another? 

General  Hains.  If  the  French  company's  proposition  had  been 
accepted  before  that  diversion  had  taken  place  the  whole  cost  of  this 
would  have  fallen  on  the  United  States. 

Senator  Morgan.  But  it  was  not.  That  is  exactly  what  did  not 
happen,  and  after  that  we  bought  the  entire  property  by  buying  the 
stock. 

General  Hains.  I  am  of  the  opinion,  although  I  can  not  state  posi- 
tively about  it,  that  this  diversion  of  the  railroad  was  being  made  at 
this  very  time.  Senator — at  the  time  that  we  made  this  estimate. 

Senator  Morgan.  It  was  bein^  made  at  that  time? 

General  Hains.  Yes;  1  think  it  was  then  being  made. 

Senator  Morgan.  It  was  made  for  their  own  convenience,  was  it 
not? 

General  Hains.  Well,  yes. 

Senator  Morgan.  It  was  made  in  their  effort  to  work  out  the  canal 
plan  that  they  were  bound  to  make  good  to  Colombia? 

General  Hains.  Yes;  it  was  being  made  for  them. 

Senator  Morgan.  They  had  a  contract  with  Colombia  for  the  con- 
struction of  that  canal?    That  is  to  my^  they  had  a  concession? 

General  Hains.  Yes. 

Senator  Morgan.  And  Colombia  had  a  very  great  interest  in  it.  At 
the  end  of  ninety-nine  years  it  was  all  to  go  to  Colombia,  every  bit  of 
it,  was  it  not? 

General  Hains.  Yes. 

Senator  Morgan.  And  of  course  they  were  doing  it  in  order  to 
facilitate  their  own  work  in  holding  on  to  their  concession.  Now,  Gen- 
eral, was  not  the  work  that  they  were  doing  there  at  the  time  that  you 
saw  them  at  work  during  these  thirty  days  that  you  spent  on  the  Isth- 
mus palpably  work  that  was  being  done  in  a  perfunctory  way  in  order 
to  hold  on  to  their  concessions  from  Colombia? 

General  Hains.  I  could  only  express  an  opinion  on  that  point. 
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Senator  Morgan.  That  is  exactly  what  1  want. 

General  Hains.  Well,  it  looked  that  way. 

Senator  Morgan.  Yes;  it  did  not  look  any  other  way,  did  it? 

General  Hains.  I  think  my  answer  is  about  all  I  can  say  about  it. 
It  looked  as  though  it  w^as  being  done  in  a  perfunctory  way  for  the 
purpose  of  keeping  alive  the  concession. 

Senator  Morgan.  You  had  no  doubt  about  what  they  were  doing 
there  and  that  that  was  exactly  what  they  were  doing — they  w-ere 
working  to  keep  the  concession  alive? 

General  Hains.  I  guess  that  was  it.  I  do  not  know  positivel\%  Sen- 
ator; but  it  looked  that  way. 

Senator  Morgan.  At  the  rate  of  work  that  they  were  doing  at  the 
time  you  first  saw  that  work  there,  when  you  went  down  with  the 
Commission,  how  long  would  it  have  taken  them  to  have  completed  a 
lock  canal? 

General  Hains.  At  that  rate  of  work? 

Senator  Morgan.  Yes. 

General  Hains.  Oh,  I  think  they  could  have  finished  it  in  the 
course  of  fifty  or  seventy-five  years. 

Senator  Morgan.  Yes,  1  expect  they  would;  but  the  concessions 
would  have  been  dead  forty-five  or  fif tv  years  before  they  got  through 
it,  and  Colombia  would  have  had  it  all.  That  was  the  situation  they 
were  in. 

Now,  while  they  were  doing  this  work  on  Culebra  Heights  they  were 
permitting  the  prism  of  the  canal  that  they  had  dredged  out  to  fill  up, 
without  taking  any  care  of  it  at  alH     Was  not  that  the  situation? 

General  Hains.  I  think  that  is  correct. 

"Senator  Morgan.  That  was  correct  between  Bohio  and  Colon,  and 
it  was  also  correct  between  Miraflores  and  Boca  Rio  Grande? 
•   General  Hains.  Yes;  yes. 

Senator  Morgan.  I  do  not  think  I  have  any  more  questions  to  ask 
the  witness. 

Senator  Taliaferro.  General  Hains,  you  have  spoken  several  times 
in  your  examination  about  an  estimate.  Do  you  understand  that  Ihat 
property  was  bought  on  an  estimate  of  its  value,  or  for  a  round  sum  ? 

General  Hains.  Do  you  mean  the  Panama  Canal  ? 

Senator  Taliaferro.  Yes. 

General  Hains.  All  I  know  is  this.  Senator:  We  undertook  to  deter- 
mine the  value  of  that  property  of  the  canal  company,  and  we  thought 
it  was  worth  fully  forty  millions  of  dollars,  based  on  the  estimated 
quantities  of  work  done  that  would  be  of  value  in  the  plan  of  the  canal 
that  we  were  going  to  recommend,  and  other  things  in  connection  with 
it;  we  thought  it  would  be  worth  fully  forty  millions  of  dollars. 

Senator  Taliaferro.  Was  that  estimate  or  not  solely  and  entirely 
for  the  information  of  the  Commission  and  of  this  Government? 

General  Hains.  It  was  entirely  for  the  information  of  this 
Government. 

Senator  Taliaferro.  So  that  our  purchase  of  that  property  for 
forty  millions  of  dollars  was  without  any  obligation  whatever  on  our 
part  to  pay  any  more  than  $40,000,000  for  it? 

General  Hains.  Yes,  sir.  Now,  let  me  say  one  thing  there,  Senator. 
We  estimated  the  value  of  the  canal  property  at  $40,000,000.  The 
French  company,  when  they  made  a  proposition  (it  was  a  long  time 
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before  we  could  get  them  to  do  it)  when  they  did  make  a  proposition, 
they  wanted  $109,000,000. 

Senator  Morgan.  One  hundred  and  nine  millions? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  Yes,  that  is  my  recollection. 

General  Hains.  Then,  afterwards,  after  tlie  bill  for  the  construction 
of  the  canal,  1  think  it  was  on  the  Nicaragua  route,  had  passed  the 
House  of  Representatives,  they  made  this  offer — ''Here,  take  this 
canal  at  your  own  figure." 

Senator  Morgan.  That  was  the  first  Hepburn  bill,  was  it  not? 

Geneml  Hains.  I  believe  it  was  the  first  Hepburn  bill. 

Senator  Taliaferro.  They  offered  what? 

General  Hains.  They  offered  then  to  the  United  States  everything 
they  had  for  just  what  we  valued  it  at. 

Senator  Morgan.  Forty  millions  of  dollars? 

General  Hains.  Forty  millions  of  dollars.  Now,  that  -came  as  a 
proposition  from  the  French  company. 

Senator  Taliaferro.  Let  me  ask  you  right  there,  General — if  you 
know  about  it — did  they  not  remove  Monsieur  Hutin,  who  was  the 
director-general  of  that  canal  company,  from  oflSce,  and  put  Monsieur 
B6  in  for  the  express  purpose  of  makmg  that  drop  ^ 

General  Hains.  That  I  can  not  say,  li^nator. 

Senator  Taliaferro.  Did  the  French  company  offer  to  sell   that 

Kropertv  to  this  Government  at  what  your  Commission  estimated  it  to 
e  wortli,  or  did  they  offer  to  sell  it  at  $40,000,000'^ 

General  Hains.  I  think  the  thing  was  put  something  like  this:  '^  Take 
the  canal  and  everything  we  have  there  for  your  own  valuation.  You 
estimated  it  was  worth  forty  millions.  Take  it  at  forty  millions." 
That  is  the  wa}^  I  understood  it. 

Senator  Taliaferro.  So  that,  whatever  the  circumstances  may  have 
been,  the  French  company  understood  that  they  were  to  receive  forty 
millions  of  dollars  for  that  property — no  more,  no  less? 

General  Hains.  That  is  tne  way  I  understood  it. 

Senator  Taliaferro.  So  that  there  is  no  obligation- on  the  part  of 
this  Government  to  pay  anything  in  excess  of  tne  forty  millions  that 
have  been  paid? 

General  Hains.  I  do  not  think  there  is  aby  obligation  other  than 
that,  perhaps,  of  an  equitable  amount  for  work  they  did  subsequent  to 
the  time  that  we  accepted  their  proposition.  * 

Senator  Morgan.  If  you  will  allow  me,  if  there  is  any  such  equitable 
sum,  is  it  not  set  off  by  another  equitable  allowance  in  favor  of  the 
United  States  for  filling  up  that  tney  permitted  to  go  on  there — the 
dilapidation  of  their  property? 

General  Hains.  Not  the  dilapidation  of  the  property,  Senator,  in 
that  sense — the  dilapidation  of  the  property — you  might  sav  the  tilling 
up  of  the  canal,  though  1  do  not  think  there  was  mucn  more  of 
that;  but  so  far  as  the  property  was  concerned  (1  am  speaking  now  of 
the  movable  property — the  plant)  we  did  not  attach  any  value  to  it  at 
all  in  our  forty  millions,  nhen  we  made  the  estimate  of  forty  mil- 
lions of  dollars  we  did  not  consider  that  there,  was  a  locomotive  or  any- 
thing there  that  was  worth  anything. 

Senator  Taliaferro.  What  work  have  they  done  since  their  offer 
to  sell  that  property  to  us  was  accepted  by  this  Government? 
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General  Hains.  There  comes  up  a  question  of  law  that  I  am  not 
capable  of  dealing  with.  Their  oflfer  was  accepted,  I  understand,  on 
the  3d  of  March,  1903,  subject,  however,  to  the  ratification  of  a  treaty 
between  the  United  States  and  Colombia  to  enable  the  United  States  to 
step  in  and  take  possession. 

Senator  Taliaferro.  And  the  United  States  took  possession  just  as 
soon  as  satisfactory  treaty  arrangements  were  made? 

General  Hains.  Yes,  sir. 

Senator  Taliaferro.  Where  have  the^  any  claim  on  that  score,  if  it 
was  subject  to  the  ratification  of  this  satisfactory  treaty?  You  say  the 
purchase  was  made  subject  to  the  ratification  of  a  satisfactory  treaty. 

General  Hains.  It  seems  to  me  it  is  a  question  of  equity  altogether. 
The  French  company,  after  they  had  made  their  proposition  to  us, 
ffave  us  a  certain  time  in  which  to  accept  it.  I  thinK  it  was  an  option 
that  would  expire  on  the  3d  of  March,  1903. 

Senator  Kittredge.  Was  not  that  option  extended? 

General  Hains.  I  do  not  know.  I  did  not  have  an3'thin^  to  do  with 
the  canal  after  that,  so  that  I  do  not  know  much  about  it;  but  as  I 
understand  it,  I  think  the  Attorney-General  accepted  the  proposition 
on  the  3d  of  March,  subject  to  these  conditions.  ' 

Senator  Taliaferro.  Subject  to  satisfactory  treaty  arrangements? 
,     General  Hains.  Yes,  sir. 

Senator  Morgan.  I  had  a  document  printed  yesterdav  and  referred 
to  this  committee  that  I  got  from  the  Attorney-General,  setting  forth 
all  of  the  propositions  and  all  of  the  agreements;  so  we  have  the  ofiicial 
status  upon  that  question. 

Senator  Taliaferro.  In  negotiating  the  purchase  of  that  property,  I 

through  whom  were  the  negotiations  conducted  on  the  part  of  the  I 

French  company?     Who  represented  the   French  company  in    the  ' 

negotiations? 

General  Hains.  I  do  not  know  that  1  can  answer  that  question  from  I 

my  own   knowledge.     During  a  part  of  the  time  I  know  that  Mr.  I 

Hutin,  the  director,  was  in  negotiation  either  with  the  Commission  or 
with  the  chairman  of  the  Commission;  and  subsequently  he  was 
removed,  or  subsequently  Mr.  Bo  was  made  director,  and  1  think  the 
matter  was  consummateci  by  Mr.  Bo,  assisted  bv  Mr.  Lampr6.  Mr. 
Lampr^,  the  secretary  of  the  company,  was  in  Washington  a  part  of 
the  time  when  these  negotiations  were  going  on;  but  I  had  very  little 
to  do  with  it  at  the  time.  In  fact,  I  did  not  have  anything  to  do  with 
it,  and  I  only  know  that  these  things  were  going  on  as  a  matter  of 
common  knowledge  to  auybod}'  that  might  be  around  the  Commis- 
sion's office.  I  was  not  getting  any  pay  as  a  member  of  the 
Commission  at  that  time. 

Senator  Taliaferro.  You  are  a  member  of  the  Commission  now  i 

General  Hains.  Yes,  sir;  I  am  now. 

Senator  Taliaferro.  And  you  say  this  claim  for  something  over 
two  millions  of  dollars,  this  claim  of  the  French  company  for  addi- 
tional compensation,  is  now  pending  in  the  Commission? 

General  Hains.  I  do  not  understand  that  it  is  pending  in  the  Com- 
mission; no,  sir. 

Senator  Taliaferro.  Has  it  not  been  presented  to  the  Commission  ? 

General  Hains.  It  was  presented  to  the  Commission,  and  the  Com- 
mission acted  on  it  about  a  year  and  a  half  ago. 

Senator  Taliaferro.  Wliat  action  did  the  Commission  take? 
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General  Hains.  I  think  the  action  of  the  Commission  was  adverse; 
but  they  have  not  given  up  all  idea  of  working  the  claim  through,  not- 
withstanding. 

Senator  Taliaferro.  Did  you  coincide  with  the  decision  of  the 
Commission  ? 

General  Hains.  I  never  went  into  that  subject,  Senator. 

Senator  Taliaferro.  You  were  not  on  the  Commission  at  that  time? 

General  Hains.  No,  sir;  1  was  not  on  the  Commission  at  that  time, 
and  I  do  not  know  enough  about  it  to  justify  me  in  expressing  an  opin- 
ion.    1  would  rather  not  express  an  opinion. 

Senator  Taliaferro.  Has  the  claim  been  presented  to  the  present 
Commission? 

General  Hains.  To  this  existing  Commission? 

Senator  Taliaferro.  Yes. 

General  Hains.  No,  sir;  not  that  I  know  of.  I  think  it  is  now  a 
matter  of  arbitration  in  some  way. 

Senator  Taliaferro.  In  what  way? 

General  Hains.  1  do  not  know. 

Senator  Taliaferro.  Who  is  to  arbitrate  it? 

General  Hains.  I  think  they  have  asked  the  President  to  do  so. 

Senator  Taliaferro.  Through  whom? 

General  Hains.  1  was  called  oefore  the  Assistant  Attornev-General 
a  few  days  ago  to  give  my  testimony,  or  to  give  my  recollection  of 
how  those  estimates  were  made  up,  and  that  was  with  a  view  to  its 
effect  on  this  claim.  I  understood  that  they  had  agreed  to  let  it  be 
determined  by  the  President  whether  they  are  entitled  to  anything  or 
•not,  just  as  a  matter  of  equit3\  Of  course  that  would  not  give  them 
the  money. 

Senator  Taliaferro.  When  you  say  "they"  have,  you  understand, 
agreed  to  leave  it  to  the  President,  wHo  do  you  mean  ? 

General  Hains.  I  mean  the  representatives  of  the  canal  company. 

Senator  Taliaferro.  The  French  company? 

General  Hains.  Yes,  sir. 

Senator  Taliaferro.  Who  are  they? 

General  Hains.  Cromwell  &  Sullivan,  1  think,  is  the  name  of  the 
firm. 

Senator  Taliaferro.  You  say  you  were  called  before  the  Assistant 
Attomey-Geneml  recently  in  connection  with  this  case? 

General  IJains.  Yes,  sir. 

Senator  Taliaferro.  What  was  his  name? 

General  Hains.  Charles  H.  Russell,  I  think  his  name  is:  Mr. 
Russell. 

Senator  Morgan.  Was  it  Mr.  Russell  you  appeared  before  to  give 
your  statement? 

General  Hains.  Mr.  Russell  and  Mr.  Hill.  Mr.  Russell  represented 
the  United  States.  Mr.  Hill,  I  understand,  represented  the  canal 
company  in  the  capacity  of  a  member  of  the  nrm  of  Cromwell  & 
Sullivan. 

Senator  Morgan.  That  was  just  a  few  days  ago? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  So  the  matter  is  pending  yet  ? 

General  Hains.  That  is  the  reason,  1  suppose,  it  is  pending. 

Senator  Morgan.  Of  course,  they  would  not  nave  asked  you  unless 
there  had  been  some  matter  pending. 
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Senator  I^aliaferro.  You  gave  your  statement,  General  Hains,  I 
understood  you  to  say  ? 

General  Aains.  Yes,  sir. 

Senator  Taliaferro.  Was  the  question  of  this  option  given  to  the 
United  States  in  connection  with  the  purchase  of  that  property  dis- 
cussed in  3^ our  investigation? 

General  Hains.  In  what? 

Senator  Taliaferro.  In  your  investigation  by  the  Attorney - 
General? 

General  Hains.  I  do  not  know  that  I  exactly  understand  your  ques- 
tion, Senator? 

Senator  Taliaferro.  The  French  company  gave  this  Government 
an  option  for  the  purchase  of  that  property  ? 

General  Hains.  Yes,  sir. 

Senator  Taliaferro.  I  say,  was  the  question  of  that  option  dis- 
cussed in  \"our  examination  by  the  Attorney-General? 

Generaf  Hains.  I  do  not  think  the  question  of  that  option  was  dis- 
cussed, exactly.  It  was  more  a  question  of  the  time  our  estimate  was 
made,  and  how  we  came  to  make  it  forty  millions  of  dollars.  That  is 
what  it  was  about — the  time  when  we  made  it,  and  how  we  made  it, 
what  we  based  it  on. 

Senator  Taliaferro.  You  are  quite  clear  that  your  Commission 
fixed  this  price  of  forty  millions,  instead  of  the  French  company? 

General  Hains.  Oh,  it  is  in  our  report;  we  fixed  it  at  forty  millions 
of  dollars.     I  can  show  you  where  it  is  in  our  report. 

Senator  Morgan.  Perhaps  I  can  refresh  your  memorj'^  about  that. 

Senator  Taliaferro.  I  would  like  to  have  3^ou  read  it.  Just  read 
it,  General. 

General  Hains.  This  is  the  report  of  the  Commission  of  1899-1901 
[reading]: 

''The  quantities  given  in  the  foregoing  estimate  are  based  upon  the 
present  condition  on  the  Isthmus,  utilizing  the  excavations  already 
,  made  where  they  are  useful.  The  new  company  has  excavated  about 
5,000,000  cubic  yards"— ^ 

That  is,  altogether;  it  is  what  the  new  compan}-  had  done  in  several 
years  [reading]: 

"Which,  added  to  the  72,000,000  cubic  yards  excavated  prior  to  its 
organization,  make  a  total  of  77,000,000  cubic  yards  excavated  by  the 
two  companies.  Much  of  it  is  of  no  value  because  of  the  various 
changes  of  plan.  For  example,  sites  for  locks  have  been  excavated 
and  then  abandoned;  the  spoil  banks  on  the  Atlantic  maritime  section 
frequently  come  within  the  limits  of  the  canal  prism  now  projected, 
and  must  be  rehandled.  The  amount  of  work  done  which  will  be  of 
value  under  the  plan  recommended  by  the  Commission  has  been  care- 
fully computed  tor  the  main  canal  line,  and  is  found  to  be  36,689,965 
cubic  yards. 

"The  amount  of  excavation  which  can  be  utilized  in  the  Chagres 
diversion  is  210,873  cubic  yards,  and  in  the  Gatun  diversion  2,685,41)4 
cubic  yards.  Adding  these  together,  the  total  quantity  of  excavation 
which  will  be  of  value  in  the  new  plan  is  39,586,332  cubic  yards.  A 
temporary  diversion  of  the  Panama  Railroad  has  been  made  at  the 
Culebra  Cut,  which  also  umst  be  considered.  Using  the  same  clasj^ifi- 
cation  of  materials  and  the  same  unit  prices  as  in  the  other  estimates, 
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with  the  20  per  cent  added  for  contingencies,  the  value  of  the  work 
done  is  found  to  be: 

Canal  excavation $21,020,386 

Chagres  diversion 178,186 

Oatun  diversion 1, 396, 456 

Railroad  diversion  (4  miles) 300,000 

22,895,028 
Contingencies,  20  per  cent 4, 579, 005. 

Senator  Morgan.  That  was  just  added  to  the  price? 

General  Hains.  We  explain  that  after  awhile,  Senator;  it  comes  in 
later. , 

Senator  Morgan.     All  right. 

General  Hains.     Making  an  aggregate  of  $27,474,033  [reading], 

"There  is  on  hand  an  immense  amount  of  plant,  consisting  of  loco- 
motives, excavators,  dredges,  cars,  rails,  and  machines,  implements, 
tools,  spare  parts,  and  supplies  of  various  kinds,  besides  buildings  used 
for  offices,  quarters,  storehouses,  hospitals,  and  miscellaneous  purposes, 
and  some  30,000  acres  of  land.  The  inventory  furnished  to  the  Com- 
mission includes  manv  thousands  of  items,  classified  as  follows:" 

Then  comes  in  lancis,  buildings,  and  so  on. 

Senator  Taliaferro.  Yes;  you  need  not  read  that. 

General  Hains  (reading):  ''As  a  general  rule,  this  property  shows 
signs  of  attention,  and  the  evidence  seems  satisfactory  that  it  has  been 
well  cared  for  since  the  liquidator  took  charge  of  it  in  1889.  It  would 
manifestly  be  imprudent,  however,  to  fix  a  value  upon  anj'^  important 
machine  which  has  been  idle  that  length  of  time  without  first  actually' 
testing  it  at  work,  however  neatly  painted  and  sheltered  it  may  now 
be.  Much  of  the  property  is  ill  adapted  to  American  methods,  and  all 
of  it  is  now  from  thirteen  to  twenty  years  old,  during  which  period 
the  improvements  in  this  class  of  machinery  have  been  such  that  con- 
tractors would  generally  find  it  to  their  advantage  to  buy  entirely  new 
machinery  of  modern  pattern  rater  than  attempt  to  use  this  of  an 
older  class,  even  if  given  to  them  free  and  in  good  order. 

''The  locomotives,  rails,  and  cars  may  be  of  some  service,  but  their 
value  is  doubtful;  the  locomotives  are  much  lighter  than  is  desirable 
for  economical  service,  the  rails  are  of  a  pattern  ill  fitted  to  rough 
Ui«e,  and  the  cars  have  narrow-tread  wheels.  The  cars  are  probably 
the  best  part  of  the  whole  outfit.  It  has  seemed  to  the  Commission 
that  in  acquiring  the  Panama  Canal  the  United  States  should  not  buy 
this  plant  as  a  whole,  and  that  no  special  allowance  should  be  made 
for  it  in  estimating  the  total  value  of  the  property.  Its  owners  may 
realize  something  by  the  sale  of  portions  of  it  to  contractors  if  the 
latter  find  that  they  can  use  it  to  advantage.  This  valuation  is  all 
that  the  Commission  can  put  upon  the  plant;  it  has  already  appeared 
in  the  estimates,  since  the  unit  prices  have  been  fixed  upon  the  condi- 
tion that  contractors  furnish  their  own  plant." 

Now,  there  is  a  paragraph  about  the  value  of  buildings  and  another 
one  about  the  value  of  concessions  and  lauds.     Shall  I  read  them  i 

Senator  Taliaferro.  You  need  not  read  those.  Just  go  to  your 
summing  up. 

General  Mains.  The  summing  up  is: 

"The  existence  of  the  Panama  Kailroad  is,  however,  a  very  impor- 
tant factor,  as  it  supplies  a  service  railroad  for  the  entire  length  or  the 
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canal.  On  the  basis  of  $75,000  a  mile,  this  railroad  would  be  worth 
$3,500,000,  which  is  half  the  face  value  of  its  capital  stock.  In  view  of 
its  good  condition  and  its  valuable  termini,  it  snould  not  be  estimated 
for  purposes  of  canal  construction  at  less  than  $6,850,000,  the  par  value 
of  tne  68,600  shares  of  its  stock  held  by  the  canal  company.  The 
exceptional  gage — 5  feet — somewhat  reduces  its  value,  as  it  adds  to  the 
cost  of  rolling  stock.  The  maps,  drawings,  and  records  are  unusually* 
complete  and  their  value  is  great,  though  not  capable  of  accurate  esti- 
mate. In  the  judgment  of  the  Comfflission  a  fair  allowance  for  these 
would  be  $2,000,000. 

"Summing  up  the  foregoing  items,  the  total  value  of  the  property 
is  found  to  be:  .         . 

Excavation  already  done $27,474,033 

Panama  Railroad  stock  at  par 6, 850, 000 

Maps,  drawings,  and  records 2, 000, 000 

Total 36,324,033 

"To  which  add  10  per  cent  to  cover  omissions,  making  the  total 
valuation  of  the  Panama  Canal  $40,000,000." 
Senator  Morgan.  That  10  per  cent  has  been  added  in  before  on  the 

digging. 

Geneml  Hains.  Oh,  that  10  per  cent  for  the  digging.  Senator,  is 
correct;  but  this  last  part  was  not  for  digging. 

Senator  Morgan.  That  has  been  added  in  oefore,  and  it  is  put  in 
again  i 

General  Hains.  Oh,  no;  no,  sir. 

Senator  Morgan.  That  is  the  way  I  understand  it. 

General  Hains.  Oh,  no;  you  are  wrong  there. 

Senator  Morgan.  Here  is  so  much  digging  done  on  these  various 
items  that  you  have  mentioned,  so  many  cubic  yards  ascertained  that 
are  useful  to  the  United  States? 

General  Hains.  Yes,  sir. 

Senator  Morgan.  And  that  is  summed  up  at  a  certain  sum  of  money 
as  being  the  then  present  value  of  it.  Whv  do  3^ou  add  20  per  cent  to 
that?. 

General  Hains.  We  undertook  to  estimate  the  cost  of  excavation 
there  at  certain  unit  prices.  There  was  a  certain  amount  for  dredging, 
a  certain  amount  for  dry  excavation,  a  certain  amount  for  rock  under 
water  ($4.75  for  the  latter),  and  all  that  sort  of  thing.  Then,  after 
that,  we  added  20  per  cent  for  contingencies.  In  order  to  make  the 
estimate 

Senator  Morgan.  But  there  were  not  any  contingencies  about  work 
that  had  already  been  done. 

Geneml  Hains.  Yes;  but,  then,  there  were  all  kinds  of  things  that 
were  covered  in  that.  We  were  taking  it  on  the  basis  of  our  own 
estimates,  and  in  all  our  estimates  for  computing  the  cost  we  always 
added  20  per  cent  for  contingencies. 

Senator  Morgan.  How  about  the  contingencies  put  on  the  two 
millions  of  dollars  with  reference  to  maps?  They  were  already  com- 
pleted. 

General  Hains.  Yes;  but  we  state  in  there  that  they  are  not  suscep- 
tible of  accurate  estimate.     1  think  they  were  very  cheap. 

Senator  Morgan.  Really,  then,  the  20  per  cent  estimate  for  con- 
tingencies was  put  on  in  order  to  make  a  libeml  allowance? 
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General  Hains.  I  do  not  think  it  was  for  that,  Senator.  That  esti- 
mate was  made  up,  and  it  was  found  that  it  amounted  to  very  nearly 
forty  millions  of  dollars.  It  is  not  exactly  forty  millions  of  dollars; 
you  put  10  per  cent  in  and  it  will  not  make  forty  millions  of  dollars. 

Senator  Morgan.  I  know  there  is  a  gap  to  be  filled  in,  and  I  do  not 
know  how  it  ever  was  filled. 

General  Hains.  But  we  made  it  pretty  nearly  forty  millions  of 
dollars,  and  we  simply  said,  "'Well,  we  will  call  it  forty  millions  of 
dollars." 

Senator  Morgan.  Yes. 

General  Hains.  And  we  were  satisfied  that  that  was  a  very  low  esti- 
mate.    I  am  satisfied  that  it  was  a  very,  exceedingly  low  estimate. 

Senator  Taliaferro.  That  report  was  made  in  1901. 

General  Hains.  Yes,  sir;  I  thmk  in  November,  1901. 

Senator  Taliaferro.  If  your  idea  is  that  that  property  was  pur- 
chased with  some  reference  to  your  estimate  as  to  its  value,  why  has 
there  not  been  added  to  the  price  the  outlay  by  the  French  company 
since  this  report  was  made,  smce  1901? 

General  Hains.  I  think  that  is  the  question  that  is  up — that  is  what 
constitutes  the  claim. 

Senator  Taliaferro.  Covering  that  time  from  1901  ? 

General  Hains.  Well,  I  do  not  know;  I  think  the}'-  go  back  a  little 
further  than  that.  They  want  to  claim  back  as  far  as  1899,  when  we 
made  our  estimate.  They  want  to  ^et  back  to  the  date  when  we  made 
the  estimate  from  certain  cross  sections  that  they  gave  us. 

Senator  Morgan.  Going  back  to  1899  was  probably  due  to  the  zeal 
of  the  counsel  representing  the  claim  and  wanting  to  make  it  as  large 
as  possible;  and  representing  the  United  States  at  the  same  time,  they 
baa  the  thing  pretty  much  in  their  own  hands,  or  they  thought  they 
had. 

Now  I  want  to  call  your  attention  to  the  fact  that  when  Mr.  Bo 
cabled  to  the  French  embassy  here  and  told  them  to  accept  the  estimate 
of  the  United  States,  as  stated  in  the  report  of  the  Commission  upon 
the  pages  which  you  have  just  now  read,  they  made  the  proposition 
to  accept  the  estimate  as  made  on  those  pages  of  that  report.  You 
rememoer  that,  do  you  not? 

General  Hains.  I  do  not  remember.  Senator;  no. 

Senator  Morgan.  I  have  the  record  of  it  here  to  show  that  from  the 
Attorney-General. 

General  Hains.  That  settles  it  better  than  I  could  remember  it. 

Senator  Morgan.  So  that  question  is  all  settled  by  the  record.  Has 
Mr.  Cromwell  ever  talked  this  subject  ovefr  with  you? 

General  Hains.  I  do  not  think  I  ever  had  any  conversation  at  all 
with  Mr.  Cromwell  about  it. 

Senator  Kittredge.  Did  you  with  Mr.  Hill? 

General  Hains.  I  did,  a  few  days  ago.  He  came  and  asked  me 
about  it  and  asked  me  if  I  would  go  up  before  the  Assistant  Attorney- 
General  and  allow  them  to  ask  me  some  questions  about  it,  and  that  is 
what  I  drd. 

Senator  Kjttredge.  Did  you  talk  with  him  regarding  the  statement 
that  you  should  make? 

General  Hains.  I  did  n^t  go  up  with  him,  but  I  went  up  there  and 
met  him  there  and  met  Mr.  Kussell  there. 
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(By  request  of  Senator  Kittredge,  his  question  was  read  aloud  by 
the  stenographer,  as  follows:) 

"  Did  you  talk  with  him  regarding  the  statement  that  you  should 
make?" 

General  Hains.  He  asked  me  what  my  memory  was  about  it,  and  I 
told  him  what  I  remembered  about  it,  and  he  seemed  very  much  dis- 
appointed that  my  memory  did  not 

Senator  Morgan.  General,  have  you  ever  found  out,  or  do  you  know, 
how  that  gap  was  filled  up  between  the  forty  millions  of  dollars  and 
the  smaller  sum  that  was  added  up  as  the  calculation  of  the  value  of 
what  we  were  getting  from  the  Panama  Canal  Company  ? 

General  Hains.  That  estimate.  Senator,  was  gotten  up  by  the  Pan- 
ama committee.  The  Commission  consisted  of  nine  members;  and  that 
committee,  which  had  special  care  of  the  study  of  all  matters  per- 
taining to  the  Panama  route,  consisted  of  three  members— General 
Ernst,  Professor  Burr,  and  Mr.  Morison.  That  estimate  was  gotten 
up  by  them  and  submitted  to  the  full  Commission  for  its  action;  and 
alter  going  over  it  and  talking  about  it  we  accepted  those  figures. 

Senator  Morgan.  So  the}'  just  moved  the  figures  up  from  the  actual 
estimate  as  it  summed  up  in  figures  to  forty  millions  of  dollars  as  an 
act  of  grace  ? 

General  Hains.  Well,  I  think,  Senator,  that  if  we  had  taken  it  that 
way  we  should  have  started  with  some  higher  figure  than  forty  millions. 

Senator  Morgan.  I  just  wanted  to  know  how  they  ever  arrived  at 
the  round  sum  of  fortv  millions  of  dollars  when  the  calculations  were 


General  Hains.  Well,  j^ou  see  by  the  figures  there  that  they  do  not 
come  out  an  even  forty  millions  of  dollars,  but  we  just  put  down  the 
lump  sum. 

Senator  Morgan.  That  is  it? 

General  Hains.   We  just  took  a  lump  sum. 

Senator  Morgan.  But.  in  excess  of  the  actual  estimates  that  you 
had  made,  allowing  20  per  cent  for  contingencies? 

General  Hains.  I  really  do  not  know,  now,  whether  it  is  in  excess 
or  the  other  way. 

Senator  Morgan.  The  figures  show  that  it  is. 

General  Hains.  It  is  not  much  either  way. 

Senator  Morgan.  It  is  about  a  million  of  dollars — nearlv  a  million. 

Senator  Taliaferro.  General,  were  'you  a  member  of  the  Commis- 
sion in  1902? 

General  Hains.  I  was  a  piember  of  the  Commission,  yes;  on  fur- 
lough without  pay.  The  President,  I  might  say,  kept  the  entire  Com- 
mission in  existence  for  the  purpose  of  calling  it  together  in  case 
anything  should  occur  and  he  wanted  to  get  the  Commission  together, 
you  know,  for  any  purpose;  so  that  really  the  Commission  of  1899 
was  not  dissolved  until  March,  1903.  But  we  had  all  been  put  on  fur- 
lough without  pay. 

Senator  Taliaferro.  Do  you  know  anything  about  the  chairman 
of  the  Commission,  Admiral  Walker,  at  that  time  receiving  such  a 
telegram  as  this: 

"The  New  Panama  Canal  Company  declares  that  it  is  readv  to  accept 
for  the  whole,  without  exception,  of  its  property  and  rights  on  the 
Isthmus  the  amount  of  $40,000,000,  the  above  offer  holding  good 
until  March  4,  1903?" 
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General  Hains.  I  knew  about  that  at  the  time;  yes. 

Senator  Taliaferro.  Would  that  not,  in  your  judgment,  absolutely 
out  off  all  demands  on  this  (jovernment  for  extra  work  or  excess  of 
work  prior  to  that  date? 

General  Hains.  I  should  think  it  would  prior  to  that  date,  yes; 
but  subsequent  to  that  date  was  what  I  was  referring  to  as  what,  it 
seemed  to  me,  they  might  in  equity  have  a  just  claim  for. 

Senator  Taliaferro.  Construing,  now,  that  cablegram  in  the  nature 
of  an  option,  if  that  were  extended  beyond  the  4th  of  March,  1903,, 
by  the  French  company,  the  period  of    extension  would    also    be 
excluded  in  anj^  demand  for  extra  pay,  would  it  not? 

General  Hains.  Yes,  sir. 

Senator  Taliaferro.  That  is  all  I  want  to  ask. 

Senator  Ankeny.  In  your  estimate,  what  did  you  allow  them,  a  yard, 
for  this  earth  or  material  that  went  out  of  the  Culebra  cut? 

General  Hains.  Different  prices. 

Senator  Ankeny.  It  was  a  fixed  price  per  yard? 

General  Hains.  No,  sir:  there  were  several  prices. 

Senator  Ankeny.  But  the  basis  of  3'^our  calculation  was  so  much  a 
yard? 

General  Hains.  That  was  the  basis  of  it. 

Senator  Ankeny.  Then  you  allowed  them,  say,  for  33,000,000  cubic 
yards,  or  some  given  sum? 

General  Hains.  Yes,  sir. 

Senator  Ankeny.  On  the  basis  that  you  would  use  that  much  ?  That 
that  was  the  basis  of  your  whole  offer,  that  that  much  was  useful  to 
this  Government  or  to  your  Commission  ? 

General  Hains.  Yes,  sir;  to  this  Government. 

Senator  Ankeny.  Now,  suppose  by  some  operation  we  use  some 
more  of  their  work;  have  they  a  claim  for  the  difference  in  that? 

General  Hains.  No,  sir;  I  do  not  understand  so. 

Senator  Ankeny.  In  their  bill  you  included  so  much,  and  you  shut 
out  the  rest,  because  you  did  not  need  it,  because  you  did  not  use  it? 

General  Hains.  Yes,  sir. 

Senator  Ankeny.  If  it  was  established  that  you  did  use  it,  do  you 
think  they  would  have  any  claim  to  it? 

General  Hains.  I  do  not  think  so.  I  am  not  a  lawyer.  I  think  you 
could  tell  that  better  than  I. 

Senator  Ankeny.  I  am  not  a  lawyer. 

General  Hains.  As  a  matter  of  law  I  do  not  think  you  could.  As  a 
matter  of  justice  they  might,  under  some  circumstances. 

Senator  Ankeny.  There  is  such  a  claim  made,  and  that  is  the  reason 
I  speak  of  that.  You  remember.  Senator  Morgan,  that  there  was  a 
claim  made,  for  instance,  that  allowed  them  for  33,000,000  cubic  feet, 
or  something,  and  that  was  all  that  was  useful  to  us,  and  the  rest  was 
of  no  account.  If  we  use  more  of  that,  what  is  our  position  in  the 
matter? 

Senator  Morgan.  I  was  thinking  of  that  in  connection  with  the 
Gratun  diversion.  We  throw  that  away,  in  the  plan  that  is  proposed 
by  the  minority  of  the  committee. 

General  Hains.  You  adopt  a  lock  canal  and  vou  do  not  want  it. 

Senator  Morgan.  We  have  paid  for  it  and  then  throw  it  away. 

Senator  Ankeny.  You  do  not  understand  that  there  is  any  claim 
against  us  for  it? 
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General  Hains.  No,  sir;  I  do  not  understand  that  there  would  Ije  any 
claim.  I  do  not  think  they  are  making  any.  ' 

Senator  Ankeny.  Not  even  in  the  Gatun  matter? 

General  Hains.  No,  sir. 

The  Chairman.  General,  I  believe  we  are  through  with  you,  then, 
and  we  are  very  much  obliged  to  you,  sir. 

(Thereupon  the  committee  went  into  executive  session;  after  which 
it  adjourned  until  Thursday,  March  29,  1906,  at  10.30  o'clock  a.  m.). 

The  following  communication  is,  by  direction  of  the  committee, 
printed  as  a  part  of  the  record: 

2013  Kalokama  Avenue  NW., 

Washhigtmi,  D.  C,  March  26,  1906. 
Hon.  Joseph  H.  Millard, 

Chairman  Committee  oii  Interoceanic  Canaln^ 

United  States  Senate^  Washington,,  D,  C 
Sir:  In  accordance  with  your  request,  I  have  the  honor  to  submit  the 
following  views  respecting  the  Panama  Canal,  now  under  consideration 
by  your  committee: 

RELATIVE   MERITS  OF  SEA-LEVEL  AND  LOCK   PROJECTS. 

The  most  important  consideration  from  an  engineering  point  of  view 
in  projecting  a  transit  route,  whether  a  railroacTor  a  canal,  is  to  adjust 
the  details  to  the  topography  and  natural  conditions  of  the  region  to 
be  traversed.  On  tne  Istnmus  the  Chagres  River  is  the  dominating 
feature.     The  canal  and  river  must  be  near  neighbors  for  about  three- 

S[uarters  of  the  entire  distance,  and  the  real  problem  is  to  so  plan  the 
ormer  as  to  make  it  harmonize  with  the  characteristics  of  the  latter 
in  the  most  perfect  manner  possible.  The  deep  excavation  in  the 
Culebra  section  is  a  formidable  undertaking,  chiefly  because  it  will  be 
necessary  to  transport  the  spoil  to  long  distances;  but  once  executed, 
it  will  remain  without  giving  occasion  for  anxietj"  in  the  future.  The 
Chagres  is  capable  of  becommg  a  very  active  enemy  at  any  future  time 
unless  effectively  tamed  by  good  engineering  methods,  tt  is  not  with- 
out interest  to  consider  the  character  of  this  stream,  which,  under  the 
influence  of  the  tropical  rainfall,  diflPers  radically  from  any  in  the 
United  States. 

During  the  three  drj'  months  of  February,  March,  and  April  it  is  a 
small,  peaceable  river,  about  200  or  300  feet  wide,  and  carrying  a  volume 
of  about  1,400  cubic  feet  per  second  at  Bohio.  The  bed  at  Alhajuela, 
58  miles  from  the  sea  by  the  course  of  the  stream,  is  92  feet  above 
tide;  at  Gamboa  these  figures  are  47  miles  and  46  feet,  and  at  Bohio  27 
miles  and  zero  feet.  The  rainfall  in  January  and  May  is  somewhat 
variable,  and  afltects  the  flow  accordingly.  The  other  seven  months  are 
.subject  to  tropical  downpours  aggregating  about  12  or  13  inches 
monthly,  and  giving  rise  in  the  river  to  violent  freshets,  ranging  in 
number,  during  the  twenty -one  years  of  which  we  have  records,  from 
none  to  thirteen  per  month.  They  often  cany  from  30,000  to  40,000 
cubic  feet  per  second,  with  oscillations  of  20  to  30  feet,  but  they  rarely 
continue  more  than  twenty-four  hours.  The  great  floods  are  caused  by 
long-continued  storms,  and  fortunately  are  i-are;  only  six  have  occurred 
since  accurate  records  were  inaugurated.  The  largest,  that  of  1879, 
had  a  rise  of  about  37  feet  at  Gamboa  and  40  feet  at  Bohio,  carrying, 
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respectively,  80,000  and  113,000  cubic  feet  per  second.  The  most  rapid 
rates  of  rise  of  which  we  have  records  occurred  in  the  flood  of  1890. 
They  were  25  feet  in  seventeen  hours  at  Gamboa  and  19  feet  in  thirty- 
one  hours  at  Bohio. 

It  remains  to  consider  how  so  peculiar  a  river  is  dealt  with  in  the 
sea-level  and  lock  projects  for  the  canal. 

By  the  former  an  immense  dam  is  projected  at  Gamboa  by  which  the 
entire  volumes  of  floods  and  freshets  above  that  point  are  to  b^  arrested 
and  discharged  gradually  bj'  sluices  into  the  canal  at  a  maximum  rate 
of  about  15,000  cubic  feet  per  second,  thence  to  flow  to  the  sea  in  its 
channel.  It  is  to  be  noted  that  this  plan  aflfords  only  a  partial  regula- 
tion, for  long-continued  and  careful  measurements  demonstrate  that  in 
great  floods  only  two-thirds  of  the  volume  that  passes  Bohio  comes  from 
above  Gamboa,  leaving  still  to  be  dealt  with  about  35,000  cubic  feet 
per  second  deliveied  bv  the  lower  tributaries  (enough  to  raise  the 
Chagres  23  feet  at  Bofcio).  This  it  is  proposed  to  do  in  pai't  by 
forming  two  large  permanent  lakes  on  the  west  side  of  the  Uhagres, 
involving  three  dams,  each  rising  about  75  feet  above  the  ground  and 
aggregating  an  estimated  length  of  4,110  feet,  to  say  nothing  of  another 
dam  535  feet  long  and  25  feet  above  ground  to  close  a  low  place  in  the 
bounding  hills. 

These  two  lakes  are  to  be  relieved  of  their  surplus  volume  by  cuts 
near  the  sources  of  the  present  streams,  conducting  the  flow  of  the 
larger  to  the  Trinidad  River,  by  the  channel  of  which  it  will  return 
to  join  that  of  the  latter  and  plague  the  canal  levees  near  the  Agua 
Clara  marsh.  But  these  dams  regulate  only  three  of  the  larger  tribu- 
taries below  Gamboa,  leaving  fifteen  considerable  streams  and  numer- 
ous drainage  channels  of  the  rainy  season  now  discharging  into  the 
river  to  be  led  down  into  the  sea-level  canal  from  heights  ranging 
between  20  and  40  feet  above  its  surface.  These  water  courses  carry 
considerable  sediment,  and  no  adequate  provisions  for  excluding  it  are 
contained   in   the  estimates.     The  maximum  current   velocitv   thus 

fenerated  in  the  canal  is  estimated  b}^  the  majority  at  2.64  miles  per 
our  (about  4  feet  per  second). 

The  lock  project  is  free  from  all  these  complications.  By  it  the 
summit  level,  85  feet  above  tide,  extends  from  Gatun  to  Pedro  Miguel 
in  the  form  of  a  great  lake  which  floods  the  valley  to  about  5  miles 
above  Gamboa,  and  absorbs  all  the  tributaries  of  the  Chagres  at  such 
distances  from  the  transit  route  as  to  effectively  dispose  of  their  cur- 
rents and  the  sediment  carried  bv  their  waters.  The  four  regulating 
dams  proposed  by  the  sea-level  plan  are  eliminated,  being  replaced  by 
a  dam  and  three  locks  at  Gatun.  Naturally  these  works  have  formed 
the  point  of  attack  by  advocates  of  the  sea-level  plan,  because  the 
problem  of  how  to  regulate  the  Chagres  is  thus  solved  in  a  manner  at 
once  vastly  better  and  vastly  more  simple  than  by  their  own.  The 
startling  criticisms  raised  against  the  lock  sites  have  been  shown  to  be 
groundless  by  cablegrams  from  Mr.  Stevens  just  received.  He  has 
made  a  new  personal  examination,  and  pronounces  the  conditions  as 
ideal  for  construction  and  permanency.  The  question  of  the  dam, 
already  discussed  before  your  committee,  will  be  briefly  considered 
below. 

It  remains  to  compare  the  two  plans  for  the  canal  in  respect  to  the 
facilities  which  they  offer  for  the  transit  of  the  Isthmus  by  the  class 
of  vessels  contemplated  by  the  law  of  Congress,  namel}"^,  those  ^'of  the 
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largest  tonnage  and  the  greatest  draft  now  in  use,  and  such  as  may  be 
reasonably  anticipated." 

The  sea-level  plan  affords,  for  about  40  miles,  a  channel  with  a  width 
at  bottom  only  ranging  between  150  and  200  feet,  each  of  these  widths 
covering  about  20  miles,  and  having  a  uniform  depth  of  4()  feet. 
Between  Bohio  and  Miraflores,  a  distance  of  about  25  miles,  the  water 
surface  of  the  canal  is  dominated  by  high  hanks  which  for  about  8 
miles  ri^e  considerably  over  a  hundred  feet,  the  maximum  beig^ht 
exceeding  200  feet.  Of  the  entire  49  miles  between  deep  water 
in  the  oceans,  19  follow  curves,  gentle  it  is  true,  but  not  without 
difficulty  for  modern  leviathans,  especially  at  passings.  Moreover,  by 
being  made  the  channel  to  carry  the  flow  of  the  regulated  Chagres 
such  a  route  does  not  present  the  advantage  of  still  water  usually 
attributed  to  canals;  in  truth,  it  is  a  river,  which  is  far  inferior  to 
quiet  water  for  vessels  whose  length  ranges  from  three  to  four  times 
the  available  width  between  banks.  The  small  depth  of  water  under 
the  keels  of  the  larger  class  of  shipping  would  greatly  increase  the 
diflSculties  of  steering  when  the  current,  as  at  bends,  acts  unequally 
on  the  two  sides. 

The  route  for  shipping  afforded  by  the  lock-canal  project  is  next  to 
be  considered.  From  Gatun  to  Tavernilla,  a  distance  of  about  15 
miles,  and  from  near  Miraflores  to  La  Boca,  a  distance  of  about  4  miles, 
that  is  for  a  total  distance  of  about  19  miles  (one-third  of  the  whole 
distance  between  oceans)  ships  will  pass  freely  through  a  deep  channel 
1,000  feet  or  more  wide  and  leaving  nothing  to  be  desired.  The  rest 
of  the  distance  except  about  5  miles  at  the  Culebra  Cut  affords  a  chan- 
nel ranging  from  three  to  five  hundred  feet  in  width,  never  less  than 
45  feet  deep,  and  far  superior  in  every  point  of  view  to  that  of  the 
sea-level  plan.  This  is  true  even  at  the  Culebra  Cut,  for  although  the 
width  is  limited  to  the  same  figure  (200  feet)  the  depth  is  made  45  feet, 
which  will  immensely  facilitate  the  passage  of  great  ships. 

Except  for  about  4  miles  north  of  Obispo  there  will  never  be  ob- 
jectionable currents  in  any  part  of  the  route,  and  even  there  they  will 
disappear  when  the  time  comes  to  construct  the  Alhaiuela  dam  to  meet 
the  lockage  requirements  of  a  distant  future.  Neither  will  sedimen- 
tary deposits  trouble  any  part  of  the  channel  to  be  traversed  by 
shipping.  As  to  curvature,  30  of  the  49  miles  follow  straight  lines, 
ana  the  great  width  of  channel  way  will  prevent  anj-  obstruction.  The 
only  drawback  to  these  inmiense  advantages  is  the  necessity  ofpassing 
the  locks,  and  experience  at  the  St.  ]Viar3\s  Falls  ("anal  sufficiently 
demonstrates  how  little  this  really  ought  to  weigh  in  the  comparison. 
It  is  safe  to  assert  that  if  the  decision  as  to  which  route  is  the  superior 
could  be  left  tx)  a  jury  of  practical  navigators  the  result  would  not  be 
doubtful. 

It  is  well  to  recall  that  since  the  De  Lesseps  fiasco  the  question  of 
sea-level  or  lock  canal  has  been  brought  before  three  foreign  and  one 
American  engineer  commissions,  aggregating  39  members,  to  whom 
should  be  added  Mr.  Choron,  the  em  men  t  chief  engineer  of  the  French 
company.  The  decision  without  a  single  dissenting  voice  was  in  favor 
of  a  lock  canal.  This  type  alone  furnishes  a  satisfactorj^  solution  to  the 
problem  of  regulating  trie  Chagres  River,  unless  we  are  prepared  to 
incur  the  expense  of  untold  millions  in  opening  a  '^ strait'  across  the 
Isthmus. 
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In  my  judgement  the  primary  consideration  in  choosing  between  the 
two  projects  should  be  their  relative  merits  as  routes  for  shipping. 
The  elements  of  time  and  cost  are  secondary,  but  too  important  to  be 
neglected.  As  a  practical  question,  the  estimates  of  both  the  majority 
and  the  minority  were  confined  to  engineering  quantities  and  unit 
prices,  but  in  a  great  public  work  covering  so  long  a  period  it  is  well 
to  consider  unforseen  contingencies,  such  as  failure  of  contractors, 
strikes  among  the  laborers,  possible  epidemics,  to  say  nothing  of 
financial  crises  that  may  interfere  with  the  annual  appropriations  of 
Congress,  and  even  of  a  foreign  war.  In  m}'^  opinion  it  is  prudent  to 
allow  double  the  cost  and  double  the  time  for  the  completion  of  the 
sea-level  project,  and,  what  is  more  important  still,  that  when  it  is 
completed  it  will  be  distinctly  inferior  to  a  canal  with  locks.  But  to 
defer  the  completion  to  a  period  of  say  t^V-enty  years  would  be  to  tax 
the  present  generation  for  the  cost  of  construction,  and  at  the  same 
time  to  deprive  it  of  the  enjoyment  of  any  of  the  expected  advantages. 
Such  a  proposition  would  hardly  be  agreeable  to  the  tax  payers. 

THE   DAM  AT  GATUN. 

This  question  has  been  discussed  at  length  before  the  committee, 
and  only  one  further  point  suggests  itself — the  restricted  area  occupied 
by  the  material  filling  the  two  gorges  in  the  indurated  clay.  This  is 
insignificant  in  respect  to  the  remaining  imperviable  foundations  of 
the  dam,  and  if,  what  is  highly  improbable,  future  investigations 
should  indicate  that  a  moderate  loss  of  water  ma}'  occur  it  will  be  easy 
to  control  it  by  well-known  engineering  methods.  The  only  really 
permeable  material  is  restricted  to  the  bottom  of  the  western  gorge, 
wlow  the  level  of  about  200  feet.  The  entire  area  of  its  cross  sec- 
tion, only  about  500  feet  wide  at  top,  is  about  17,000  square  feet;  and 
it  can  readilv  be  made  impervious  by  pumping  down  cement.  The 
entire  area  or  cross  section  across  both  gorges  being  about  370,000 
square  feet,  with  a  length  at  top  of  about  2,650  feet,  the  latter  may 
readily  be  closed  to  a  depth  of  60  feet  by  modern  sheet  piling.  These 
two  simple  operations  would  make  absolutely  imjpervious  about  150,000 
of  the  total  370,000  square  feet,  and  by  similar  methods  the  whole 
area  might  be  closed  if  deemed  desirable.  The  entire  question  thus 
resolves  itself  into  an  engineering  detail  to  be  considered  when  the 
time  comes  to  build  the  dam. 

One  advantage  possessed  by  the  Gatun  site  is  worthy  of  attention. 
The  whole  region  of  the  Chagres  basin  Ij'ing  below  Bohio  is  but  little 
elevated  above  the  sea;  and  this  fact  greatly  reduces  the  height  need- 
ful to  raise  the  dam* in  order  to  submerge  a  wide  area  and  thus  obtain 
a  large  volume  of  water.  The  moderate  height  of  85  feet  above  tide 
suffices,  while  farther  upstream  the  needful  heights  for  reserving 
immensely  smaller  volumes  are  much  greater.  At  Gamboa  the  height 
above  ground  is  130  feet,  and  even  for  the  three  dams  on  the  west  bank 
of  the  Chagres  it  is  75  feet.  Nature  thus  simplifies  the  problem  for 
the  lock  canal. 

Another  point  mav  be  mentioned.  From  lack  of  time  no  borings  or 
survevs  were  possible  at  these  latter  three  dam  sites,  and  what  they 
woulcf  have  revealed  is  unknown.  The  estimates  for  them  are  scarcely 
better  than  an  "  engineering  guess."  Three  months  were  too  short  a 
time  for  such  studies. 
p  c— VOL  3— OG 14 
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OPEN   GATES   AT  TIDAL  LOCKS. 

It  has  been  urged  before  the  committee  that  the  tidal  lock  of  the  sea- 
level  project  is  far  less  objectionable  than  an  ordinary  lock,  because  the 
fates  may  be  left  open  for  long  periods  when  the  tiaal  height  does  not 
iffer  materially  from  that  in  tne  canal.  Actual  experience  at  Kiel 
does  not  warrant  this  expectation.  I  visited  Kiel  shortly  after  the 
canal  was  opened,  and  was  informed  by  the  officei-s  in  charee  that 
this  expectation  was  entertained  there.  Locks  had  been  deemea  neces- 
sary because  oscillations  due  to  heavy  gales  reached  extremes  of  plus 
9.6  and  minus  7.6  feet,  or  a  total  of  17.2  feet,  but  as  ordinary  tidal 
changes  did  not  exceed  a  foot  or  two  the  gates  would  remain  open  most 
of  the  time. 

I  recently  learned  from  Mr.  Tincauzer,  one  of  the  members  of  our 
board,  that  such  had  not  been  the  result  of  experience.  The  original 
intention  of  the  canal  authorities  was  to  leave  the  gates  open  for  tnree 
hundred  and  thirty  days  in  the  3'ear,  but  they  are  forced  to  keep  them 
closed  almost  all  the  time  to  avoid  the  moderate  currents  whicn  have 
been  found  to  be  very  dangerous  for  ships  traversing  the  narrow  space 
between  the  lock  walls.  This  width  is  82  feet,  only  18  feet  less  than 
is  projected  for  much  larger  ships  at  Panama.  This  fact  proves  that 
there  is  no  material  difference  between  tidal  and  other  locks  consid- 
ered as  obstructions  to  passage. 

SIZE   OF  LOCKS. 

The  fact  has  been  mentioned  before  the  committee  that  the  1,000 
by  100  foot  size  of  lock  was  adopted  by  the  full  board  by  a  vote  of 
11  to  2.  As  I  happened  to  make  the  motion  myself,  you  will  pardon 
me  if  I  give  the  reason.  The  discussion  came  up  a  little  prematurely, 
because  the  lock  committee  were  then  engaged  on  the  computations 
for  determining  the  question  of  water  supply  of  the  canal  in  the  dry 
season  and  had  not  reached  conclusions.  The  drift  of  the  discussion 
indicated  plainly  that  the  larger  size  would  be  adopted.  This  1  con- 
sidered larger  than  necessaiy,  but  I  offered  the  motion  in  order  to 
make  it  include  the  provision  that  intermediate  gates  should  be 
inserted  to  reduce  lockage  volumes  for  small  vessels.  On  my^  part  it 
was  simply  a  compromise,  as  I  favored  the  smaller  size. 

LOCKAGE  TIMES. 

This  question  has  been  fully  elaborated  before  the  committee  on 
theoretical  grounds,  amply  justified  by  obseiTations,  but  as  I  traversed 
the  four  upper  locks  or  the  Manchester  Canal  on  one  of  the  largest 
steamers  tnat  navigate  it,  speciall}'  to  study  this  class  of  questions, 
the  actual  times  noted  may  be  interesting.  The  lift  of  the  four  locks 
was  each  about  16  feet,  and  the  times  noted  at  them  hardly  differed. 
The  average  indicated: 

Minutes. 

To  open  gates U 

To  close  gates Ij 

To  enter  and  tie 3 

To  loose  and  leave 3 

Lift  of  16  feet 1 7 


Loss  at  lock 16 
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Add  for  lo8S  in  reducing  speed  when  approaching  the  lock,  and  for 
regaining  it  a^in  after  leaving,  nine  minutes,  making  a  total  loss  of 
twenty-hve  minutes  for  passing  a  lock.  These  figures  tend  to  confirm 
the  estimates  of  the  minority  as  being  ample  and  liberal. 

ATTEMPTS  TO  INTERKUPT  TRANSITS. 

Fanciful  speculations  have  been  advanced  tending  to  suggest  dangers 
of  this  malicious  character,  but  they  seem  to  be  whollv  uncalled  for. 
We  stand  pledged  to  open  the  route' to  the  commerce  of  the  world,  and 
by  adopting  the  policy  of  international  agreement  to  its  neutrality,  so 
successful  at  Suez,  all  danger  of  the  route  becoming  a  battle  ground 
will  be  eliminated.  It  is  conceivable,  however,  that  in  the  event  of 
the  passage  of  a  fleet  in  time  of  war  the  hostile  nation  might  plot  its 
interruption,  and  as  a  military  engineer,  whose  duties  have  made  him 
familiar  with  the  use  of  modern  high  explosives,  I  have  given  thought 
to  the  relative  dangers  of  such  attempts  as  directed  against  the  two 
proiects. 

T^he  most  vulnei-able  points  are  not  the  locks  and  sluiceways,  for 
these  occupy  but  little  space  and  would  certainly  be  guarded  effectively . 
The  danger  would  be  at  the  points  where  a  narrow  waterway  traverses 
a  jungle,  favoring  the  placing  of  a  bag  of  dynamite  where  the  ship 
must  certainly  pass,  and  where  a  man  concealed  in  the  undergrowtn 
could  lie  in  wait  to  fire  the  mine  with  a  portable  electrical  igniter,  little 
exposed  to  danger  of'  detection  by  a  patrol.  Such  places  abound  on 
the  long  and  narrow  route  of  the  sea-level  project,  but  are  rare  and 
easily  watched  on  the  relatively  broad  lake  route.  The  conclusion  is 
thus  manifest  that  the  former  has  miich  more  to  fear  from  such  opera- 
tions than  the  latter.  Moreover,  actual  experience  at  Suez  has  not . 
developed  any  such  hostile  tendency. 

DANGERS  FROM   EARTHQUAKES. 

Fortunatelv  the  Panama  route  traverses  a  region  less  exposed  to 
this  danger  than  any  other  in  Central  America.  It  lies  about  midway 
between  the  long  line  of  volcanoes  extending  southward  from  Colom- 
bia and  northward  from  Costa  Rica,  and  that  destructive  earthj^uake 
shocks  are  very  rare  is  attested  by  the  wide,  flat  arch  in  the  ruins  of 
the  Santo  Domingo  Convent  at  ranama,  which  has  stood  uninjured 
since  the  early  days  of  this  ancient  city.  Accurate  seismographic  rec- 
ords kept  recently  for  the  same  forty -four  consecutive  months  at  Pan- 
ama ana  San  Jose  de  Costa  Bica  indicate  4  slight  shocks,  lasting  ten 
seconds,  at  the  former,  and  91  slight  and  35  strong  shocks,  lasting  six- 
teen minutes,  at  the  latter. 

A  really  formidable  earthquake  might  disturb  the  adjustment  of  the 
lock  gates,  but  could  hardlyaffect  such  an  artificial  hill  as  forms  the 
projected  dam  at  Gatun.  What  it  would  do  to  an  all-masonry  dam 
rising  200  feet  above  its  base  at  Gamboa,  and  sustaining,  it  may  be,  a 
head  of  130  feet  of  water  behind  it,  is  not  so  certain.  A  failure  of 
ttis  dam  from  any  cause  would  overwhelm  a  sea-level  canal  with  a 
flood  compared  with  which  the  disaster  at  Johnstown  would  be  as 
nothing. 
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LOW-WATER  SUPPLY  OF  THE  CANAL. 

Doubts  have  been  suggested  to  the  committee  as  to  the  sufficiency 
of  the  water  supply  of  tne  lock  canal  when  the  traffic  becomes  very 
great,  and  a  few  facts  as  to  the  matter  may  be  not  without  value. 

The  area  of  the  basin  of  the  Chagres  above  Bohio  is  about  700  square 
miles  and  above  Gatun  about  1,200  sc^uare  miles.  The  area  of  lake 
surface  above  Bohio  is  38.5  square  miles  and  above  Gatun  approx- 
imately 110  square  miles,  or  practically  three  times  greater. 

The  long  and  careful  series  of  water  measurements  conducted  at 
Bohio  for  hf  teen  years  have  made  certainly  known  what  volume  of  water 
the  river  will  contribute  during  the  three  months  when  the  natural 
flow  falls  below  the  requirements  of  the  canal.  The  absolute  minimum 
volume  in  this  long  period  was  742  cubic  feet  per  second  at  Bohio 
and  about  1,225  at  Gatun.  Allowing  4  feet  in  depth  over  the  entii-e 
lake  surface  as  a  reserve,  we  have  an  additional  volume  of  1,577  cubic 
feet  per  second  available,  making  a  total  of  2,802  cubic  feet  per  second 
to  draw  upon.  Part  of  this  must  be  allowed  for  unavoidable  losses,  for 
which  mjr  estimate  is  the  following,  based  on  the  most  careful  study 
of  all  existing  data: 

Cubic  feet 
per  second. 

Evaporation 710 

Leakage  at  gates -. 250 

Infiltration 77 

Lights,  power,  etc '. -  -  200 

Contingencies 200 

Total - 1,437 

Claims  that  there  may  be  leakages  through  the  two  gorges  in  the 
indurated  clay  at  the  Gatun  dam  have  been  made  before  the  committee, 
and  it  has  even  been  imagined  that  percolation  under  this  indurated 
clay  is  possible,  such  losses  suggesting  danger  to  the  low- water 
reserves.  The  ans\ver  is  simple,  bince  losses  due  to  evaporation  and 
leakage  at  gates  are  well  understood,  and  the  allowance  for  lights, 
power,  etc.,  is  ample,  the  above  figures  would  cover  a  loss  by  infiltra- 
tion equal  to  half  the  low- water  flow  at  Bohio  before  calling  for  larger 
reserves.  Furthermore,  as  will  appear  below,  the  only  effect  of  such 
purely  hypothetical  and  exaggerated  losses  would  be  to  hasten  the  con- 
struction of  the  Alajueladam,  and  thus  to  secure  an  unlimited  supply. 

Resuming,  after  this  digression,  the  consideration  of  the  low-water- 
supply  problem,  we  find  for  the  water  available  for  lockage  the  differ- 
ence between  2,802  and  1,437,  that  is  to  say,  1,365  cubic  feet  per  second. 
The  size  and  lifts  of  the  locks  being  known,  the  calculation  of  the  lock- 
age prisms  for  one  transit  of  the  canal  is  readily  made.  It  demands  a 
continuous  flow  of  52  cubic  feet  per  second,  iiaving  1,366  cubic  feet 
available,  it  is  clear  that  26  daily  transits  are  provided  for,  which  would 
accommodate  an  annual  traflBc  of  some  28,000,000  or  38,000,000  tons, 
depending  on  the  average  size  of  the  vessels.  When  this  limit  is 
approachmg  it  will  be  needful  to  provide  a  dam  on  the  upper  ChagTes 
for  additional  reserves.  An  ideal  location  exists  at  Alajuela,  some  10 
miles  above  Gamboa,  which  is  vastly  preferable  to  the  latter  as  a  d^m 
site. 

A  design  for  a  dam  at  this  place  was  carefully  elaborated  by  the 
engineers  of  the  French  company,  for  which  the  estimated  cost  was 
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$2,400,000.  With  a  water  surface  rising  130  feet  above  the  bed  of 
the  river  this  masonry  dam  will  afford  a  reserve  yielding  a  flow  of 
2,074  cubic  feet  per  second  for  ninety  days,  which  is  suflicient  to  support 
40  daily  lockages.  Only  27  were  assumed  in  the  computations  of  the 
minority,  giving,  with  the  26  above  explained,  63  in  all,  which  would 
correspona  to  an  annual  traffic  of  about  80,000,000  tons.  Obviously 
this  is  a  very  conservative  estimate  of  what  the  Chagres  may  be 
counted  upon  to  supply.  It  is  absolutely  certain  that  there  can  be  no 
deficiency  of  water  for  any  conceivable  traffic  demands. 

In  conclusion,  I  beg  you  to  pardon  me  if  I  venture  to  suggest  that  as 
three  months  was  a  short  time  in  which  to  study  details  in  a  problem 
involving  so  many  variants  as  that  of  the  best  possible  lock  canal,  a 
problem  for  whicn  the  New  Panama  Canal  Company  gave  its  engineers 
three  years  and  nine  months  before  rendering  its  report,  it  would  be 
in  my  judgment  wise  to  leave  considerable  latitude  to  the  Commission 
in  preparing  the  final  working  drawings,  if  this  type  be  preferred  by 
your  committee.  Too  narrow  limits  m  wording  might  tend  to  defeat 
the  intention  of  the  legislation. 

Very  respectfully,  ^  Henry  L.  Abbot. 


ISTHMIAN   CANAL. 


Committee  on  Ikterogeanic  Canals, 

United  States  Senate, 
Washington^  D.  C.^  Thursday^  March  29^  1906. 
The  committee  met  at  10.30  o'clock  a.  m. 

Present:  Senators  Millard  (chairman),  Kittredge,  Dry  den,  An- 
keny,  Morgan,  Taliaferro,  and  Simmons. 

8TATBMEHT  OP  MAJ.  OEK.  OEOtiOE  W.  DAVIS,  U.  S.  AEMT, 

RETIBED. 

Senator  Kittbedge.  You  may  state  your  name.  General  Davis. 

General  Davis.  George  W.  Davis. 

Senator  Ejttbedqe.  And  what  is  your  age? 

General  Davis.  I  am  67. 

Senator  Kittbedge.  And  your  residence? 

General  Davis.  At  present  in  thils  city ;  I  have  no  fixed  residence. 

Senator  Kiitredge..  What  has  been  your  profession  or  business? 

General  Davis.  I  have  been  in  the  Army  since  1861,  with  a  very 
brief  interval. 

Senator  EIittredoe.  And  connected  with  the  Engineering  Corps 
during  that  time? 

General  Davis.  Connected  with  engineering  works  a  part  of  that 
time;  I  have  not  been  connected  wim  the  Engineering  Corps  as  a 
corps,  but  with  engineering  works.  I  have  been  on  duty  under  engi- 
neer officers,  officers  of  the  Corps  of  Engineers. 

Senator  Kittredge.  You  were  a  member  of  the  Isthmian  Canal 
Commission,  which  was  appointed  in  March,  1904  ? 

Greneral  Davis.  I  was. 

Senator  Kittredge.  When  did  you  go  to  the  Isthmus? 

General  Davis.  On  my  first  trip  to  the  Isthmus  I  sailed  from  New 
York  on,  I  think,  the  2d,  3rd,  or  4th  of  April,  1904. 

Senator  Kittredge.  In  what  capacity  did  you  serve  on  the  Isthmus, 
and  how  long  did  you  remain  there  ? 

General  Davis.  I  only  remained  there  on  that  occasion  about  two 
weeks.  The  whole  new  Isthmian  Canal  Commission  visited  the  Isth- 
mus at  that  time  and  spent  about  two  weeks  there  for  general  survey 
and  observation  and  then  returned  to  the  United  States.  We  arrived 
^ck  at  the  end  of  April.  At  the  beginning  of  May  an  Executive 
order  was  published  containing  instructions  for  the  guidance  of  the 
Isthmian  Canal  Commission,  and  on  the  following  day,  the  10th  of 
May,  I  again  left  for  the  Isthmus  under  orders  of  the  President 
appointing  me  governor  of  the  Canal  Zone  and  directing  me  to  take 
general  charge  of  the  work  then  in  progress  on  the  Isthmus.    I 

2161 


2162  INVESTIGATION    OP   PANAMA   CANAL   MATTERS. 

arrived  there  on  the  17th  of  May  and  left  there  on  the  10th  of  May  of 
the  following  year.    I  was  there  a  year,  less  a  week. 

Senator  Kittredge.  In  addition  to  your  duties  as  governor  of  the 
Zone,  what  were  your  duties  otheirwise  as  a  member  of  the  Commis- 
sion? 

General  Davis.  I  was  ordered  by  the  President  in  this  Executive 
order  to  take  charge  of  the  peace  and  good  order  on  the  Isthmus  as 
g:overnor  of  the  Zone.  I  was  ordered  by  the  Isthmian  Canal  Commis- 
sion, of  which  I  was  a  member,  to  take  charge  of  the  work  then  in 
progress  and  to  conduct  that  work  until  the  arrival  of  the  chief 
engineer,  which  was  to  occur  presumably  in  a  few  weeks.  I  carried 
out  those  instructions,  and  on  the  1st  of  July  the  chief  engineer,  Mr. 
Wallace,  took  over  the  engineering  work  and  continued  in  charge  of 
the  engineering  work  thereafter,  reporting  through  me  to  the  Com- 
mission until  the  Commission  arrived  there  in  August  and.  changed 
the  channel  of  report,  directing,  then,  that  he  report  to  the  Commis- 
sion and  not  through  me  as  an  intermediary  or  as  a  channel. 

Senator  Kittredge.  Were  you  a  member  of  the  engineering  com- 
mittee of  the  Isthmian  Canal  Commission  to  which  you  have  re- 
ferred ? 

General  Davis.  Some  time  in  the  winter  or  autumn  of  1904  the 
Isthmian  Canal  Commission  divided  up  its  members  into  committees. 
I  think  there  were  five  in  all,  and  I  was  made  a  member  of  any  com- 
mittee that  might  be  visiting  the  Isthmus  during  such  period.  "  I  was 
made  ex  officio  a  member  of  any  committee  that  might  be  there.  The 
only  committee  that  ever  came  there  as  a  committee  to  transact  busi- 
ness was  the  engineering  committee,  consisting  of  Mr.  Parsons  and 
Mr.  Burr.  I  became  a  member  of  that  committee  by  virtue  <»f  the 
fact  that  they  met  on  the  Isthmus,  and  as  such  sat  with  them  and  de- 
liberated. 

Senator  Kittredge.  Where  did  you  live  while  on  the  Isthmus  ? 

General  Davis.  I  lived  for  two  months  after  I  arrived  there  on 
the  top  of  the  Culebra  Hill,  in  one  of  the  vacant  buildings  that  the 
French  had  turned  over  to  us,  just  alongside  of  the  Culebra  excava- 
tion. After  I  had  succeeded  in  getting  an  old  building  fixed  up  that 
the  superintendent  of  wagons  or  teams  or  teamsters  had  used  under 
the  French  regime,  when  1  had  had  it  made  habitable,  I  moved  into 
that  building,  on  the  outskirts  of  the  city  of  Panama,  which  was  more 
convenient  ror  my  purposes. 

Senator  Kittredge.  I  suppose  you  were  frequently  over  the  route 
of  the  canal  ? 

General  Davis.  Oh,  many,  many,  many  times. 

Senator  Kittredge.  And  you  kept  in  touch  with  what  was  S^^ing 
on? 

General  Davis.  I  tried  to.  I  think  I  was  intimately  acquainted 
with  it. 

Senator  Kittredge.  The  engineering  situation  as  well  as  govern- 
mental features  ? 

General  Davis.  I  had  very  close  and  very  intimate  relations  with 
the  chief  engineer,  Mr.  Wallace.  I  became  auite  well  acquainted  with 
him,  and  he  was  quite  cordial  with  me,  and  there  appeared  to  be  no 
matters  going  on  between  us  of  which  each  was  not  thoroughly  aware. 
He  told  me  of  his  plans,  of  his  methods,  of  his  processes;  and  in  like 
manner  I  talked  with  him  about  my  business.    While  there  was  no 
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necessity  for  our  doing  that,  yet  it  was  felt  to  be  wise  to  be  in  perfect 
harmony. 

Senator  KrrrREDOE.  You  were  a  member  of  the  Board  of  Consult- 
ing Engineers? 

General  Davis.  Yes,  sir. 

Senator  Kittredge.  And  signed  the  majority  report? 

General  Davis.  Yes,  sir. 

Senator  Kjttredge.  In  favor  of  a  sea-level  Qanal? 

General  Davis.  Yes,  sir. 

Senator  Kittredge.  Are  you  familiar  with  the  report  of  the  minor- 
ity of  the  Consulting  Engineers? 

Greneral  Davis.  I  am ;  yes,  sir. 

Senator  Kittredge.  Also  the  report  of  the  Isthmian  Canal  Com- 
mission— ^the  present  Commission? 

General  Davis.  I  am ;  yes,  sir. 

Senator  Kittredge.  Have  you  read  the  testimony  of  the  witnesses? 

General  Davis.  I  have ;  all  except  that  of  General  Hains. 

Senator  Morgan.  I  would  like  to  ask  you  whether  at  the  close  of 
the  Spanish  war  you  were  made  governor  of  Porto  Rico? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  How  long  did  you  serve  in  that  capacity? 

General  Davis.  I  arrived  there  in  May,  1899,  and  turned  over  the 
government  of  the  island  to  the  civil  governor  on  the  1st  of  May, 
1900.  I  remained  in  Porto  Rico  until  the  following  December,  in 
command  of  the  forces  there,  and  w^ith  instructions  to  cooperate  with 
the  new  governor  and  assist  him  in  every  way  I  could  to  get  the  civil 
government  of  Porto  Rico  started  off. 

Senator  Morgan.  While  there  you  had  the  task  of  organizing  the 
civil  government  in  Porto  Rico  under  the  Government  of  the  United 
States? 

Greneral  Davis.  I  did,  sir,  in  way  of  preparation  and  assistance. 

Senator  Morgan.  And  virtually  did  the  whole  work  ? 

General  Davis.  Well,  I  should  scarcely  want  to  claim  credit  for 
everything.  I  carried  out  the  instructions  of  my  superior,  the  Secre- 
tary of  War,  Mr.  Root — I  tried  to. 

Senator  Morgan.  Did  you,  at  any  time  during  or  after  the  Spanish 
war,  have  any  power  of  government  or  command  or  control  m  the 
island  of  Cuba  ? 

General  Davis.  Before  that  I  had ;  yes,  sir. 

Senator  Morgan.  Before  you  went  to  Porto  Rico? 

General  Davis.  Yes,  sir.  I  went  to  Cuba  in  the  autumn  of  1898, 
and  landed  the  first  regiment  that  landed  in  Habana,  and  then  went 
and  organized  the  military  government  of  the  province  of  Pinar  del 
Rio,  the  western  end  of  the  island  of  Cuba,  and  remained  there  until 
the  following  February. 

Senator  ]Mu>rgan.  You  were  in  charge  of  the  military  government 
at  Pinar  del  Rio? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  You  were  not  in  charge  of  the  Santiago  govern- 
ment at  any  time? 

General  Davis.  No;  I  never  was  in  Santiago. 

Senator  Morgan.  Thfen  afterwards  you  served  in  the  Philippines? 

General  Davis.  Lleft  Porto  Rico  in  December,  1899,  and  in  Janu- 
ary I  was  in  the  Pnilippines. 
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Senator  Morgan.  What  were  your  duties  and  official  functions  out 
in  the  Philippines  ? 

General  Datis.  I. was  appointed  inspector-general  of  the  troops  in 
the  Philippines  upon  my  arrival,  but  only  remained  in  that  position 
about  two  or  three  weeks.  I  was  then  detailed  by  the  commanding 
general  in  the  Philippines  as  provost-marshal-general  of  the  Philip- 
pine division,  and  was  assigned  to  duty  in  command  of  the  troops 
stationed  in  the  city  of  Manila,  which  made  me  practically  the  mili- 
tary governor  of  the  city  of  Manila,  with  instructions  to  organize 
that  government  and  get  it  ready  for  a  civil  government  as  soon  as 
possible.  I  did  so,  and  six  months  later  I  turned  over  the  govern- 
ment of  the  city  of  Manila  to  the  commissioners  who  had  been  desig- 
nated by  the  Philippine  Commission  to  govern  the  city;  and  I  then 
went  to  the  southern  Philippines  in  command  of  one  of  the  depart- 
ments, and  carried  on  some  military  operations  in  the  southern  Phil- 
ippines. 

Senator  Morgan.  What  civil  functions  did  you  perform  during  the 
remainder  of  your  stay  there? 

General  Davis.  After  about  a  year's  stay  in  the  southern  Philip- 
pines, holding  the  position,  practically,  of  military  and  civil  governor 
(if  the  two  functions  can  be  considered  to  be  merged,  because  the 
Philippine  government  had  not  at  that  time  assumed  civil  govern- 
ment in  sou^em  Mindanao  and  the  Jolo  Archipelago) ,  I  went  back  to 
Manila  in  July  or  August,  1902,  and  commanded  the  military  f  oroes  in 
the  island  of  Luzon  for  about  two  months,  and  then  relieved  General 
Chaffee  as  commander  of  all  the  forces  in  the  Philippine  Islands. 
That  was  on  the  1st  of  October,  1902,  and  in  the  following  July,  ten 
months  later,  I  was  retired  from  active  service  and  came  home. 

Senator  Morgan.  Did  you  come  home  under  any  new  appointment! 

General  Davis.  No.  1  had  been  informed  that  I  was  likely  to  be 
appointed  a  member  of  the  Interoceanic  Canal  Commission.  I  had 
received  an  intimation  to  that  effect. 

Senator  Morgan.  How  long  was  it  after  you  returned  before  you 
were  appointed  ? 

General  Davis.  I  came  home  through  the  Suez  route  and  arrived 
in  November,  and  in  the  following  March  I  was  appointed. 

Senator  Morgan.  Having  had  an  intimation  of  your  appointment 
as  one  of  the  Commission,  when  you  passed  through  the  Suez  route 
did  you  give  particular  attention  to  that  route? 

General  Davis.  It  was  the  principal  reason  why  I  came  home  that 
way,  so  that  I  could  see  it  and  study  it. 

Senator  Morgan.  You  wanted  to  study  it  before  you  took  your 
office  as  Commissioner? 

General  Davis.  Yes. 

Senator  Morgan.  That  is  all  I  wanted  to  ask  the  General. 

Senator  Drtden.  Did  you  spend  any  time  at  Suez  besides  passing 
through  the  Suez  Canal  as  a  traveler  ?*^ 

General  Davis.  No;  I  was  only  there  two  and  a  half  days,  I 
suppose,  in  all.  I  should  have  liked  to  spend  a  week  or  two  there, 
but  the  movements  of  the  transport  did  not  permit. 

The  Chairman.  General,  will  you  now  proceed  (if  there  are  no 
other  questions  to  ask  at  this  point)  and  give  the  committee  such 
information  as  you  have  prepared  for  it?  . 
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General  Davis.  Gentlemen,  I  have  prepared  some  notes  here  which 
represent  some  ideas  that  I  will  express  to  you,  with  your  permission, 
and  will  make  them  the  basis  of  any  subsequent  remarks  or  answers 
lo  interrogations  which  you  may  wish  to  put  to  me.  If  you  wish  to 
interrupt  me  at  any  time,  do  not  hesitate  to  do  so,  because  I  can  take 
up  the  thread  of  my  remarks  easily. 

The  Chaikman.  The  committee  will  endeavor  to  let  you  go  along 
and  finish  your  statement  as  far  as  possible,  after  which  we  will  prob- 
ably want  to  ask  you  a  number  of  questions. 

ueneral  Davis.  What  I  have  to  say  be^s  with  certain  general  con- 
siderationfi  that  relate  to  the  canal  question  in  a  very  large  way  and 
have  nothing  to  do  with  the  type  or  physical  features. 

There  are  some  general  phases  of  the  isthmian  canal  question  that 
do  not  seem  »to  have  received  attention  in  the  consideration  of  this 
committee,  so  far  as  may  be  judged  from  the  printed  reports  of  the 
hearings.  I  would  like  to  be  permitted  to  briefly  discuss  a  phase  of 
the  question  affecting  type  ultimately  that  has  no  concern  at  the  mo- 
ment with  the  subject  of  locks,  sea  levels,  dams,  curves,  prisms,  speed, 
capacity,  and  safety. 

The  aspect  of  the  question  that  it  seems  to  me  has  so  far  been  over- 
looked requires  for  its  elucidation  a  consideration  of  the  geography 
of  the  earth  and  the  size,  situation,  and  relation  of  the  continents  and 
oceans  to  each  other,  together  with  the  distribution  of  the  world's 
population. 

A  glance  at  a  map  of  the  Eastern  Hemisphere  shows  graphically 
certain  facts  respectmg  the  physical  conditions  and  relations  of  the 
densely  and  sparsely  populated  areas  to  what  are  and  must  always 
be  the  great  commercial  activities  of  trade,  commerce,  and  travel. 

In  Europe  and  Asia  are  found  nearly  two-fifths  of  the  habitable 
land  areas  of  the  globe,  and  within  them  live  more  than  four-fifths 
of  the  world's  inhabitants.  Africa  contains  nearly  one-fourth  of  the 
globe's  land  area  and  contains  about  one-twelfth  of  its  inhabitants. 

The  Arctic  Ocean,  lying  in  the  north  of  Europe  and  Asia,  does  not 
supply  a  practicable  marine  route  between  the  eastern  and  the  west- 
em  seas.  The  Atlantic,  Pacific,  and  Indian  oceans,  with  the  Medi- 
terranean and  Bed  seas,  border  Europe  and  Asia  on  the  west,  south; 
and  east;  and  the  natural  obstacle — 104  miles  wide — ^that  was  inter- 
posed to  the  mariner  at  the  Isthmus  of  Suez,  was  removed  by  man 
many  years  since,  so  that  now  the  ocean-borne  coasting  trade  of  this 
vast  northern  area  and  population  encounters  no  obstacles  to  tro^ 
movement  save  those  that  the  winds  and  waves  interpose  everywhere 
on  the  ocean  to  the  sailor.  The  population  of  the  northern  and  north- 
eastern shores  of  Africa  also  depends  upon  the  Suez  route  in  passing 
between  the  Atlantic  and  Mediterranean  waters  on  the  one  side  and 
those  of  the  Red  Sea  and  Indian  Ocean  on  the  other. 

AH  the  inhabitants  of  Europe  and  Asia  and  half  of  those  of  Africa 
that  are  in  any  way  interestea  in  water-borne  interoceanic  commerce 
of  the  eastern  world  are  served  by  the  Suez  Canal,  that  joins  the 
Atlantic  and  Mediterranean  to  the  Indian  and  Pacific  waters;  or* 
iheir  vessels  must  double  the  Cape  of  Good  Hope,  which  involves  an 
increased  distance  of  2,700  miles  as  a  minimum  and  4,300  as  a  maxi- 
mum. 

In  the  Western  Hemisphere  the  geographical  conditions  are  noli 
dissimilar  to  those  just  referred  to,  although  the  areas  are  much 
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smaller,  and  the  populations  now  waiting  for  better  and  shorter 
means  of  interoceanic  transit  are  very  many  times  smaller. 

There  is  in  the  western  as  in  the  eastern  world  no  navigable  water- 
way through  the  Arctic,  and  no  way  for  a  vessel  to  pass  directly  be- 
tween the  Atlantic  and  the  Pacific  save  by  doubling  the  southern  ex- 
tremity of  South  America.  But  the  obstacle  that  nature  has  intw- 
posed  to  a  shorter  route  of  travel  and  trade  is  fortunately  not  an  in- 
superable one ;  for  a  canal  half  as  long  as  that  at  Suez  through  the 
Isthmus  of  Panama  will  shorten  voyages  between  North  Atlantic  and 
North  Pacific  American  ports,  via  Cape  Horn,  by  a  distance  of  9,600 
miles,  or  considerably  more  than  double  the  saving  that  .the  Suez 
Canal  permits  between  England  and  India.  Subjecting  Panama  to 
the  same  treatment  that  resulted  in  joining  the  Mediterranean  raid 
Red  seas  will  result  in  separating  the  American  continents  and  join- 
ing the  oceans,  just  as  the  making  of  the  Suez  Canal  did  in  the  Old 

The  density  of  the  population  to  the  square  mile  in  Europe  is  107 
and  in  Asia  57.  When  North  and  South  America  shall  have  been 
peopled  as  densely  as  is  Asia  now,  the  total  American  population  will 
reach  760,000,000  souls. 

When  we  consider  that  there  is  more  waste  land  in  Asia  than  in 
the  two  Americas ;  that  the  Indian  population  of  nearly  300,000,000 
]S  distributed  at  the  rate  of  164  to  the  mile;  that  the  28,000,000  in- 
habitants of  Java,  a  little  larger  than  Cuba,  have  a  density  of  568  to 
the  square  mile;  that  migration  from  the  Old  to  the  New  World  is 
proceeding  at  an  enormous  rate,  and  that  it  is  an  ever-increasing  one, 
we  may  well  beheve  that  the  New  World  may  in  one  or  two  centuries 
have  a  thousand  million  inhabitants,  and  that  it  may  attain  to  one- 
third  of  this  figure  by  the  time  the  Panama  Canal  shall  have  been  in 
commission  fifty  years. 

It  seems  to  me,  then,  that  we  should  have  these  considerations  con- 
stantly in  mind  when  discussing  the  capacity,  dimensions,  and  type 
of  this  great  waterway,  that  can  never  have  a  rival  save  the  other 
continental  interoceanic  canal  at  Suez.  Should  it  not  be  at  least  as 
capacious,  free,  and  unobstructed  as  the  best  of  the  excavated  chan- 
nels that  man  has  made,  or  that  he  will  ever  be  called  upon  to  makel 

What  the  situation  demands  is  well  known,  and  the  American  Gov- 
ernment has  declared  to  the  world  that  the  obstacle  at  Panama  shall 
be  removed.  Will  it  be  removed  if  we  leave  a  hill  over  which  the 
world's  commerce  and  navies  are  to  be  hoisted?  Will  the  world  con- 
sider that  we  have  adequately  solved  the  problem,  and  will  the  Amer- 
ican people  be  satisfied  with  the  result  if  we  offer  them  anything  in- 
ferior as  respects  capacity,  or  convenience,  or  adaptability  for  en- 
largement, or  type,  to  what  private  capital  did  for  the  Old  World — a 
canal  which  now  serves  as  a  model,  and  will  continue  to  until  we 
acquit  ourselves  of  the  responsibility  voluntarily  and  eagerly  as- 
sumed? 

Two  object  lessons:  There  is  in  the  United  States  no  really  mari- 
time canal;  and,  fortunately,  the  physical  characteristics  of  the  land 
do  not  require  that  any  be  made.  Cape  Cod  may  be  segregated  from 
the  rest  ox  Massachusetts ;  the  Delaware  and  Chesapeake  bays  may  be 

t'oined,  and  the  Florida  Peninsula  may  be  traversed  by  a  waterwav; 
mt  these  are  all  subsidiary — ^merely  possible  conveniences.    But  the 
Panama  Canal  is  not  in  this  category. 
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Only  one  of  our  many  internal  waterways  has  ever  been  consid- 
erably enlarged  and  adapted  to  use  by  vessels  of  considerable  size. 
I  refer  to  the  one  between  Lakes  Superior  and  Huron,  which  really 
is  not  a  canal  at  all,  but  instead  a  lock  proposition  with  a  few  thou- 
sand feet  of  channel  approaches  and  jetties  at  each  end.  Its  locks 
are  more  analogous  to  some  of  those  great  tidal  harbor  basins  of 
Europe,  to  which  access  for  the  loading  and  discharging  of  vessels  is 
afforaed  by  locks  or  gates,  than  to  an  interoceanic  canal. 

The  Soo  Canal,  so  called,  is  a  mile  and  six-tenths  long.  The  six 
locks  in  the  minority's  plan  of  the  Panama  Canal  are  2^  miles  long. 
These  locks  alone  oi  the  proposed  lock  plan  at  Panama  are  nearly  a 
mile  longer  than  the  whole  Soo  Canal  with  its  lock. 

Had  Mature  given  to  Lakes  Superior  and  Huron  a  common  level, 
as  she  has  to  the  oceans,  the  supposed  obstacle  at  the  Soo  to  free  com- 
munication would  have  long  since  been  removed  by  the  construction 
of  a  channel  clear  of  all  obstructions,  and  this  regardless  of  any  cost 
that  was  within  our  capacity  and  resources.  But,  unfortunately. 
Nature  made  such  simple  treatment  impossible,  for  Lake  Huron  is 
twenty-odd  feet  lower  than  Lake  Superior.  It  was  useless  to  wish 
for  an  ideal  treatment  of  the  obstacle,  for  it  was  an  impossibility; 
and  American  and  Canadian  engineers  have  provided  the  best  solu- 
tion possible. 

At  first  locks  350  feet  long  sufficed.  Then  one  515  feet  long  was 
added.  Next  the  first  were  demolished  and  replaced  with  a  lock  with 
chamber  800  feet  long.  Then  the  Canadians  made  another  in  their 
territory  900  feet  long;  and  we  are  about  to  demolish  our  second  lock 
to  put  m  one  1,400  feet  long.  So  now  there  are  three  parallel  locks 
at  me  Soo,  with  a  combined  length  of  2,215  feet,  soon  to  be  increased, 
not  in  number,  but  in  length,  to  3,100  feet. 

Senator  Kittredge.  t^y  I  interrupt  you  there?  I  did  not  quite 
understand  the  statement  regarding  the  1,400- foot  lock. 

General  Davis.  Congress,  as  I  understand,  has  authorized  the  con- 
struction of  a  1,400-foot  lock  at  the  Soo,  and  they  propose  to  tear 
out  the  Weitzel  lock  and  put  the  new  1,400-foot  lock  in  its  place.  I 
am  told  that  by  the  enrineer  in  charge. 

Senator  KrrrREDGE.  Does  that  mean  a  lock  with  usable  dimensions 
of  1,400  feet? 

General  Davis.  With  usable  dimensions  of  1,400  feet,  less  the 
swing  of  the  gates ;  yes. 

Senator  Dryden.  Is  the  object  of  lengthening  that  lock  to  permit 
more  of  the  medium-length  vessels  to  get  in  at  one  time? 

General  Davis.  That  is  it;  that  is  it.    They  put  in  two,  three,  four, 
five,  six  of  those  boats  and  barges,  you  know.    The  whaleback  barge- 
is  a  common  method  of  transportation  there. 

Senator  Morgan.  In  what  act  was  provision  made  for  that  1,400- 
foot  lock? 

General  Davis.  I  could  not  tell  you  offhand.  Senator.  My  infor- 
mation comes  from  the  engineer  who  is  in  charge  of  the  Soo  locks. 
He  says  that  they  are  just  now  making  their  plans  to  tear  out  the 
Weitzel  lock  and  put  in  a  1,400-foot  lode. 

Senator  Morgan.  It  is  one  of  those  things  that  slipped  into  an 
appropriation  bill,  I  suppose. 

General  Davis.  I  can  hunt  it  up. 

Senator  Morgan.  We  will  get  it.    I  was  just  inquiring. 
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(jeneral  Davis.  My  information  is  based  on  what  Mr.  Ripley  said. 

Senator  Taliaferro.  The  point  in  that,  General  Davis,  is  that  it 
has  been  found  neoessarj  to  enlarge  these  locks  from  time  to  time  ? 

General  Davis.  Continually.  I  am  coming  to  something  else  upon 
this  point  which  is  quite  pertinent  to  it. 

If  the  commerce  of  the  Great  Lakes  continues  to  increase  in  the 
future  as  in  the  past,  this  plant  for  making  the  transit  at  the  Soo  will 
be  overtaxed,  and  more  locks  or  larger  ones  demanded.  On  the 
other  hand,  an  international  commission  is  now  in  session  considering 
the  question  of  a  probable,  indeed  certain,  inadequate  water  supply 
for  the  combined  purposes  of  navigation  and  other  industrial  uses; 
for  it  is  evident  that  the  one  or  the  other  must  be  curtailed.  Greneral 
Ernst  is  a  member  of  that  commission,  and  they  are  now  trying  to 
draw  up  reflations  to  get  the  two  countries  to  agree  to  specify  that 
this  industrial  establishment  shall  not  use  more  than  so  many  second 
feet,  or  that  that  one  and  all  shall  not  use  more  than  so  many  second 
feet,  or  that  the  whole  use  of  water  on  the  American  side  shall  not 
exceed  so  much,  and  so  much  on  the  Canadian  side,  so  that  there  will 
be  left  enough  to  serve  all  purposes  partially. 

Senator  Morgan.  All  purposes  of  navigation  ? 

General  Davis.  Yes;  and  industrial  purposes,  too.  Navigation  is 
an  industry.  I  do  not  know  that  the  navigation  men  have  any 
superior  claim  with  respect  to  the  use  of  waters  over  those  who  may 
have  riparian  rights  along  the  channel.  However,  that' is  aside  from 
my  purpose. 

The  Soo  locks  have  served  a  most  beneficent  purpose.  They  have 
been  admirably  managed.  They  are  an  object  lesson  that  the  Board  of 
Engineers  very  carefully  studied.  But  when  we  endeavor  to  apply  at 
Panama  the  principles  governing  at  the  Soo,  and  propose  to  equip  the 
interoceanic  canal  with  devices  such  as  could  not  be  dispensed  with 
at  the  old  lake  portage,  the  lesson  of  the  Soo  is  inapplicable.  A  lock 
or  locks  of  small  lift  was  necessary  to  overcome  the  difference  of 
level ;  but  at  Panama  there  is  no  difference  of  level  that  can  not  be 
surmounted  in  the  same  way  that  the  Suez  interior  elevations  were. 

The  ships  plying  the  Lakes  are  built  to  suit  the  lock  conditions,  and 
they  pass  and  repass  everv  ten  days  or  two  weeks  during  the  open 
season.  During  the  closed  season — one-third  or  more  of  the  year — 
the  boats  and  the  locks  are  idle,  and  there  is  a  time  for  general  over- 
hauling; for  it  is  certain  that  no  vessel  will  ask  passage  either  up 
or  down.  But  at  Panama  the  ships  will  not  be  specially  built  for 
the  canal,  but  for  the  navigation  of  the  broad  oceans,  and  there  will  be 
no  time,  either  months  or  days,  when  the  canal  will  be  out  of  use. 

It  has  been  claimed  that  since  it  is  proposed  to  make  the  Panama 
locks  in  pairs  there  will  be  ample  time  xor  the  overhauling  of  one 
flight  by  putting  it  out  of  commission  temporarily  and  depending 
solely  on  tne  other  flight.  But  when  the  traffic  increases  so  as  to  ap- 
proach or  reach  the  limit  of  capacity  of  both  flights,  the  disuse  of  one 
for  even  a  few  days  would  cause  intolerable  delays ;  for  one  will  never 
know  when  an  accident  disabling  a  lock  will  occur. 

This  example  of  the  successful  use  of  locks  at  the  Soo  has  ap- 
parently served  as  an  object  lesson  to  many  American  engineers  who 
are  forgetful  or  ignorant  of  the  splendid  examples  of  Suez,  Kiel,  and 
Corinth.  It  sometimes  seems  that  in  some  men's  minds  it  may  have 
come  about  that  the  canal  at  Panama,  or  indeed  any  canal,,  can  not  be 
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thought  of  even  save  in  terms  of  locks,  for  if  all  the  arguments  that 
have  been  adduced  in  praise  of  these. devices  be  accepted  as  sound, 
then  it  would  seem  to  follow  that  the  only  way  to  make  the  Suez 
Canal  perfect  would  be  to  put  a  lock  at  each  end  and  feed  the  summit 
level  from  the  Nile,  a  proposition  that  was  once  seriously  considered 
in  a  way  at  a  time  when  it  was  alleged  that  the  Suez  Canal,  as  it  was 
in  1870  to  1880,  would  soon  be  inadequate. 

It  has  been  su^^ested  that  the  adherence  of  the  majority  of  the 
Consulting  Board,  including  all  the  f orei^  members,  to  this  sea-level 
idea,  may  have  been  due  in  part  to  the  fact  that  the  CTeat  canal  of 
the  Old  World  is  that  at  Suez,  while  the  great  canal  of  the  New 
World  is  the  Soo — one  at  a  uniform  level  and  the  other  in  two  levels; 
also  that  the  recommendations  of  the  majority  are  vitiated  by  their 
having  ignored  the  latter. 

I  hope  to  be  able  to  show  you,  gentlemen,  that  there  are  very  good, 
indeed  abundant,  reasons  for  the  expressed  preference  of  the  major- 
ity to  make  the  Panama  Canal  conform  in  type  to  the  former. 

At  least  three  of  the  majority,  including  one  foreign  member,  have 
seen  the  Soo  lock  in  operation;  but  I  am  told  that  not  one  member 
of  the  minority  or  of  the  Commission  ever  saw  the  Suez  Canal,  while 
several  of  the  majority,  including  one  American  member,  have  per- 
sonally inspected  that  greatest  of  all  maritime  canals.  If  there  is  an 
inadequacy  of  personal  knowledge  by  the  members  respecting  either 
object  lesson,  it  would  seem  to  apply  with  most  force  to  the  minority 
as  respects  Suez. 

There  has  been  a  reference  made  in  the  papers  before  you  to  what 
is  claimed  to  be  a  fact,  that  the  tonnage  passing  the  Soo  locks  is  three 
times  greater  than  that  piissing  Suez.  In  1905  the  Suez  Canal  passed 
13,000,000  net  tons,  and  there  passed  the  Soo  some  36,000,000,  or 
about  two  and  three-fourths  times  as  much  tonnage.  A  valuation  of 
this  freight  at  $10.60  per  ton,  the  figure  of  1904  (I  have  not  the  value 
for  190M,  would  give  the  aggregate  of  the  commodities  transported 
at  the  Soo  a  value  of  $381,000,000.  The  goods  handled  consisted 
largely  of  articles  of  the  least  unit  value  of  any  transported  any- 
where^ such  as  iron  ore  and  coal,  representing  over  27,000,000  tons  in 
1904  out  of  a  total  of  31,500,000. 

What  is  the  value  per  ton  of  the  freight  pacing  through  the  Suez 
Canal?  We  have  no  means  of  knowing;  but  it  must  be  many  times 
greater  than  the  raw  materials  moved  between  Lakes  Huron  and 
Superior.  A  large  part  of  it  must  be  general  merchandise,  which  at 
the  Soo  is  placed  at  $135  per  ton.  It  would  seem  to  be  conservative 
to  estimate  the  Suez  freight  at  $50  per  ton,  in  which  case  the  value 
of  that  traffic  would  reach  $650,000,000,  or  nearly  double  the  value  of 
Soo  freight  It  it  be  put  at  $30  per  ton,  the  figure  would  be  $390,000,- 
000,  or  quite  equal  to  the  other.  So  that  we  see  that  the  actual  impor- 
tance or  the  two  routes  measured  bv  the  value  of  the  goods  moved  is 
probably  ^atly  in  favor  of  the  Old  World  canal. 

Again,  if  the  value  of  the  ships  using  both  routes  be  taken  into 
account,  the  comparison  would  be  still  more  in  favor  of  Suez;  for 
there  are  moving  m  constant  procession  many  of  the  most  costly  ships 
in  the  world — great  commercial  liners,  battle  ships,  and  cruisers — 
while  the  ships  plying  on  the  Great  Lakes  are  generally  the  simplest 
freighters  and  barges. 
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As  a  route  of  travel,  the  contrast  is  still  mpre  remarkable.  The 
number  of  passengers  passing  the  Soo  in  1904:  was  16,120,  while  the 
number  passing  Suez  m  1902  (the  last  year  for  which  the  data  are 
available)  was  223,776. 

The  statement  that  the  Soo  transit  is  three  times  as  important  as 
that  at  Suez  seems  to  have  no  sufficient  basis  of  fact  to  support  it. 
Why,  then,  should  not  the  Board  of  Engineers,  with  all  the  data 
available,  physical  and  statistical,  have  assigned  more  importance 
to  the  traffic  figures  of  the  Old  World  example  than  to  those  pertain- 
ing to  the  other?  And  why  should  not  those  gentlemen,  chosen  to 
advise  upon  a  solution  of  the  Panama  problem  as  respects  type,  have 
endeavored  to  present  a  feasible  plan  for  adoption  that  would  insure 
the  realization  of  a  waterway  better  in  every  respect  than  the  best 
that  exists,  so  it  be  realizable  at  an  expenditure  in  money  within  the 
financial  capacity  of  this  great  nation  and  within  a  reasonable  period 
of  time? 

If  any  of  those  who  have  formed  and  expressed  opinions  upon  this 

Siestion  of  type  are  beset  with  an  idea  that  has  controlled  or  warped 
eir  judgment  by  what  has  been  sometimes  called  a  mental  obsession, 
to  which  group  dfo  they  belong? 

Now.  as  to  the  type — whether  sea  level  or  with  locks : 

I  have,  I  think,  read  about  all  that  has  recently  been  printed  bj' 
the  Government  in  the  way  of  criticism  or  commendation  of  the  ma- 
jority and  minority  plans  for  a  canal  at  Panama.  What  I  propose 
to  say  as  respects  tKis  important  question  will  be  said  as  a  la;/man  to 
a  lay  audience.  The  President  and  the  Secretary  of  War  have  sub- 
mitted their  opinions,  and  we  have  also  been  favored  with  an  expres- 
sion of  judgment  by  the  Isthmian  Canal  Commission  and  its  present 
and  former  chief  engineers. 

The  critics  of  the  majority  report  admit  that  a  cajial  at  sea  level 
would  have  certain  advantages.  I  think  it  may  be  said  that  one  and 
all  concede  that  if  a  sea -level  waterway  be  wide  and  deep  enough 
it  would  be  superior  to  any  involving  excavations,  lakes,  locks,  and 
lifts ;  but  they  discard  it  as  impracticable  because  of  the  greater  cost. 

Some  or  all  those  who  favor  a  plan  involving  170  feet  of  lockage 
admit  that  the  Suez  type  would  be  somewhat  less  exposed  to  damage 
in  time  of  war;  that  the  operating  and  maintenance  expenses  alone 
would  be  less,  and  that  small  ships  would  traverse  it  quicker  than  the 
others.  On  the  other  hand,  it  is  claimed  that  the  majority  estimate 
of  cost  is  too  low ;  that  there  would  be  very  much  more  liability  to 
accident  during  construction;  that  it  would  require  about  twice  as 
long  to  construct ;  that  its  transit  by  large  ships  would  be  less  speedy ; 
that  it  would  be  more  difficult  to  enlarge — ^in  short,  that  the  canal 
made  as  proposed  by  the  minority  would  be  safer,  more  feasible  and 
desirable  than  the  other. 

The  propriety  of  a  discussion  by  an  officer  of  the  Government  of  the 
officially  expressed  opinions  of  his  superiors  should  not  be  permitted 
or  thought  of.  This  is  an  elementary  proposition  that  no  one  will 
question.  As  I  had  been  informed  that  I  was  to  be  called  before  this 
committee  and  questioned  respecting  my  views  upon  the  subjects  that 
had  been  receiving  attention  here,  I  took  occasion  to  ask  the  Secre- 
tary of  War  how  far  he  wished  me  to  go  in  discussing  the  subject, 
upon  which  he  had  submitted  a  recommendation  to  the  President. 
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He  asked  me  to  say  to  this  committee  that  he  desired  that  I  feel  my- 
self entirely  free  to  elucidate  to  you  in  the  fullest  manner  the  ques- 
tions you  are  considering. 

The  letter  to  the  Secretary  of  War  transmitting  the  reports  of  the 
Board  of  Engineers  and  the  review  of  the  same  b)*^  the  Isthmian  Canal 
Conamission  and  its  chief  engineer  are  before  you.  Certain  con- 
clusions have  been  reached  by  the  Secretary  from  a  study  of  the 
papers  transmitted  that  seem  to  me  to  be  based  upon  misconceptions 
of  fact  or  a  misunderstanding  of  the  arguments  and  conclusions 
which  are  the  subject  of  his  review.  With  your  permission,  therefore, 
I  will  briefly  invite  attention  to  some  of  the  more  important  of  his 
observations  and  endeavor  to  show  that  too  much  or  too  little  weight 
has  been  given  to  the  sea-level  and  lock-plan  arguments. 

As  to  tne  question  of  a  winding  waterway  and  tortuous  naviga- 
tion— those  being  some  words  that  the  Secretary  has  used  in  his 
letter  as  applied  to  the  sea-level  plan : 

The  total  curvature  of  some  existing  and  proposed  canals,  expressed 
in  degrees  of  arc,  is  as  follows:  What  I  mean  by  that  is,  that  when 
you  turn  a  certain  curve,  you  also  make  a  change  of  direction  meas- 
ured by  a  certain  number  of  degrees.  Each  curve  has  its  own  angular 
measurements.  Adding  together  all  those  angular  measurements 
gives  the  total  angular  measurements  for  the  canal  route.  That  will 
explain  what  I  am  going  to  sav. 

The  proposed  Panama  sea-level  canal  has  597°  of  curvature,  as 
proposed  by  the  majority.  The  proposed  Panama  lock  canal  has 
637°  of  curvature,  as  proposed  by  the  minority.  The  existing  Kiel 
sea-level  canal — that  is,  the  state  canal  of  Germany,  which  connects 
the  North  Sea  and  the  Baltic,  and  which  has  been  built  primarily  for 
the  purpose  of  enabling  the  German  fleet  of  war  vessels  to  pass  and 
repass  without  going  through  the  Danish  channels — ^has  830°  of 
curvature  in  a  distance  of  about  60  miles.  I  have  the  exact  distance 
here  somewhere.  The  existing  Suez  Canal  has  530°  of  curvature — 
the  present  one.      * 

Senator  Taliaferro.  In  what  distance  ? 

General  Davis.  In  104  statute  miles. 

The  minority  claim  that  all  sailing  courses  in  their  lock  plan  are 
straight  lines,  and  that  movinc  vessels  will  simply  change  direction 
at  points  where  these  straight  lines  meet.  But  curves  are  shown  on 
the  lock  plan  at  each  change  of  direction.  A  vessel  changing  direc- 
tion in  these  curves  will  not  come  to  a  full  stop  in  the  angle  and  take 
up  the  new  direction  as  from  a  fixed  point.  If  she  did  that,  she 
would  have  to  be  pulled  and  pushed  about  with  tugs;  she  would  have 
to  turn  as  on  a  pivot.  They  do  not  propose  anything  of  that  kind ; 
but  she  will  sail  around  the  curve,  and  it  her  course  is  as  plotted  on 
the  lock-plan  map,  she  must  sail  these  curves  and  make  the  angular 
changes,  24  in  number.  I  think  General  Ernst  yesterday  counted 
them  up  and  only  noticed  18.  There  are  24  on  their  schedule  of 
curves,  which  I  have  before  me,  compiled  by  the  minority. 

Senator  Morgan.  On  the  lock  canal? 

General  Davis.  On  the  lock  canal;  24  of  these  changes  of  direc- 
tion,  as  against  19  in  the  sea-level  plan,  or  21  per  cent  more  winding 
and  tortuous  navigation  for  the  lock  than  for  the  sea-level  sailing 
courses. 

p  c— ^L  3—06 16 
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This  defect  of  the  lock  plan  is  claimed  to  be  cured  and  more  than 
cured  by  making  the  channels  broader.  But  there  is  a  difference 
of  opinion  as  to  this.  I  quote  from  Admiral  Goodrich,  of  our  Navy, 
Admiral  Ryder,  of  the  IJritish  navy,  and  Sir  John  Stokes,  of  the 
roj^al  engineers,  who  was  the  senior  for  about  twenty  years  of  the 
British  members  of  the  board  of  directors  of  the  Suez  Canal,  in 
which,  as  you  know,  England  owns  nearly  one-half  the  stock,  and  is 
therefore  represented  in  the  board  by  her  own  appointees. 

The  present  Admiral  Goodrich  (now  stationea,  I  think,  in  Cali- 
fornia, commanding  the  North  Pacific  Station)  passed  through  the 
Suez  Canal  a  good  many  years  ago;  and  in  his  report  to  the  Secre- 
tary of  the  Navy  this  is  what  he  says  about  the  navigation-  I  will 
ask  you  to  remember  that  at  that  time  the  Suez  Canal  had  a  bottom 
width  of  72  feet  and  a  depth  of  26  feet.     [Reading :] 

"Two  causes  of  bad  steering  are  to  be  apprehended,  one  the  effect 
of  the  ebb  current  in  the  southern  section,  which  begins  to  be  felt  12 
miles  from  Suez  and  reaches  3  miles  an  hour  at  the  terminus.  An- 
other imminent  source  of  grounding  is  due  to  unequal  width  of  the 
deep-water  section,  which  is  particularly  noticeable  at  the  sidings. 
So  long  as  the  channel  is  of  uniform  width  a  vessel  steers  steadilv  and 
without  the  use  of  the  rudder.  If  the  course  be  straight,  vessel  will 
follow  the  mid-channel,  for  the  reason  that  the  reflex  pressure  from 
the  banks  is  equal  on  both  sides." 

Senator  Taliaferro.  General  Davis,  what  does  he  mean  by  the 
fvessel  steering  "  without  the  use  of  the  rudder?  " 

General  Davis.  Just  what  he  says — ^that  when  that  vessel  is  started 
off  on  a  straight  course  in  the  canal  you  can  let  the  rudder  alone  and 
the  vessel  will  take  care  of  herself.    That  is  a  fact. 

Senator  Taliaferro.  Is  it? 

General  Davis.  Yes,  sir. 

Senator  Taliaferro.  It  is  news  to  me. 

General  Davis.  I  do  not  mean  to  say  that  they  do  not  keep  their 
hands  on  the  rudder ;  but  he  says  here  that  they  will  steer  without  the 
use  of  the  rudder. 

Senator  Dryden.  Does  that  refer  to  a  vessel  propelled  by  steam  ? 

General  Davis.  Oh,  yes;  oh,  yes. 

Senator  Morgan.  Does  that  mean  that  the  vessel  is  really  steered 
by  the  propeller? 

Greneral  Davis.  No,  sir ;  it  means  that  the  pressure  of  water  on  both 
sides  is  exactly  equal,  and  there  is  no  prompting  on  the  part  of  the 
vessel  to  so  to  one  side  or  the  other,  for  the  place  of  least  resistance  is 
rirfit  in  tne  center  of  the  canal. 

senator  Morgan.  They  go  for  the  point  of  least  resistance? 

General  Davis.  They  go  for  the  point  of  least  resistance,  and  if 
they  should  go  toward  the  bank  they  would  meet  with  resistance.  If 
they  should  go  toward  either  bank  they  would  meet  with  resistance, 
so  the  place  where  the  vessel  can  go  ahead  easiest  is  reached  in  the 
center  of  the  canal,  and  that  is  what  Admiral  Goodrich  says.  [Read* 
ing:] 

"  So  long  as  the  channel  is  of  uniform  width  a  vessel  steers  steadily 
and  without  the  use  of  the  rudder;  if  the  course  be  straight,  vesaal 
will  follow  the  midchannel,  for  the  reason  that  the  reflex  pressure 
from  the  banks  is  equal  on  both  sides;  but  where  the  widtn  is  in- 
creased by  an  enlargement  wholly  on  one  side  the  pressure  varies, 
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being,  if  the  width  is  doubled,  four  times  as  great  on  the  side  of  least 
extent  of  deep  water  as  on  the  other." 

That  is,  these  pressures  are  as  the  squares  of  the  distance. 

"  In  consequence  the  ship  yields  to  the  greater  pressure  and  heads 
directly  for  the  transverse  bank  which  mates  the  end  of  the  siding." 

He  is  talking  now  about  these  siding  in  the  Suez  Canal,  which  were 
made  in  order  to  facilitate  ships  passing  each  other.  They  are  mere 
notches,  cut  right  out  of  one  side  or  other  of  the  bank,  and  of  course 
the  end  of  the  notch  represents  a  transverse  wall  of  earth.  He  says 
that  a  ship  coming  abreast  of  one  of  these  enlargements  shunts  right 
off  for  the  enlargement — that  is,  she  tries  to  get  to  the  center  of  the 
channel  all  the  time. 

Senator  Morgan.  Ships  that  are  put  into  these  notches  are  stopped? 

Greneral  Davis.  They  are  stopped  absolutely,  and  tied  up  there 
until  the  other  one  goes  by. 

Senator  Morgan.  Until  the  other  one  goes  by ;  yes. 

Greneral  Davis.  On  the  subject  of  increasing  the  width  of  canal, 
which  from  about  1870  to  1880  was  under  discussion.  Admiral  Ryder, 
of  the  British  navy,  reported : 

"At  first  sight  it  might  appear  advisable  that  the  canal  should  be 
widened,  but  I  am  convinced  it  would  be  a  misfortune,  as  wild  ves- 
sels that  now  cannon  harmlessly  from  bank  to  bank  of  the  ditch, 
which  is  only  72  feet  across,  would  then,  instead  of  cannoning,  dig 
their  stems  in  and  stick  perhaps  for  hours." 

Senator  Taliaferro.  General,  before  you  proceed^  do  you  know  the 
width  of  the  Suez  Canal  at  these  points  for  passmg— for  ships  to 
pass  each  other? 

General  Davis.  At  that  time  they  were  much  less  than  the  figure  I 
give  you  now,  but  now  they  are  147.6  feet.    That  is  their  widtii  now. 

Senator  Taliaferro.  At  the  passing  places? 

General  Davis.  At  the  passing  places ;  yes,  sir. 

Senator  Kittrbdge.  At  the  bottom  or  the  surface? 

General  Davis.  At  the  bottom. 

Sir  John  Stokes,  of  the  Royal  Engineers,  in  his  report  to  the  Gov- 
ernment— ^this  is  an  official  paper — says : 

"  It  has  been  urged  as  a  reproach  against  the  company  that  it  did 
not  excavate  a  channel  of  the  full  width  originally  intended,  namely, 
200  feet  at  the  surface  and  144  feet  at  the  bottom.'' 

That  was  the  plan  that  Mr.  De  Lesseps  set  out  to  accomplish.  He 
got  just  half  of  that — that  is,  he  got  72  feet  instead  of  144.     [Bead- 
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Jut  I  think  it  is  a  fortunate  circumstance  that  the  intention  was 
not  carried  out.  I  believe  that  the  navigation  is,  in  consequence, 
effected  in  much  greater  security,  that  the  risk  of  collision  is  greatly 
reduced,  and  that  in  the  long  run  the  pjassage  through  the  canal  is 
performed  in  a  much  shorter  avera^  time  than  if  vessels  were  al- 
lowed to  navigate  without  supervision.  If  the  canal  were  wider, 
and  vessels  allowed  to  navigate  without  restriction,  obeying  only  the 
rule  of  the  sea,  the  usual  rivalry  and  endeavor  to  get  through  as  quick 
as  possible  would,  even  if  restrained  by  regulations,  be  accompanied 
by  the  usual  collisions  sometimes  occurring  from  accidents  beyond 
control. 

"  There  is  practically  no  limit  to  the  number  of  vessels  that  can 
be  passed ;  the  present  '  sidings '  can  be  increased  in  number,  but  as 
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the  large  Bitter  Lake  affords  the  means  of  shunting  any  number  of 
vessels" 

(At  this  point  General  Davis  indicated  on  the  map  the  location 
of  the  Bitter  Lake  on  the  Suez  Canal.) 
Senator  Kittredge.  How  far  is  that,  General,  from  either  end? 
General  Davis.  That  is  about  25  miles  from  the  Red  Sea,  and  this 
end  of  it  is  about  60  miles  from  Port  Said. 

Senator  Kittredge.  It  is  about  15  miles  long? 

General  Davis.  There  are  9.38  miles  there  of  iminterrupted  lake 
navigation. 

Senator  Kittredge.  And  the  longer  section  is  about  15  miles  longer 
than  the  Panama  Canal  ? 

General  Davis.  Oh,  the  whole  length  of  the  canal  from  ocean  to 
ocean 

Senator  KiTtredge.  No;  I  do  not  mean  that.  I  mean  from  that 
lake  in  the  central  part,  of  which  you  are  speaking. 

General  Davis.  Lake  Timsah  is  a  turning  point.  There  is  a  place 
where  ships  can  turn  around.  It  so  happens  that  from  Lake  Timsah 
to  Port  Said  is  exactly  49  miles;  ana  in  that  distance  from  Lake 
Timsah  to  Port  Said  thece  is  no  place  where  a  ship  can  turn  around, 
nor  anywhere  near  turn  around,  unless  it  is  a  mere  tugboat  or  some- 
tiiing  of  the  kind.  It  happens  to  be  just  49  miles  from  Lake  Timsah 
to  this  end.  There  is  a  point  where  they  may  turn  [indicating]  and 
so  tiiey  may  here  [indicating  the  Bitter  Lake]. 

Senator  Morgan.  Does  that  Bitter  Lake  receive  any  contributions 
of  water  from  the  Nile  or  from  any  other  great  stream  ? 

General  Davis.  None  whatever,  except  from  the  Red  Sea  and  from 
the  Mediterranean. 

Senator  Morgan.  I  know ;  but  I  mean  did  it  naturally,  before  the 
canal  was  constructed  ? 

General  Davis.  Oh,  no;  it  was  a  dead  sea;  it  was  dry.  It  was  a 
dry  basin.    So  was  Lake  Timsah. 

Senator  Morgan.  It  has  been  filled  up  by  the  water  being  let  in 
from  the  Red  Sea  and  the  Mediterranean  ? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  So  it  is  now  salt  water  ? 

General  Davis.  It  is  now  salt  water,  and  so  is  Lake  Timsah. 

Senator  Morgan.  They  were  both  dry  basins  before  that  canal  was 
cut  through  there? 

General  Davis.  Oh,  ves.  One  of  the  arguments  that  was  brought 
against  the  Suez  Canal  by  those  who  were  opposed  to  its  being  con- 
structed was  this :  "  Just  as  soon  as  you  let  the  sea  water  into  the 
Bitter  Lakes  and  Lake  Timsah  the  evaporation  will  turn  the  whole 
affair  into  salt,  and  you  will  have  nothing  there  but  a  body  of  salt." 
That  was  one  of  the  char^  against  it. 

Senator  Morgan.  That  has  not  occurred? 

General  Davis.  No,  sir. 

Senator  TALiArERRO.  How  far  is  it,  General,  from  the  Red  Sea  end 
of  that  Bitter  Lake  to  the  Red  Sea  ? 

General  Davis.  From  here  out  [indicating]  ? 

Senator  Taliaferro.  Yes. 

General  Davis.  That  is  mile  64,  and  this  is  mile  90  or  91.  It  Ls 
about  30  miles.    I  shall  come  to  that  again. 

Senator  Morgan.  Practically  24  miles. 
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General  Davis  (reading)  : 

'•  There  is  practically-no  limit  to  the  number  of  vessels  that  can  be 
passed ;  the  present '  sidings '  can  be  increased  in  number,  but  as  the 
large  Bitter  Lake  affords  the  means  of  shunting  any  number  of  ves- 
sels it  is  unnecessary  to  widen  the  canal.  The  fact  that  Her  Majes- 
ty's troopships,  vessels  of  4,400  tons,  400  feet  long,  of  52  feet  beam, 
and  drawing  22  feet  of  water,  pass  through  the  canal  in  an  average 
on  49  voyages  of  seventeen  hours  under  weigh '' 

A  distance  of  104  miles,  remember. 

'*  Their  average  time  in  the  canal  being  about  forty  hours  " — 

That  is,  with  the  nights  added,  because  at  that  time  they  did  not 
have  any  electric  lights  to  use  in  illuminating  the  place  at  night.  In 
other  words,  the  canal  was  not  lighted.     (Blading:) 

•'Affords  a  convincing  proof  of  the  suflSciency  of  the  canal  for  all 
reasonable  purposes  and  as  a  mercantile  highway." 

This  report  was  written  about  1884,  when  the*^  bottom  width  of  the 
canal  was  72  feet  and  its  depth  26  feet,  and  when  the  average  capac- 
ity of  vessels  using  it  was  but  1,500  tons.  We  have  the  tonnage;  we 
know  how  many  vessels  passed ;  we  know  what  they  paid  tolls  on,  and 
we  find  it  averaged  1,500  tons.  But  the  enormous  increase  in  steam 
tonnage  throughout  the  world  and  the  increased  size  given  to  ships 
forced  the  Suez  management  to  enlarge  the  capacity  of  the  canal 
prism. 

The  Suez  Canal  has  been  in  process  of  widening,  deepening,  and 
flattening  of  curves  ever  since  it  was  opened,  in  1869.  Not  a  day 
has  passed  since  then  when  they  have  not  been  taking  out  something, 
making  it  wider  or  deeper.  They  are  doing  it  all  the  time;  andTC 
have  some  very  interesting  figures  here  about  what  it  cost.  And  if 
there  exists  such  paramount  importance  or  advantage  in  having 
straight  sailing  courses,  such  as  the  lock  people  claim,  why  have  not 
the  curves  at  Suez,  or  even  one  of  them,  been  changed  according  to 
the  modern  idea,  as  might  easily  have  been  effected  I  These  French 
engineers  are  not  asleep.  They  are  as  live  men  as  vou  can  find  any- 
where; and  if  this  system  of  polygon  navigation  had  been  adapted 
to  canal  purposes  those  Frenchmen  would  have  found  it  out  long 
since.  Instead,  they  have  left  every  curve  which  was  there  orig- 
inally. They  have  not  taken  out  one.  They  have  made  them  flatter; 
they  have  made  the  sweep  longer. 

TThis  polygon  navigation  is  absolutely  indispensable  in  the  Great 
Lakes,  in  the  submerged  channels.  There  they  have  to  have  it,  and 
they  do  have  it,  and  it  works  beautifully ;  and  they  have  followed  it 
in  the  Hay  Lake  channel  and  the  Neebish  channel  and  in  other  parts 
of  the  Great  Lakes.  But  this  canal  as  proposed  by  the  minority  is  a 
system  of  lake  navigation. 

Another  point  which  the  Secretary  makes  is  that  the  proposed 
Gatun  locks  are  capable  of  receiving  vessels  25  per  cent — ^the  minority 
say  40  per  cent — larger  than  the  new  Cunarder,  whose  dimensions 
are  800  by  88  feet  by  38  feet  draft. 

I  want  to  say  a  word  about  this  matter  of  the  draft  of  ships. 

If  you  take  Lloyd's  Register,  which  is  the  standard  of  all  of  the 
registers  of  shipping  in  the  world — ^next  to  it  comes  the  Bureau 
Veritas  of  the  French — they  never,  in  those  books  on  classifying 
ships,  give  you  the  draft    They  give  you  exact  detail  about  the  ship, 
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its  length  on  the  water  line,  its  length  over  all,  and  its  greatest  beam; 
they  will  tell  you  how  many  horsepower  its  engines  develoj),  who  built 
them,  where  the  ship  was  built,  and  everything  else  about  it,  but  thej 
never  put  anything  about  draft  in  those  tables,  because  the  draft  is 
variable.  That  is  perfectly  well  recognized.  As  you  gentlemen  all 
'  know,  every  foreign  ship  and  a  great  many  American  ships  have 
marked  on  them  the  maximum  loaa  line,  sometimes  called  the  "  Plim- 
soll  mark,"  but  usually  called  the  "  Lloyds  mark,"  which  means  that 
you  must  not  load  that  ship  deeper  than  that  mark. 

That  is  all  that  anybody  can  say  about  the  draft  of  a  ship.  If  you 
put  more  of  the  cargo  forward  and  less  astern  she  draws  more  for- 
ward. If  you  load  more  astern  and  less  forward  she  draws  more  aft. 
So  all  we  give  in  our  Navy  Registers  about  the  draft  of  our  ships  is 
their  mean  draft,  the  ordinary,  usual  draft  of  battle  ships  and 
cruisers.  That  is  very  easy  to  state  for  those  vessels,  because  when 
they  are  put  in  commission  they  are  expected  to  carry  a  certain  defi- 
nite amount  of  weight.  But  these  commercial  ships  are  continually 
changing. 

The  reference  to  this  Cunarder  as  having  38  feet  draft — as  given  in 
the  report  of  the  Board — means  that  you  must  not  load  that  ship 
so  as  to  draw  more  than  38  feet ;  but  probably  not  once  in  the  whole 
lifetime  of  that  ship  will  she  ever  be  loaded  so  as  to  draw  38  feet. 

One  of  the  vessels  that  passed  through  the  Suez  Canal  last  j'^ear, 
the  British  battle  ship  Terrible^  is  put  down  in  the  Naval  Register  as 
drawing  30  feet,  and  yet  she  went  through  the  Suez  Canal  drawing 
26  feet.  That  shows  how  little  dependence  you  can  put  upon  the 
matter  of  draft,  so  far  as  the  published  reports  are  concerned. 

These  locks,  and  all  others  proposed  by  the  minority,  are  to  have  a 
depth  on  miter  sills  of  40  feet.  At  the  end  of  the  dry  season  the  lake 
level  is  expected  to  be  drawn  down  to  Level  82,  which  will  decrease 
the  depth  of  water  on  the  miter  sills  of  the  two  upper  locks  to  37 
feet,  and  this  low-water  period  may  continue  for  two  months  or  more, 
or  until  the  rains  and  floods  restore  the  level  of  Lake  Gatun  to  85 
feet.  If  the  supposed  Cunarder  applied  for  transit  with  conditions 
as  above,  she  would  have  to  wait  weeks  or  even  months  to  be  permitted 
to  enter  at  all. 

Again,  it  is  well  known  that  the  draft  of  vessels  is  greater  in  fresh 
water  than  in  salt.  This  is  frequently  stated  for  moderate-sized  ves- 
sels at  3^  per  cent  of  the  draft.  With  such  allowance  for  increased 
draft  of  the  Cunarder  in  the  fresh  water  of  Lake  Gatun  she  would 
then  draw  39^  feet,  and  in  entering  the  lock  she  would  have  only  9 
inches  of  water  between  her  keel  and  the  miter  sill.  Would  the 
owners  of  a  35,000-ton  ship  be  willing  to  take  the  chances  of  escaping 
injury  with  a  margin  of  but  9  inches  to  go  on? 

It  seems  to  me  that  the  question  answers  itself. 

The  minority  may  say,  "  But  the  majority  plan  calls  for  a  canal 
only  40  feet  deep,  and  that  only  leaves  2  feet  of  margin  to  go  on," 
and  they  will  also  say,  probably,  that  since  it  is  proposed  to  spill 
into  the  sea-level  canal  the  regulated  flow  of  the  Chagres  River  and 
some  other  minor  streams,  the  waters  of  the  sea-level  canal  will  be 
fresh  water  and  this  same  remark  will  apply  to  that  type  of  canal. 
That  is  true  if  the  premises  are  sound.  But  there  is  another  condi- 
tion that  will  result.  If  that  water  is  let  into  the  prism  of  the  canal 
about  its  center,  if  the  canal  is  at  uniform  sea  level  throughout  its 
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whole  extent  and  the  water  is  fresh,  the  ship  will  have  her  keel  within 
9  inches  of  the  bottom  of  the  canal.  But  that  is  based  on  the  suppo- 
sition that  the  water  is  all  fresh.  If,  however,  no  water  is  comins 
into  the  canal,  it  will  all  be  salt.  Therefore  she  will  have  2  feet  oi 
water  under  her  keel.  But  if  the  coming  in  of  the  fresh  water 
makes  the  water  of  the  canal  brackish  (as  it  certainly  will) ,  and  there 
is  coming  in  15,000  second-feet,  which  is  what  the  majority  estimate 
may  be  admitted  without  danger,  what  will  happen  in  a  hydraulic 
way  ?  That  water,  piling  into  the  canal  at  the  rate  of  15,000  second- 
feet — and  that  is  a  lot  of  water — will  at  once  raise  the  level  of  the 
immediately  contiguous  portions  of  the  canal  until  the  water  can 
escape,  and  it  will  continue  to  do  so,  and  do  so,  and  do  so,  and  do  so 
more  and  more,  until,  instead  of  the  depth  of  your  canal  at  that 
point  where  the  Chagres  water  comes  in  being  limited  exactly  to  40 
feet,  it  will  be  41  feet,  perhaps.  I  do  not  know  what  the  calculation 
would  show,  but  it  will  be  quite  41  feet,  and  it  may  be  42,  and  the  sloi)e 
to  the  sea  on  either  side  will  take  up  the  difference,  and  as  the  sea  is 
approached  the  waters  of  the  canal  will  become  less  and  less  fresh 
and  more  and  more  salt. 

Senator  Taliaferro.  Do  you  understand,  General,  that  this  water 
from  the  Chagres  will  be  let  into  the  canal  in  sufficient  quantities 
to  raise  the  depth  of  the  canal  at  that  point? 

General  Davis.  I  am  sure  that  letting  in  the  water  at  15,000 
feet  a  second  will  sensibly  raise  the  level  of  the  water  at  the  point 
where  it  comes  in,  and  in  a  decreasing  extent  on  either  .side.  I  do 
not  believe  anybody  will  dispute  that  proposition. 

Senator  Taliaferro.  Do  the  majority  estimate  that? 

General  Davis.  No;  their  plan  is  not  based  upon  that  idea  at  alL 

Senator  Morgan.  Could  you  not  get  rid  of  that  difficulty  by  deep- 
ening the  prism  of  the  canal  for  a  few  miles? 

General  Davis.  It  could  be  done,  sir,  but  I  do  not  think  it  is  a 
difficulty.  I  do  not  think  it  really  is  a  difficultjr.  I  do  not  think  that 
this  ship  of  38  feet  draft  is  going  to  appear  in  the  Panama  Canal 
in  a  generation,  or  in  two  generations,  drawing  38  feet.  The  greatest 
draft  of  any  ships  entering  New  York  to-day — ^these  sixteen,  sev- 
enteen, eighteen  thousand  ton  vessels,  twenty  or  twenty-two  thousand 
ton  vessels — is  only  about  30,  31,  or  32  feet.  • 

Senator  Taliaferro.  Still,  you  hold  that  if  such  a  ship  should  offer 
to  go  throu^  that  canal  she  could  be  safely  gotten  through? 

General  Davis.  We  do;  and  there  she  is  represented  [indicating 
drawing].  There  is  150  feet  bottom  width,  and  there  is  the  Maurita- 
nia^ one  of  the  new  Cunarders,  with  a  draft  of  38  feet.  She  has  2 
feet  of  water  under  her  keel.  She  is  in  the  canal  with  a  prism  150 
feet  wide.    There  she  is  represented. 

Senator  Taliaferro.  And  what  is  the  beam  of  that  ship? 

General  Davis.  The  beam  of  that  ship  is  88  feet,  and  this  bottom 
width  is  150  feet  «  Now,  General  Ernst  had  a  sketch  here  showing 
two  of  these  vessels  lying  side  by  side. 

Senator  Kittredge.  Ix  is  over  here.  General. 

General  Davis.  No  ;  I  took  it  down.  That  is  mine ;  that  is  ajiother. 
But  there  is  no  one  that  claims  that  two  ships  of  88  feet  beam  can 
pass  in  a  150-foot  channel.  Nobody  claims  that.  Nobody  pretends 
to  assert  that  This  ship,  if  she  did  present  herself,  would  have  the 
road  cleared  for  her.    It  would  only  be  a  matter  of  ten  hours  for  her 
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to  get  clear  through.  Other  ships  could  follow  her  and  others  pre- 
cede her,  but  she  could  not  pass  at  speed  in  any  of  the  narrow  parts 
of  the  canal  unless  passing  places  were  arranged  for,  which  would 
unquestionably  be  done.  She  would  go  through  in  ten  hours  as  it  is, 
and  that  is  only  at  the  rate  of  about  5  miles  an  hour. 

Instead  of  a  capacity  in  the  locks  for  vessels  larger  than  the  new 
Cunarder,  it  is  decidedly  doubtful  if,  as  planned,  tney  are  adequate 
for  such  a  ship  at  all. 

Another  remark  of  the  Secretary  is  to  the  effect  that  the  sea-level 
canal,  as  planned,  does  not  fulfill  the  conditions  of  the  statute  so  as 
lo  afford  "  convenient  passages,"  etc. 

If,  in  the  21  miles  or  canal  where  the  bottom  width  is  150  feet,  meet- 
ing with  the  88-feet-wide  vessel  by  other  ships  were  not  permitted  for 
two  or  three  hours,  the  ship  of  38  feet  draft  would  find  convenient 
passage;  and  this  remark  applies  only  to  vessels  of  similar  size.  By 
the  time  the  number  of  such  vessels  desiring  transit  reached  consid- 
erable magnitude  the  canal  would  have  been  widened  as  would  be 
found  necessary ;  and  the  cost  would  be  moderate,  reaching,  for  the 
whole  line,  as  estimated  by  the  Commission,  $870,000  per  foot  of  in- 
creased width.  The  Commission  estimates  that  it  will  cost  $87,- 
000,000  to  widen  the  sea-level  canal  to  300  feet  throughout.  As  esti- 
mated by  the  minority,  omitting  the  4.7  miles  at  Culebra,  the  cost  is 
about  $500,000  per  foot^-that  is,  $50,000,000  is  the  estimate  of  the 
minority  for  widening  the  sea-level  canal  to  300  feet  in  all  places  ex- 
cept the  4.7  miles  at  Culebra,  certainly  not  a  prohibitive  cost  to  the 
United  States. 

Senator  Ankeny.  What  is  your  estimate  of  the  cost  of  carrying 
the  Culebra  Cut  to  the  width  necessary  in  addition  to  the  other  esti- 
mate? 

General  Davis.  I  have  not  figured  it,  but  I  presume  that  the  fig- 
ures of  the  Commission  are  about  right ;  they  figured  up  $87,000,000 
for  the  whole  line. 

Senator  Taliaferro.  Including  the  Divide? 

General  Davis.  Including  the  Divide;  and  the  minority  of  the 
board  estimate  $50,000,000  for  widening  all  except  Culebra — 4.7  miles. 

Senator  KiTTREDGE.  Was  that  action  unanimous? 

General  Davis.  No,  no ;  that  is  an  estimate  of  the  minority.  That 
is  found  in  the  minority  report. 

Senator  Kittredge.  I  remember. 

General  Davis.  The  majority  did  not  discuss  that  phase  of  the 
question.  They  believe  that  a  canal  150  and  200  feet  wide  is  wide 
enough  for  all  purposes  of  navigation  for  the  next  twenty  years ;  and 
when  the  time  comes  that  we  need  more  capacity,  we  will  anticipate 
it  and  be  ready  for  it. 

Senator  Morgan.  That  means  150  feet  at  the  bottom  and  200  feet 
at  the  top  ? 

General  Davis.  No;  150  feet  at  the  bottom  in* the  lower  portions 
and  200  feet  at  the  bottom  in  the  rock  portions — that  is,  150  feet  in 
earth  and  200  in  rock. 

Senator  Taliaferro.  What  would  be  the  top  width  of  that  150- 
foot  part  of  the  canal — ^that  part  that  is  150  feet  wide  at  the  bottom? 

General  Davis.  It  w6uld  oe  nearly  300  feet  wide  from  this  point 
to  that  point  [indicating]. 

Senator  Morgak.  On  the  surface  ? 
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General  DA^^8.  On  the  surface;  and  150  on  the  bottom.  Now, 
these  two  sketches  represent  two  ships.  This  represents  the  Celtic^ 
a  White  Star  boat.  She  is  680  feet  long  and  has  a  beam  of  75  feet, 
and  her  gross  tonnage^is  20,904.  That  is  the  Celtic;  some  of  you 
may  have  crossed  in  her.  Now,  this  [indicating]  represents  the 
Kaiser  WUhelrti  der  Groaae.  of  the  North  German  Lloyd  Line.  Her 
length  is  626.7  feet,  her  width  is  66  feet,  and  her  tonnage  14,349. 

That  sketch  represents  this  ship  as  waiting  for  that  ship  to  pass 
[indicating].  This  ship  is  stopped  on  the  side,  and  the  lines  are  car- 
ried ashore  and  tied  up  to  mooring  piles,  waiting  for  this  one  to  ffo  by. 
Now,  the  majority  claim  that  that  is  perfectly  practicable,  and  that 
the  delay  which  will  result  from  this  crossing  is  inconsequential. 
I  will  read  you  a  telegram  from  the  chief  engineer  of  the  Suez  Canal 
that  was  written  to  me  a  few  days  ago,  in  which  he  says  that  in  the 
case  of  these  big  battle  ships  that  are  going  through  Suez  now'  the 
average  detention  of  those  ships  in  the  whole  canal  of  104  miles,  due 
to  the  mooring  idea — ^the  idea  of  tying  up  ships  to  pass — is  an  hour 
and  a  half.    I  have  here  his  original  telegram. 

Senator  TALiArERRO.  Is  that  the  detention  as  \fi  the  ship  that  ties 
up? 

General  Davis.  It  is  the  average  of  all.  I  asked  him  specifically 
the  question,  "  Taking  your  bi^  ships,  what  delay  do  they  encounter, 
over  and  above  the  small  ones,  m  this  tying-up  business?"  He  said: 
"  It  makes  no  difference.  It  amounts  to  an  hour  and  a  half  per  ship 
for  the  whole  fleet  that  passes  through  there,  and  that  is  13,000,000 
net  tons.'' 

Senator  Taliaferro.  The  delay  here  would  only  occur  where  there 
was  an  unusually  large  ship  to  be  met? 

General  Davis.  That  is  all.  I  admit,  in  this  case,  that  while  that 
ship  is  passing  the  150- foot  channel,  nothing  except  quite  small  ships 
coidd  be  tied  up  alongside.  That  is  quite  true,  that  is  quite  the  fact, 
while  that  ship  is  passing.  You  perhaps  can  not  quite  see  it,  but 
there  is  the  200- foot  channel  also  plottea  there,  superimposed  on  the 
other. 

Senator  Taliaferro.  Yes. 

General  Davis.  It  comes  over  to  here.  Now,  in  that  channel,  shunt- 
ing this  ship  over  so  far  on  this  side,  a  small  vessel  of  three  or  four 
thousand  tons  could  be  tied  up  there,  and  the  other  could  go  by.  There 
is  not  any  trouble  at  all  about  that.  But  two  ships  of  this  size  could 
not  pass  with  a  bottom  width  of  150  to  200  feet.  This  is  what  would 
happen,  however,  if  the  channel  was  made  300  feet  wide :  There  [in- 
dicating] is  a  300- foot  channel,  and  there  is  the  Celtic^  and  this  is  the 
Kaiser  WUhelm  der  Grosse.  Now,  that  ship  is  tied  up;  this  one  is 
proceeding. 

Senator  Morgan.  That  appears  to  be  in  the  Culebra  cut. 

General  Davis.  Yes,  sir;  that  is  supposed  to  be  in  the  Culebra  cut. 
That  is  on  the  idea  that  you  have  got  a  width  of  300  feet,  and  the 
material  is  rock. 

The  Chairmax.  What  is  this  one  here,  Greneral  ?     [Indicating.] 

General  Davis.  That  is  the  same  idea  in  a  prism  where  it  is  part 
rock  and  part  earth.  One  of  the  witnesses  before  the  Board  spoke 
of  the  disadvantage  that  would  result  from  the  fact  that  the  corner 
of  the  rock  would  impinge  against  the  side  of  the  ship  and  be  a  source 
of  great  danger.    Tnis  shows  the  idea  that  would  be  carried  out 
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there — ^simply,  a  retaining  wall  built  up  out  of  the  water,  sitting  on 
this  rock^  which  is  not  a  serious  matter.  In  fact,  the  Isthmian  Canal 
Commission  of  1899-1901  proposed  to  put  a  retaining  wall  through 
the  whole  stretch  of  the  Culebra  cut.  • 

The  Chairman.  One  ship  would  be  tied  up  in  this  case,  would  it 
not? 

General  Davis.  One  ship  would  be  tied  up  in  that  case;  but  the 
canal  is  wide  enough  so  as  to  tie  them  up  anywhere.  They  can  be 
tied  up  at  any  place  where  there  are  groups  oi  piles  to  tie  to. 

Senator  Morgan.  Mr.  Chairman,  I  suggest  that  before  this  report 
is  completed,  when  tjie  the  revision  of  it  takes  place,  we  ask  General 
Davis  to  explain  these  diagrams,  and  put  the  diagrams  in  the  record. 
I  suggest  that  we  ask  him  to  explain  them  so  that  they  can  be  printed, 
and  the  Senate  can  get  some  ideas  which  can  not  l>e  communicated 
merely  with  words. 

The  Chairman.  Do  you  not  understand  that  he  is  now  making  an 
explanation  to  the  stenographer  which  will  go  right  into  the  record 
at  the  present  time? 

Senator  Morgan.  Yes;  it  can  go  right  in  now. 

The  Chairman.  But  is  not  the  General's  explanation  sufficient  now, 
as  he  is  going  along?     Did  you  want  somethmg  additional? 

Senator  Morgan.  I  doubt  very  much  whether  it  is  sufficient,  because 
the  stenographer  is  obliged  to  put  in  the  words  "  indicating,"  "  indi- 
cating," which  mean  nothing. 

The  Chairman.  And  you  would  like  to  have  the  General,  in  addi- 
tion to  what  he  is  stating  now,  explain  the  diagrams  ? 

Senator  Morgan.  Yes ;  I  would  like  to  have  the  diagrams  put  in, 
and  explanations  inserted  by  General  Davis  as  to  what  they  refer 
to  and  what  he  proposes  to  illustrate  by  them. 

Senator  Taliaferro.  And  to  give  particularly  the  top  width  of  the 
canal  at  every  point. 

Senator  Morgan.  Yes.  Then  the  Senate  can  have  a  view  of  it  in 
a  picture,  as  well  as  in  the  description. 

The  Chairman.  In  addition  to  the  explanation,  as  it  is  going  on 
now,  you  would  like  to  have  General  Davis  give  the  difference  in 
width  of  the  300-foot  channel,  as  well  as  the  150-foot  channel,  would 
you  not? 

Senator  Morgan.  Yes ;  every  particular  that  he  has  alluded  to. 

The  Chairman.  General,  can  you  do  that  for  us? 

General  Davis.  Oh,  yes. 

Senator  Dryden.  General,  I  was  called  out  before  you  explained 
that  matter,  and  I  would  like  to  ask  you  just  one  or  two  questions 
there.  What  is  the  width  of  the  canal  at  the  point  illustrated  by 
that  diagram? 

General  Davis.  By  this  diagram  ? 

Senator  Dryden.  Yes. 

General  Davis.  One  hundred  and  fifty  feet  bottom  widtii  and  about 
300  feet  at  the  surface. 

Senator  Drtden.  And  what  is  the  beam  of  those  vessels  represented 
there? 

General  Davis.  That  ship  is  Y5  feet  beam,  and  this  one  is  66. 

Senator  Taliaferro.  Just  tell  the  Senator  what  ships  they  are. 

General  Davis.  This  is  the  Celtic^  and  that  is  the  Kaiser  Wtlhelm 
der  Grosse. 
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Senator  Dryden.  We  had  presented  to  us  a  day  or  two  ago  a  simi- 
lar diagram  showing,  I  think,  the  proposed  new  Cunardersl 

General  Davis.  Yes,  sir. 

Senator  Dryden.  And  that  diagram  showed  those  ships  almost 
touching? 

General  Davis.  Yes,  sir ;  yes,  sir. 

Senator  Dryden.  I  would  like  to  have  your  views  on  that  matter. 

General  Davis.  This  is  the  150- foot  bottom  width  of  canal,  and  in 
dotted  lines  is  also  shown  the  200-foot  width.  Both  are  represented ; 
one  is  overlaid  on  the  other.  And  that  is  the  Mauritania,  one  of  the 
new  Cunarders.  She  has  88  feet  beam,  and  she  is  supposed  to  have 
38  feet  draft,  which  practically  she  never  will  have ;  but  it  has  been 
shown  here  as  a  38-foot  draft.  Now,  I  stated  to  the  committee  during 
your  absence.  Senator,  that  I  did  not  pretend  that  two  ships  of  that 
size  could  pass  each  other  in  the  canal  at  the  same  time.  I  do  not 
pretend  that.  Nobody  of  the  majority  does  pretend  it;  but  they  do 
claim  that  when  such  a  ship  is  to  pass  through  the  canal  the  canal 
company  or  the  Government  controlling  the  canal  can  very  well  afford 
to  arran^  ahead  by  telegraph  to  have  all  large  vessels  that  are  pro- 
ceeding m  the  opposite  direction  lie  by  in  the  sidings  until  she  gets 
through.  It  is  only  a  matter  of  a  very  few  hours,  and  since  the  whole 
transit  for  this  ship  will  only  take  ten  hours,  it  is  an  insignificant  mat- 
ter— quite  insignificant.  It  is  a  matter  of  delaying  some  of  the  other 
vessels  just  a  few  hours. 

Senator  Dryden.  When  you  said  a  moment  ago  "  lie  by  only  a  few 
Lours,"  you  meant  a  few  minutes,  did  you  not? 

General  Davis.  A  few  minutes  each ;  but  I  meant  a  very  few  hours 
in  the  aggregate. 

I  also  stated,  I  think  during  your  absence,  that  I  had  been  in- 
formed by  a  communication  from  the  chief  engineer  of  the  Suez 
Canal  that  the  average  time  of  detention  of  all  vessels,  lar^e  and 
small,  in  the  Suez  Canal,  due  to  the  fact  that  they  had  to  be  tied  up 
from  time  to  time  to  allow  others  to  pass,  was  an  hour  and  a  half. 
That  whole  business  of  mooring  increased  the  length  of  the  journey 
through  the  canal  by  one  hour  and  a  half;  and  that  is  all  it  signifies. 

Some  stress  has  been  laid  by  the  minority  on  the  fact  that  the 
majority  plan  does  not  cover  the  estimated  cost  of  providing  these 
mooring  places  and  equipping  them,  and  has  not  made  a  charge  in 
the  report  for  their  maintenance.  Mr.  Quellenec,  who  gave  me  this 
information  about  Suez,  says  that  the  entire  expense  of  the  twenty- 
three  sidings  in  Suez,  ten  of  which  were  equipped  with  telegraph 
and  electric  light,  etc.,  is  $60,000  a  year — the  entire  expense  of  all  of 
those  sidings.  At  Panama,  even  in  the  view  of  the  minority,  they 
only  designate  seven  as  necessary.  The  expense  for  those  sidings 
might  reach  $15,000  a  year. 

Senator  Ankeny.  Is  it  not  true.  General  Davis,  that  in  either 
canal  no  vessels  would  pass  going  in  opposite  directions  at  speed  ? 

General  Davis.  No  large  vessels  would  pass  at  speed. 

Senator  Ankeny.  They  would  never  pass  each  other  at  speed  in 
either  canal? 

General  Davis.  Until  you  have  a  width  of  considerably  more  than 
we  have  provided  for  in  the  sea-level  canal.  But  the  small  vessels 
can  pass  readily,  either  at  speed  or  by  slowing  down. 
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Senator  Ankeny.  But  they  never  would  attempt  to  pass  one  an- 
other at  speed.  They  would  have  to  stop  in  any  event,  even  if  they 
had  a  canal  1,000  feet  wide? 

General  Davis.  One  would  tie  up  or  they  would  proceed  slowly. 

Senator  Ankeny.  That  would  be  the  way  it  would  be  done? 

General  Davis.  Oh,  of  course  it  would  be  so. 

In  the  minority  report,  on  page  86,  there  is  a  tabulation  which 
shows  the  effect  of  locks  and  sea-level  upon  time  of  transit.  It  is 
stated  that  a  type  C  vessel,  which  is  supposed  to  be  540  feet  long  and 
60  feet  beam,  "will  go  through  the  sea-level  canal  in  eight  and  nine- 
tenths  hours,  and  that  she  will  go  through  the  lock  canal  in  nine  and 
five-tenths  hours — that  is,  supposing  her  to  be  one  of  10  ships  for  the 
daily  transit.  Supposing  her  to  be  one  of  10,  and  no  more,  she  will 
^o  tnrough  a  sea -level  canal  in  eight  and  nine-tenths  hours,  accord- 
ing to  the  minority,  and  nine  and  five-tenths  hours  in  the  lock  canal, 
according  to  the  minority.  Now,  they  say  that  when  that  business 
increases  so  that  there  are  20  ships  a  aay  of  type  C,  640  feet  long,  it 
will  take  ten  and  one-half  hours  for  each  one  of  them  to  go  through 
the  sea -level  canal,  and  it  will  take  here  nine  and  seven-tenths  hours 
to  so  through  a  lock  canal.  In  other  words,  it  will  be  eight-tenths  of 
an  hour  against  her,  supposing  there  be  20  ships  a  day. 

I  have  made  a  little  calcumtion  to  show  what  that  reallv  means. 
On  the  theory  that  there  are  20  ships  in  a  day  three  hunclred  and 
sixty-five  days  in  the  year,  it  means  7,300  ships,  all  of  type  C— that  is, 
of  ships  540  feet  long.  Now,  a  ship  of  type  C  has  a  net  tonnage  of 
about  9,520  tons.  That  is  about  her  net  tonnage.  That  is  about  the 
tonnage  she  would  pay  tolls  on,  because  the  ratio  between  net  tonnage 
and  gross  tonnage  is  about  in  the  ratio  of  13  to  18.  Her  gross  ton- 
nage would  be  13,182  tons,  and  her  net  tonnage  9,520.  Now,  if  there 
were  7,300  of  those  ships  to  so  through  the  canal  in  a  year,  what 
would  it  amount  to?  It  would  amount  to  69,460,000  tons  for  just 
that  one  kind  of  ship. 

It  is  perfectly  preposterous  that  there  should  be  any  such  number 
of  ships  of  that  type  to  go  through  the  canal.  It*  may  be  that  now 
there  are  three  or  four  or  half  a  dozen  a  year  going  through  Suez. 
There  are  a  few ;  there  would  be  a  few  in  Panama.  But  for  the  pur- 
pose of  showing  the  effect  of  locks  upon  this  question  of  delay,  and 
assuming  that  mere  are  15  or  20  ships  per  day  of  that  size,  you  are 
demonstrating  something  that  has  no  applicability  to  our  problem  at 
all,  because  there  would  not  be  any  such  number  of  ships.  There 
could  not  be.     It  is  beyond  human  reason  that  there  should  be. 

The  Secretary  has  another  observation,  which  is  that  "  lock  navi- 
gation is  not  experimental."  But  I  say  that  any  lock  is  a  cause  of 
delay,  an  obstruction,  a  danger.  No  locks  of  the  lift  proposed  have 
ever  been  constructed.  Locks  in  an  interoceanic  canal  should  not 
be  permitted  unless  the  topography  and  the  financial  resources  of 
the  canal  proprietor  f orbia  the  sea-level  plan ;  and  these  objections 
do  not  obtain  at  Panama  with  the  United  States  as  proprietor. 

The  reasoning  which  the  majority  have  given  in  their  report  as  to 
why  they  are  opposed  to  locks  is  so  clearly  stated,  so  forcibly  stated, 
that  it  would  be  supererogation  on  my  part  to  repeat  it.  I  think  it 
is  sound  and  logical  and  forceful.  It  seems  to  me  that  it  is  hardly 
necessary  to  say  a  word  about  that.     That  locks  are  necessary  in 
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some  places  is,  of  course,  true;  and  when  they  must  be  used  in  cer- 
tain localities  they  are  tolerated.  We  are  delighted  with  the  Soo 
Canal,  with  its  present  arrangement  of  locks.  It  is  an  admirable 
arrangement.  Nature  did  not  permit  any  other  arrangement.  We 
have  to  use  them;  and  they  are  beautifully  managed,  economically 
managed;  but  we  would  not  have  them  if  we  did  not  have  to.  It 
we  were  not  obliged  to,  we  would  not  have  them. 

Senator  Taliaferro.  In  other  words,  locks  are  used  to  x)vercome 
difficulties  that  can  not  be  overcome  in  any  other  way? 

General  Davis.  Exactly  so;  and  they  are  sometimes  used  a  step 
beyond  that    They  are  sometimes  used  to  establish  a  convenience. 

Take  the  great  harbor  basins  in  Europe — ^Liverpool,  Bristol,  Lon- 
don, Cherbourg,  Havre,  and  all  of  those  in  the  north  of  Europe, 
except  around  m  the  Baltic — they  have  a  tide  of  20,  25,  26,  27  feet. 
In  a  great  many  of  the  great  harbor  basins  in  Europe  if  ships  were 

{)ut  formerly  wnere  the  oasins  now  are  the  tide  would  run  out  and 
eave  them  aground.  They  have  overcome  that  difficulty  by  fencing 
in  these  great  harbor  basins  and  putting  locks  in  front. 

Senator  Taliaferro.  That  is  a  fault  or  difficulty  that  can  not  be 
overcome  in  any  other  way,  is  it  not? 

General  Davis.  That  is  a  difficulty  that  can  not  be  overcome  in 
any  other  way,  except  that  they  could  lighter  their  ships;  they 
could  handle  all  their  cargo  by  lighterinc,  the  same  as  they  do  in 
Hongkong  and  Singapore.  But,  I  say,  there  it  is  done  to  effect  a 
convenience. 

Another  proposition  is  that  "  the  weight  of  dams  insures  com- 
pression of  the  mud  and  clay  upon  which  they  are  founded." 

I  say  that  the  depth  of  the  compressible  base  changes  abruptly  as 
the  two  deep  gorges  are  crossed  by  the  dam  at  Gatun,  mis  depth  vary- 
ing from  zero  to  over  200  feet  in  four  places,  and  within  a  very 
short  distance  on  the  dam's  axis.  It  results  that  immediately  along- 
side a  spot  where  the  compressible  material  is  over  200  feet  deep  the 
base  of  the  dam  will  rest  on  the  incompressible  indurated  clay,  but 
the  dam  at  its  highest  point  will  l)e  135  feet  above  both  classes  of 
foundation.  Mr.  Stearns  thought  the  total  settlement  might  reach 
2  feet,  one-fourth  of  this  after  the  dam  was  completed.  If  this 
settlement  should  occur  over  the  margins  of  these  precipitous  sub- 
terranean geologic  gorges  there  would  be  a  tendency  or  a  liability 
of  the  earth  mass  that  settled  to  break  away  from  the  part  that 
could  not  move.  The  tendency  would  be  for  a  fault  to  occur — that 
word  "  fault "  is  used  in  the  geologic  sense — ^which  would  be  a  ver- 
tical fissure  or  plane  of  movement  or  weakness  extending  through 
the  dam  transversely  from  its  base  to  its  crest. 

If  a  compression  should  occur  such  as  is  counted  on  as  a  beneficent 
feature  the  opposite  would  result  and  a  danger  would  exist. 

Senator  Morgan.  General,  mav  I  ask  you  a  question  that  is  inter- 
esting here?  You  mentioned  these  "geological  gorges."  Is  there 
any  authority  that  you  know  of  amongst  scientific  men,  amongst 
geologists,  for  denominating  those  as  geological  gulches  or  geological 
gorges? 

General  Davis.  It  is  a  name  that  has  been  applied  to  them  by  all 
the  writers  that  have  talked  about  the  canal  problem  at  Panama  ever 
since  it  began  to  be  discussed  by  scientists.    There  have  been,  I  think, 
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four  groups  of  scientific  observers  at  Panama.  One  is  a  gentleman 
whose  name  I  can  not  recall,  connected  with  the  University  of  Cali- 
fornia, who  made  a  visit  to  the  Isthmus  many  years  ago  and 
wrote  a  report  on  the  geology  of  the  Isthmus.  Another  was  Mr. 
Hill,  connected  with  Harvard  University,  who  visited  the  Isthmus 
ten  years  ago,  I  think,  and  wrote  a  book  on  the  subject  of  the  geology 
of  the  Isthmus. 

Senator  Morgan.  That  report  is  among  the  papers  of  this  com- 
mittee. 

General  Davis.  No,  sir;  not  the  report  of  this  Board;  no.  The 
next  observers  who  wrote  a  report  were  two  Frenchmen — Zurcher 
and  Bertrand.  They  went  there  at  the  time  the  new  French  canal 
company  was  endeavoring  to  put  its  scheme  on  its  feet  and  get  money 
to  build  the  canal.  They  are  distin^ished  scientific  men,  dis- 
tinguished in  their  own  country,  and  their  ooinion  is  regarded  as  de- 
serving of  attention.  Their  report  is  printea  in  this  book,  translated 
and  printed.  They  had  before  them,  when  they  wrote  that  report, 
all  that  Mr.  Hill  had  written,  and  all  that  the  California  geologist 
had  written;  and  they  discussed  the  geology  of  the  Isthmus  from 
those  standpoints.  These,  and  other  writers,  speak  of  that  geological 
fforge  at  Panama ;  they  all  refer  to  it  by  mentioning  it  as  the  probable 
bed  of  a  prehistoric  river  which  flowed  into  the  sea  when  the  land  was 
at  least  300  feet  higher  than  it  is  now  with  respect  to  the  ocean.  They 
all  refer  to  it  in  that  way,  and  we  have  taken  up  that  term  from 
those  reports. 

Senator  Morgan.  That  is  to  say,  they  are  gulches  that  have  been 
washed  out  by  water? 

General  Davis.  Washed  out  by  water  when  the  land  was  higher 
with  respect  to  the  sea  than  it  is  now. 

Senator  Morgan.  And  not  formed  as  a  part  of  the  original  crust  of 
the  earth  there? 

General  Davis.  Oh,  no.  The  land  may  have  been  a  great  deal 
higher  than  it  is  now ;  we  do  not  ^now  how  high.  It  is  a  well-known 
fact  that  the  Hudson  River  bed  extends  about  400  miles  out  into  the 
Atlantic  Ocean.  You  can  trace  it  three  or  four  hundred  miles,  clear 
out  to  the  Gulf  stream ;  so  that  the  land  was  once  a  great  deal  higher 
than  it  is  now. 

Senator  Morgan.  Yes. 

General  Davis.  And  so  the  Chagres  River  perhaps  drained  an 
isthmus  that  may  have  been  many  times  as  wide  as  the  present 
Isthmus  is. 

Senator  Morgan.  The  point  I  was  trying  to  trace  was  as  to 
whether  or  not  those  gulches  are  attributable,  according  to  the  com- 
mon consent  of  all  who  have  examined  them,  to  the  attrition  of 
water? 

General  Davis.  Oh,  there  is  no  question  about  that.  I  do  not  think 
there  are  any  two  opinions  .on  the  subject. 

Senator  Morgan.  That  is  the  point  I  wanted  to  get  at. 

General  Davis.  Another  remark  of  the  Secretary  speaks  of  navi- 
gation under  the  sea-level  plan  as  being  conducted  "  through  a  com- 
paratively narrow  gorge."  He  speaks  of  difficult  navigation  on  ac- 
count of  the  narrowness  of  the  gorge  at  the  Culebra. 
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So  far  as  concerns  navigation,  a  channel  with  banks  1  foot  high 
is  no  more  and  no  less  convenient  than  one  with  banks  1,000  feet 
hirii.     It  seems  to  me  that  that  is  palpably  the  fact. 

The  Secretary  says,  as  a  disadvantage  to  the  sea-level  canal,  that 
the  vessels  can  not  turn  about.  That  is,  it  is  assumed  that  a  vessel  gets 
started  and  for  some  reason  wants  to  go  back,  or  an  obstacle  is  found 
to  interpose,  some  accident  has  happened,  and  passage  through  the 
canal  is  interrupted,  and  it  must  go  back. 

I  say  that  only  in  case  of  closing  the  canal  through  some  accident 
could  it  be  necessary  for  a  ship  to  turn  about.  Should  it  be  desired 
to  withdraw  a  ship  from  the  sea-level  canal,  she  could  be  backed  out 
or  withdrawn  by  tugs,  just  as  has  been  or  can  be  done  from  the  49 
miles  of  the  Suez  Canal  (which  is  118  feet  wide  at  the  bot- 
tom with  a  minimum  width  of  108  feet)  from  Port  Said  to  Lake 
Timsah,  in  which  distance  there  is  no  place  to  turn  about.  That  is 
to  say,  it  so  happens  at  the  Suez  Canal  that  there  is  exactly  49 
miles"  (the  same  length  that  we  have  on  the  Isthmus)  where  no  ship 
can  turn  around  and  where,  when  an  accident  happens,  the  ship  has 
to  be  backed  out,  as  has  been  done  and  would  have  to  be  done  any- 
where. 

Senator  Morgan.  Ships  can  be  safely  navigated  stern  foremost, 
can  they  not? 

General  Davis.  Oh,  it  could  be  done,  but  very  slowly,  of  course; 
and  the  steering  would  be  difficult. 

Senator  Morgak.  But  I  said  "  safely." 

General  Davis.  Oh,  yes — safeW;  yes,  sir.  It  could  not  be  done 
with  their  own  steam,  I  think.  They  would  have  to  be  handled  with 
tu^  and  carefully  guided. 

The  next  point  is  the  "  greater  safety  of  ships  in  a  lock  canal." 

If  this  claim  is  sound  Suez  would  be  safer  if  it  were  equipped 
with  locks.  It  would  be  very  difficult  to  convince  the  Suez  manage- 
ment of  the  soundness  of  this  proposition. 

It  is  said  that  the  estimate  of  the  majority  is  too  low  by  at  least 
$25,000,000. 

The  Commission  give  definite  figures  for  this  alleged  deficiency. 
The  items  are,  underestimate  of  control  of  streams  except  the  mam 
Chagres,  $7,800,000;  underestimate  of  cost  of  the  Culeora  excava- 
tion oelow  +1^1  $17,159,418;  total,  including  20  per  cent  contingent, 
about  $25,000,000. 

The  majority  have  expnessed  their  opinion,  and  no  sufficient  reason 
has  been  advanced  to  change  their  figures.  The  whole  Board  of 
13  men  are  responsible  for  the  estimate  so  far  as  relates  to  the 
Culebra  excavation ;  that  is  to  say,  that  the  Culebra  excavation  would 
involve  the  removal  of  a  certain  number  of  yards  of  material,  which 
was  ascertained  to  be  110,000,000.  The  whole  Board  of  Consultinjg 
Engineers  fixed  certain  unit  prices.  They  all  agreed  that  those  unit 
prices  were  adequate  to  do  the  work. 

Senator  Morgan.  There  was  no  dissent  from  them? 

Greneral  Davis.  There  was  no  dissent  from  those  unit  prices.  Now, 
the  majority  found  out  that  there  was  110,000,000  cubic  yards  of  ma- 
terial there;  that  a  certain  part  of  it  was  above  +10,  and  we  mul- 
tiplied that  by  80  cents;  that  another  part  of  it  was  below  +10,  and 
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we  multiplied  that  by  $1.25.  That  is  the  way  we  got  our  figures,  and 
that  is  exactly  the  way  the  minority  get  their  figures  for  their  exca- 
vation of  Culebra.  So  that  if  there  is  any  inadequacy  of  estimate 
there,  13  men  have  made  a  mistake — ^not  8,  but  13  have  made  the 
mistake. 

Senator  Morgan.  That  would  apply  equally  to  the  lock  canal? 

General  Davis.  And  that  applies  just  exactly  the  same  to  the  lock 
figures  as  it  does  to  the  sea-level  figures. 

Senator  Morgan.  The  unit  figures  are  the  same  for  both? 

General  Davis.  Exactly  the  same ;  exactlv  the  same. 

Senator  Taliaferro.  Except  as  to  the  locks  ? 

General  Davis.  No;  I  am  only  speaking  about  the  inadequacy  of 
these  figures  for  this  excavation  at  Culebra.  No;  I  did  not  touch 
the  locks. 

Senator  Morgan.  I  am  referring  to  the  excavation  through  the 
Culebra  heights. 

General  Davis.  And  everywhere,  Mr.  Senator ;  everywhere.  It  ap- 
plies everywhere. 

Senator  Morgan.  I  particularly  had  in  my  mind  the  question  about 
the  Culebra  heights. 

General  Davis.  Yes,  sir. 

Senator  Morgan.  Because  that  is. the  most  difficult  part  of  the 
work.  I  understand  you  to  say  that  all  of  the  Board  agreed  upon 
the  unit  prices  that  vou  have  stated  for  excavation  through  that  part 
of  it? 

General  Davis.  Through  that  part  and  every  other  part. 

Senator  Morgan.  And  every  other  part? 

General  Davis.  Through  that  part  particularly;  yes,  sir. 

Senator  Morgan.  And  a  minority  who  favor  the  lock  system  in 
their  report  adopted  the  same  unit  prices? 

General  Davis.  Exactly ;  yes,  sir. 

Three  engineer  members  of  the  Commission  and  Mr.  Stevens  op- 
pose the  sumciency  of  this  estimate.  One  member  of  the  Commission 
concurs  with  the  whole  Board.  The  division  therefore  results,  14 
in  favor  and  4  opposed  to  the  sea-level  estimates  as  respects  Culebra. 
Besides,  one  memoer  [Mr.  Randolph]  of  the  minoritv  of  the  Board 
is  on  record  (page  137  of  the  report)  as  expressing  the  opinion  that 
the  sea-level  canal  can  be  completed  within  the  estimate. 

So  far  as  concerns  the  adequacy  of  the  sea-level  figures  for  the 
cost  of  controlling  the  subsidiary  streamy  the  tally  would  seem  to 
stand,  in  favor,  the  same  eight  members  or  the  Board  and  one  of  the 
Commission,  or  nine  in  all ;  opposed,  five  of  the  Board,  three  of  the 
Commission  and  its  chief  engineer,  or  nine  in  all.  Or,  if  you  add 
Mr.  Wallace  to  the  majority  side,  it  stands  ten  to  nine.  In  analyzing 
these  numbers  the  two  nonengineer  members  pf  the  Commission  have 
not  been  considered. 

As  to  the  estimated  time  of  construction 

Senator  Morgan.  If  you  will  wait  just  a  moment,  I  wish  to  ask 
you  about  a  fact  that  is  in  my  mind,  and  that  it  will  only  take  a 
minute  to  speak  of.  In  both  plans  of  the  canal,  as  projected  by  the 
majority  and  by  the  minority — the  one  a  sea-level  and  the  other  a 
lock  canal — ^there  is  a  berm  left  at  the  surface  or  just  above  the  sur- 
face of  the  canal? 
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General  Davis.  Yes,  sir. 

Senator  Morgan.  In  both  instances? 

General  Davis.  Yes,  sir;  in  both  instances. 

Senator  Morgan.  Is  there  any  difference  in  the  width  of  that  berm 
in  respect  to  the  two  plans,  the  sea-level  and  the  lock  plans? 

General  Davis.  No,  sir;  no,  sir. 

Senator  Morgan.  They  have  the  same  width  of  berm  ? 

General  DA^^s.  I  think  so,  sir;  that  is  my* understanding. 

Senator  Morgan.  So  that  that  berm,  when  it  acts  as  a  means  of 
catching  whatever  may  slip  from  above,  is  the  same  in  both  cases  ? 

General  Davis.  Exactly ;  yes,  sir. 

The  majority  of  the  Commission  and  the  minority  of  the  Board 
think  that  a  sea-level  canal  will  require  from  fifteen  to  twenty  years 
and  the  lock  canal  nine  years.  The  sea-level  task  is  a  plain,  simple 
task  of  excavation  and  removal,  there  being  of  what  may  be  called 
*•  works  of  art "  an  item  of  $6,920,000  for  the  tide  lock  and  accessories, 
>Yhile  in  the  lock  project  there  is  allowed  for  similar  structures,  such 
as  locks,  sluices,  spillways,  moval  dams,  etc.,  $35,267,000. 

Senator  Morgan.  Right  there  I  think  it  is  appropriate  to  ask  a 
question  about  this  sea  gate.  Some  of  the  engineers  who  have  been 
before  us  say  that  by  digging  the  sea-level  canal  in  from  the  40-foot 
contour  in  the  Bay  of  Panama,  with  a  width  of  300  feet  (I  think  that 
is  the  way  they  projected  it),  the  sea  gate  could  be  dispensed  with. 

General  Davis.  Men  have  expressed  that  opinion ;  yes,  sir. 

Senator  Morgan.  Is  that  your  opinion  ? 

General  Davis.  I  should  hardly  be  willing  to  adopt  it,  with  the 
information  that  I  have  and,  I  think,  with  the  iniormation  that 
exists,  because  the  data  to  enable  one  to  pass  upon  that  subject  is  not 
satisfactory.  The  currents  in  a  waterway  are  governed  bj'  so  many* 
conditions  that  it  is  difficult  to  predict  what  those  currents  will 
amount  to  in  velocitj^  unless  you  have  perfectly  well-known  condi- 
tions. There  is  an  engineer  in  New  York,  who  is  chief  engineer  of 
the  city  of  Brooklyn,  who  has  written  to  every  member  of  the  Board 
and  to  a  great  many  other  people,  stating  that  in  his  opinion  this 
tide  lock  is  not  necessary  at  all.  It  is  not  at  all  necessary,  he  thinks. 
He  cites  the  opinion  of  a  Frenchman  by  the  name  of  Boussinesq,  of 
the  French  Academy,  who  some  eighteen  or  twenty  years  ago  made  a 
report  on  that  subject  for  Mr.  De  Lesseps,  and  he  expressed  th'e  opin- 
ion that  the  currents  in  the  Panama  Canal  at  the  Panama  end  would 
not  exceed  3  miles  an  hour.     I  think  that  was  the  figure. 

Senator  Morgan.  At  high  tide? 

General  Davis.  At  high  tide,  or  rather  at  the  time  of  greatest  tidal 
flow. 

Senator  Morgan.  Yes. 

General  Davis.  Because  at  high  tide  it  is  slack  water,  and  the  same 
at  dead  low  water. 

Senator  Morgan.  At  the  time  of  greatest  presvsure,  in  other  words? 

General  Davis.  Yes.  sir.  Now,  a  member  of  the  Board,  wishing  to 
get  light  on  the  subject,  consulted  a  college  professor  who  was  thought 
to  be  a  very  competent  hydraulician,  and  gave  him  the  facts  concern- 
ing the  Panama  Canal — told  him  how  wide  it  was  proposed  to  make 
the  canal  prism,  what  distance  it  was  across,  and  how  much  the 
tidal  oscillations  were — and  asked  him  to  compute  the  current  that 
p  c— VOL  3—06 16 
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would  be  derivable  from  this  range  of  tide,  and  where  that  current 
would  have  greatest  velocity.  This  professor  made  a  calculation  and 
submitted  it,  and  demonstrated  to  his  own  satisfaction  that  there 
would  be  a  current  of — I  have  forgotten  now ;  I  think  it  was  9  miles 
an  hour — and  that  the  greatest  velocity  of  that  current  would  be  at 
Colon,  50  miles  from  Panama,  at  the  point  where  the  Panama  Canal 
entered  the  Atlantic  Ocean.  The  whole  thing  was  so  absurd  that  even 
the  gentleman  who  had  invited  the  opinion  rejected  it  as  useless. 
And  so  it  is  a  subject  beset  with  a  good  many  difficulties. 

In  the  Manchester  Canal  there  is  a  somewhat  analogous  case.  The 
Manchester  Canal  enters  the  Mersey  just  above  Birkenhead,  just 
above  Liverpool.  Liverpool  has  a  maximum  tide  of  22  or  23  feet, 
and  the  tidal  oscillation  at  the  point  where  the  Manchester  Canal 
takes  out  of  the  Mersey  is  quite  20  feet — that  is,  quite  as  much  as  it 
is  at  Panama  for  the  Panama  Canal.  Mr.  Hunter,  who  was  a  member 
of  this  Board,  and  who  is  in  charge  of  the  Manchester  Canal,  and. 
indeed,  who  was  in  charge  during  its  whole  time  of  construction,  said 
that  he  was  satisfied  from  his  observation  of  the  current  at  Man- 
chester that  a  tidal  lock  would  be  necessary  a  part  of  the  time  at 
Panama  with  a  canal  of  the  prism  which  we  proposed. 

It  goes  without  saying  that  if  that  prism  be  made  wide  enough  we 
could  encounter  that  current  without  any  difficulty.  That  has  been 
pointed  out  by  good  engineers.  For  example,  the  Harlem  River, 
which  joins  the  Hudson  and  the  East  rivers,  is  a  tidal  estuary  through 
which  our  own  Government  has  done  a  great  deal  of  work  in  straight- 
ening the  channel  and  in  constructing  a  canal  for  navigation  between 
the  Hudson  and  the  East  River  without  going  around  the  Battery. 
The  tide  there  has  8  or  9  or  10  feet  oscillation,  and  boats  pass  and 
repass  without  any  trouble  through  the  Harlem  River. 

That  is  about  all  that  I  can  say  to  vou  on  the  subject,  except  to  call 
your  attention  to  Suez,  which  is  an  object  lesson  in  many  ways.  The 
tidal  oscillations  in  the  Red  Sea  amount  to  about  7  feet  or  8  feet,  as  a 
maximum.  There  is  occasionally  about  8  feet  of  tidal  oscillation  twice 
a  day.  That  tide  is  felt  as  far  as  Tossoum,  12  miles  from  Suez ;  there 
it  disappears.  It  practically  is  felt  up  to  the  opening  of  what  is  called 
the  Little  Bitter  Lake,  and  there  it  disappears.  Now,  that  current 
is  variable  through  this  portion  of  the  canal,  and  at  times  of  extreme 
tidal  Oscillation  it  reaches  3  miles  an  hour  at  the  point  of  exit, 
and  varies  from  that  all  the  way  up.  But  Mr.  Quellennec  says  that 
that  furnishes  no  obstacle  to  navigation;  that  vessels  pass  and  repass 
in  both  directions,  only  they  observe  this  rule — that  when  a  ship  is 
going  with  the  current  she  is  never  stopped;  it  is  the  vessels  that  are 
going  against  the  current  that  are  tied  up  to  allow  the  others  to  pass. 
But  it  Tiirnishes  no  impediment. 

Senator  Morgan.  Is  it  therefore  possible,  in  your  opinion,  by 
widening  the  prism  of  the  canal  sufficiently,  say  to  400  feet,  out  to 
the  Bay  of  Panama,  from  Pedro  Miguel  or  Miraflores,  to  dispense 
with  the  tidal  gate? 

General  Davis.  I  think  it  is  decidedly  probable.  That  is  as  much 
as  I  would  dare  to  say — that  it  is  decidedly  probable  that  it  would 
be  so. 

Senator  Morgan.  Or,  if  a  basin  were  formed  at  the  foot  of  the  hill 
there,  at  Miraflores  or  in  that  vicinity,  say  twice,  three,  or  four  times 
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the  width  of  the  canal  on  its  surface,  it  would  probably  impede  the 
flow  of  water  from  the  bay  when  it  is  filled  up,  just  as  the  Bitter 
Lake  does? 

General  Davis.  No,  no ;  the  tidal  flow  will  be  less  the  less  the  area 
into  which  the  tide  piles  up — that  is,  if  you  have  a  big  lake  here  con- 
nected by  a  tidal  lock  with  the  sea,  and  that  had  to  be  filled  and 
emptied  twice  everv  tide — ^suppose  that  was  the  case — the  amount 
of  water  that  would  pass  through  this  tidal  lock  would  be  enor- 
mously greater  than  it  would  be  if  it  only  had  the  canal  prism  to 
fill  up.  If  the  storage  for  water  was  limited  to  the  canal  prism,  it 
would  soon  be  filled,  and  then  there  would  be  nowhere  for  the  water 
to  go.  But  if  you 'had  a  big  lake  here  you  would  have  to  fill  that 
lake  and  empty  it  twice  a  day,  and  all  the  water  would  have  to  pass 
in  or  pass  out  through  that  tidal  lock,  and  it  would  take  a  terriffic 
current. 

The  smaller  the  area  of  the  prism  which  has  to  be  filled  by  water 
and  the  wider  the  opening  through  which  it  may  be  filled  the  smaller 
will  be  the  current  to  be  encountered  in  navigation. 

Senator  Morgan.  The  difficulty  I  am  trying  to  overcome  in  my 
mind,  General,  is  just  this:  That  a  tidal  gate  there  is  subjected  not 
only  to  the  ordinary  pressure  of  the  ocean,  coming  in  at  20  or  21  feet 
of  high  tide  twice  a  day,  but  also  to  the  effect  of  the  increase  of  the 
inflow  of  the  water  from  the  Bay  of  Panama  by  storms  that  occur 
there,  sometimes  of  immense  rapidity  of  movement. 

General  Davis.  I  was  there  a  year.  Senator,  and  I  never  saw  a  wind 
that  amounted  to  more  than  a  pleasant  breeze. 

Senator  Morgan.  But  there  have  been  storms  there. 

General  Davis.  I  never  have  heard  of  one.  I  have  never  heard  of  a 
gale  in  Panama  Bay. 

Senator 'Morgan.  I  can  get  you  the  record  of  it. 

General  Davis.  Have  you  that? 

Senator  Morgan.  Yes. 

General  Davis.  I  have  not  seen  it. 

Senator  Morgan.  They  are  very  terrible  when  they  come,  and  they 
occur  perhaps  three  times  in  a  century. 

General  Davis.  Well,  I  have  not  happened  to  observe  the  record. 

Senator  Morgan.  I  simply  had  those  things  in  my  mind,  and  I  was 
trying  to  find  out  about  them. 

Senator  Dryden.  General,  I  was  going,  before  you  concluded  your 
testimony,  to  ask  you  a  question  upon  this  very  same  point  that  Sen- 
ator Morgan  has  brought  out ;  and  I  think  it  is  apropos  now  to  say 
that  I  have  a  letter  from  a  very  distinguished  hydraulic  engineer  of 
my  State,  Mr.  Clement  Herschel.     Do  you  know  Mr.  Herschel  ? 

General  Davis.  He  is  the  gentleman  to  whom  I  referred  when  T 
^poke  of  having  had  correspondence. 

Senator  Dryden.  Mr.  Herschel  has,  in  a  way,  been  interested  in 
this  project  ever  since  Mr.  Burlingame  returned  from  China  as  min- 
ister from  China  to  the  United  States  and  Europe.  The  Chinese 
were  interested  in  having  this  canal  put  through. 

Senator  Morgan.  Away  back  in  the  sixties. 

Senator  Dryden.  Yes;  about  1860  or  1867,  Mr.  Herschel  writes  me. 
And  Mr.  Burlingame  then  consulted  Mr.  Herschel  about  this  project, 
and  he  has  kept  up  his  interest  in  a  way  ever  since.     He  sent  me  the 
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proof  of  an  article  which  will  soon  appear,  if  it  is  not  now  in  print, 
in  one  of  the  engineering  journals.  Mr.  Herschel  believes  that  this 
sea-level  canal,  as  designed  and  recommended  in  the  majoritv  report, 
can  be  built  without  a  lock.  lie  states  here  as  a  matter  or  interest 
that  the  construction  of  the  Coiinth  Canal  was  prevented  for  two 
thousand  five  hundred  years  after  it  was  first  projected,  because  the 
engineers  did  not  believe  that  it  was  safe  to  build  a  sea-level  canal 
without  locks.  Then  he  refers  in  his  article  to  the  little  canal  at  Tas- 
mania, and  also  speaks  of  the  Suez  Canal — that  it  was  thought  that 
it  must  be  protected  in  the  same  way.    That  is  true,  I  believe! 

General  Davis.  Oh,  yes ;  those  are  all  facts. 

Senator  Dryden.  I  would  like  to  quote,  in  order  to  have  it  go  into 
the  record,  an  extract  from  Mr.  Herschel's  article,  because  I  think  it 
is  interesting  and  illuminating  on  this  subject.  Of  course  you  will 
understand  that  this  is  taken  out  of  the  body  of  his  article. 

"  We  have  only  these  data :  A  slope  of  water  surface  on  the  Suez 
Canal  2^  inches  to  the  mile  produced  a  maximum  velocity  of  2.67  feet 
per  second  (1.6  knots) ;  and  it  will  not  require  profound  hydraulic 
computations  to  show  that  in  a  Panama  canal  which  will  have  a 
maximum  slope  of  water  surface  of  3  inches  per  mile  on  44  or  45  miles 
of  sea-level  canal  the  engendered  velocities  will  not  be  inordinatelj 
great.  Again,  the  precise  computations  were  long  ago  made  by 
Boussinesq  " — that  is  the  en^neer  your  referred  to? 

General  Davis.  Yes;  that  is  the  one  I  mentioned. 

Senator  Dryden  (continuing  reading)  :  "And  other  masters  of  the 
science  of  hydraulics,  and  may  be  found  in  the  records  of  the  meet- 
ings of  the  French  Academy  of  1887,  volume  104,  page  1484,  for  the 
cross  section  of  canal  then  proposed,  and  will  not  inordinately  vary 
from  those  for  the  cross  sections  now  proposed." 

"  The  situation  as  found  by  Boussinesq  and  his  fellow-members  of 
the  committee  would  be  exactly  similar  to  the  one  above  described  as 
existing  in  the  Suez  Canal — a  long  water  surface,  this  time  45  miles 
long — hinged,  as  it  were,  at  one  end  and  the  other  end  oscillating 
some  10  feet  above  and  below  the  fixed  mean  level  of  the  sea,  making 
alternately  a  slope  of  water  surface  and  of  currents  to  the  north  and 
to  the  south  about  3  inches  to  the  mile  of  maximum  slope,  and  maxi- 
mum currents  of  about  4  feet  per  second  (two  and  a  half  knots). 
On  rare  occasions  during  the  year,  brought  about  by  strong  gales, 
this  mav  be  exceeded,  and  there  is  room  for  the  excess  without 
materially  obstructing  navigation.  Vessels  do  navigate  channels 
having  a  5-knot,  6-knot,  and  higher  velocity  currents  up  to  10  and 
12  knots  in  narrow  channels  on  river  rapids." 

That  is  an  important  fact. 
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"  But  it  is  not  the  purpose  of  this  article  to  discuss  the  debatable 
questions;  and  the  precise  limit  of  speed  at  which  currents  become 
of  material  hindrance  to  navigation  is  such  a  question."  etc. 

Now,  Mr.  Herchel  states  in  his  article,  as  I  read  it  here,  that  there 
has  never  been  any  exact  calculation  or  measurement  taken  to  ascer- 
tain the  velocity  of  the  inrush  of  the  sea  at  diflPerent  periods.  That 
is  correct,  is  it  not,  General  ? 

General  Davis.  That  is  true.  This  Board  wished  very  much  to 
make  such  a  study;  but  the  study  would  have  involved  a  good  deal 
of  time,  and  it  was  conceived  that  the  Board  would  have  finished 
its  work  in  three  months  from  the  time  it  was  created.  It  could  not 
take  up  that  subject  of  discussion,  purely  scientific  studj\  and  solve 
it  or  even  arrive  at  any  conclusion  on  it  in  the  time  that  was  available 
for  its  purposes.  I  think  it  is  a  subject  that  the  present  Isthmian 
Canal  Commission  or  the  chief  engineer  ought  by  all  means  to  study 
with  the  greatest  care;  and  there  should  be  no  pains  spared  to  get 
every  fact  bearing  on  that  question  of  the  currents  at  Panama  that 
is  possible.  We  do  know  that  in  the  case  of  the  present  canal 
entrance,  which  sweeps  in  here  [indicating],  and  at  the  La  Boca 
wharf,  there  is  an  excavated  channel  reaching  clear  out  here  [indicat- 
ing], and  ships  have  no  trouble  in  coming  to  that  wharf  at  any  time 
of  the  tide,  and  there  is  a  current  going  in  and  out  there  all  the 
while.  Even  if  that  wharf  had  been  put  away  down  here  somewhere 
near  Miraflores,  and  the  channel  were  made  of  the  same  dimensions, 
I  do  not  see  any  reason  why  ships  should  not  have  gone  up  there  to 
load  and  discharge  if  it  were  desired.  There  are  ever  so  many  facts 
that  tend  toward  the  conclusion  that  Mr.  Herschel  has  reached. 

Senator  Dryden.  If  a  sea-level  canal  should  be  built,  whether  it 
can  be  built  with  or  without  locks  is  certainly  a  very  important 
question. 

General  Davis.  Yes,  sir;  a  very  important  one. 

Senator  Dryden.  Ajid  I  think  that  this  contribution  from  the  pen 
of  an  eminent  hydraulic  engineer  ought  to  go  into  our  records  and  be 
before  us. 

General  Davis.  I  am  very  glad  it  will. 

Senator  Morgan.  Allow  me  to  ask  this  question:  If  a  sea-level 
canal  were  dredged  out  from,  say,  Pedro  Miffuel  into  the  bay,  could 
the  question  as  to  the  necessity  for  a  tidal  lock  or  gate  be  determined 
after  the  dredging  of  that  channel  ? 

General  Davis.  Oh,  yes. 

Senator  Morgan.  As  well  as  before  ? 

General  Davis.  Yes,  I  think  so;  because  before  you  had  the  Cule- 
bra  cut  dug  out  you  would  have  ample  time  to  build  the  lock. 

Senator  Morgan.  That  is  it.  So  that  is  a  question  that  for  its 
final  determination  can  be  postponed  even  until  after  the  dredging 
out  of  the  canal  from  Pedro  Miguel  into  the  bay  ? 

General  Davis.  Yes,  sir;  I  thmk  it  unquestionably  can. 

Now,  I  want  to  say  on  behalf  of  the  majority — and  perhaps  I 
might  presume  to  speak  on  behalf  of  the  whole  Board,  but  I  will  not 
attempt  to  represent  anybody  but  myself  in  this  matter — that  the 
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experience  of  Mr.  Hunter  at  Manchester  was  what,  I  think,  had 
more  influence  upon  the  Board  than  any  other  one  thing.  Quel- 
lenec's  observations  about  Suez  all  tended  toward  the  elimination  of 
the  idea  of  the  necessity  for  that  tidal  lock.  But  when  Hunter, 
speaking  for  a  place  where  they  had  just  such  a  tidal  oscillation  and 
where  they  had  a  canal  into  which  ships  had  to  go  and  come,  reached 
the  conclusion  that  those  currents  might  reach  5  miles  an  hour  at 
extreme  high  water  and  low  water — or  at  the  time  when  the  current 
was  running  at  its  extreme  velocity,  I  should  say — ^the  Board  did  not 
wish  to  go  against  such  an  opinion,  and  therefore  they  have  included 
this  provision  and  $6,000,000  for  Duilding  a  tide  lock  which  enters 
into  that  estimate.  If  it  is  not  necessary,  so  much  the  better,  but 
there  is  $6,000,000  there  for  a  tide  lock. 

I  was  speaking  about  "works  of  art"  that  were  involved  in  the 
two  plans  and  as  affecting  the  time  of  completion  of  the  canal. 

The  sea-level  estimate  carries  $6,000,000  for  the  Cramboa  dam  and 
a  part  (say  two-fifths)  of  the  amount  allowed  for  diversion  dams, 
regulations  of  contributory  streams,  diversion  channels,  and  embank- 
ments. This  part  of  the  $3,600,000  set  aside  for  these  objects  is 
$1,400,000,  mating  a  total  for  sea-level  dams,  including  Gamboa,  of 
$7,400,000,  while  the  minority  allows  $9,551,000  for  fixed  dams,  .em- 
bankments, etc. 

If  the  Gamboa  dam  should  be  built  wholly  of  concrete  masonry, 
and  if  its  cost  should  be  added  to  the  previous  total  for  sea-level 
works  of  art,  the  aggregate  for  all  such  will  reach  $12,920,000,  as 
against  $35,209,000,  or  nearly  three  times  more,  and  the  figures  for 
dams  required  for  the  two  types  will  be  as  follows :  For  the  sea-level 
canal,  minus  the  Gamboa  dam,  $1,400,000;  for  the  lock  canal,  $9,551,- 
000 — the  latter  sum  nearly  seven  times  as  great  as  the  former. 

The  total  concrete  required  in  the  Gatun  locks  is  said  to  be  1,300,- 
000  cubic  yards,  a  much  larger  quantity  than  has  ever  been  placed 
in  so  limited  an  area ;  while  the  total  mass  of  concrete  masonry  for 
all  locks  and  regulating  works  may  reach  quite  3,500,000  cubic  yards. 

The  minority  estimate  the  time  required  for  the  Gatun  lock  exca- 
vation at  four  years.  There  is  about  4,000,000  yards  to  come  out  of 
that  lock  pit.  They  estimate  the  placement  of  the  masonry  at  two 
and  a  quarter  years  and  the  installation  of  the  gates  at  one  and  a 
quarter  years,  making  a  total  of  seven  and  a  half  years  at  most; 
while  it  is  claimed  that  the  Culebra  excavation  for  the  85-foot  level 
canal  will  take  eight  and  a  half  years. 

Considering  the  vast  quantities  of  imported  cement,  lumber,  iron, 
steel,  and  machinery  required  in  lock  construction;  the  fact  that  no 
sand  suitable  for  concrete  is  known  to  exist  on  the  Isthmus  save  on 
the  sea  beach  at  Panama — and  it  will  take  1,500,000  yards  of  sand  to 
be  hauled  for  all  those  locks;  that  the  Isthmus  is  from  four  to  seven 
days'  steaming  distance  from  the  nearest  home  port ;  that  the  rains 
will  prevent  outdoor  work  for  about  one-third  of  what  we  are  accus- 
tomed to  regard  as  working* days;  and,  finally,  that  the  Isthmus  fur- 
nishes no  skilled  labor  whatever,  then  the  type  of  canal  which  will 
present  fewest  difficulties  will  be  the  one 'which  calls  for  fewest 
mechanical  constructions  and  least  skilled  artisans. 

Eminent  engineers  have  expressed  the  opinion  that  the  feature  of 
the  lock  canal  that  will  take  longest  is  the  ouilding  of  the  locks,  and 
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that  the  assignment  of  ten  years  to  complete  realization  of  the  entire 
work  is  an  irreducible  minimum. 

With  the  sea -level  plan  it  is  a  matter  of  excavation  and  transpor- 
tation than  which  there  is  no  kind  of  construction  work  more  sim- 
ple; a  kind  of  work  for  the  doing  of  which  improvements  in  tools, 
means  and  methods  of  transportation,  and  disposal  may  be  more 
confidently  expected  than  in  carrying  on  the  more  advanced  mechan- 
ical operations  involved  in  building  locks,  lock  gates,  and  movable 
dams. 

The  greatest  practicable  speed  of  construction  obtainable  is  .decid- 
edly in  favor  of  the  simple  work  or  digging  a  ditch  joining  the  oceans 
at  one  level  over  that  of  forming  an  elevated  channel  85  feet  abo^'e  the 
oceans  in  six  steps. 

In  the  building  of  the.Suez  Canal,  toward  the  close,  they  made  an 
average  output  of  2,000,000  yards  a  month  at  Suez;  and  that,  you 
knowp  was  thirty-seven  or  tnirty-eight  years  ago,  with  tools  and 
machines  that  were  antiquated — ^wonderfully  antiquated  compared 
with  what  we  have  now. 

You  have  all  read  about  the  drainage  of  the  City  of  Mexico,  or  the 
valley  of  Mexico;  and  you  probably  remember  to  have  seen,  if  you 
went  down  the  Mexican  Central  to  the  city,  that  vou  pass  through 
a  huge  chasm  that  was  excavated  by  the  Spaniards  hundreds  of  years 
ago.  It  is  called  the  Nochistonga  drainage  channel.  It  was  com- 
menced the  same  year  that  the  first  white  man  landed  at  James- 
town— ^the  very  same  year,  1607;  and  it  was  carried  to  completion. 
The  work  was  done  by  Indians,  carrying  out  the  earth  in  baskets,  on 
their  heads  and  on  their  backs;  and  they  took  out  54,000,000  cubic 
yards  of  dirt  out  of  that  cut,  12  miles  long  and  over  200  feet  deep. 
That  was  finished  150  years  ago.  It  was  not  adequate,  and  since  then 
they  have  gone  and  bored  a  tunnel  through  the  mountain,  and  now 
they  have  a  better  system. 

The  maximum  output  on  the  Manchester  Canal  during  its  construc- 
tion, in  yards,  was  about  10,000,000  a  month.  The  plant  was  limited, 
and  Mr.  Hunter  said  that  with  a  larger  plant  they  could  have  gone  up 
to  13,000,000  easily,  so  far  as  finding  a  place  for  them  all  to  work  was 
concerned. 

There  is  a  mine  in  Peru  called  Cerro  de  Pasco  that  was  opened  up 
by  the  Spaniards  hundreds  of  years  ago.  It  is  a  silver  mine.  The 
ore  has  been  taken  out  entirely  by  the  natives,  without  machinery,  car- 
ried up  ladders  on  their  backs  and  on  their  heads.  That  pit  at 
Cerro  de  Pasco  is  600  feet  deep,  3  miles  long,  and  half  a  mile  wide; 
and  that  has  been  done  by  human  muscle  entirely.  Culebra  is  not  a 
circumstance  to  it.  Of  course  we  do  not  think  oi  any  such  processes 
at  Culebra.  We  propose  to  make  steam  and  water  power  do  that 
work  instead  of  the  hands  of  men,  but  it  is  not  such  a  colossal  under- 
taking. There  is  110,000,000  yards  to  come  out.  The  lock  people 
are  going  to  take  out  53,000,000,  they  say.  A  little  more  than  half 
will  remain. 

Senator  Morgan.  That  amount  of  53,000,000  is  down  to  85  feet? 

General  Davis.  In  their  85-foot  elevation  they  take  out  53,000,000 
yards  at  Culebra.    We  take  out  110,000,000  yards  at  Culebra. 

Senator  Taliaferro.  AVhat  did  you  say  they  took  out  at  the  lock 
foundations? 
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General  Davis.  Something  less  than  4,000,000  at  the  Gatun  lock. 
[After  examining  papers.]     It  is  3,660,000  yards. 

As  to  the  Corinth  Canal,  which  is  only  2  miles  or  2|  miles  long — 
Mr.  Quellenec,  the  present  chief  engineer  of  the  Suez  Canal,  who  was 
a  member  of  this  Board,  was  the  consulting  engineer  at  the  time  the 
Corinth  Canal  was  made.  In  that  little,  narrow,  contracted  space 
of  only  2  miles  they  took  out  2,500,000  cubic  yards  a  year.  And  so 
these  examples  are  Jound  for  the  doing  of  something  in  reducing  that 
Culebra  Hill,  which  is  now  165  feet  high  at  the  highest  point.  That 
is  this  elevation  [indicating  on  map]. 

Senator  Morgan.  You  speak  about  taking  out  how  many  millions 
at  the  Gatun  dam? 

General  Davis.  It  is  3,660,000  cubic  yards  in  the  lock  pit.  Oh,  the 
Gatun  dam  ? 

Senator  Morgan.  Yes. 

General  Davis.  Not  the  dam.  I  mean  the  Gatun  lock  pit.  If  1 
said  the  dam,  I  did  not  mean  it.     Xo ;  I  mean  the  lock  pit  at  Gatun. 

Senator  Morgan.  There  is  something  to  be  taken  out,  though,  on 
the  site  of  the  Gatun  dam  ? 

General  Davis.  Oh,  yes;  they  have  to  strip  the  site  of  the  dam,  and 
(hen  they  have  to  cut  out  the  place  for  the  diversion  channel  and  the 
sluiceway  to  go  through  that  hill. 

Senator  Morgan.  I  understand.  Now,  is  there  any  estimate  in  the 
report  of  the  minority  for  the  amount  of  material  that  has  to  be  taken 
out,  not  including  that  through  the  hill  ? 

General  Davis.  I  think  it  is  not  stated  in  yards,  but  I  think  it  is 
stated  in  money.  I  think  they  estimate  a  certain  sum  of  money  for 
stripping  the  surface  where  the  dam  is  to  be  placed. 

Senator  Morgan.  So  there  is  an  estimate? 

General  Davis.  In  money;  yes.  I  do  not  think  it  is  stated  in 
yards. 

Senator  Morgan.  That  is  all  I  wanted  to  know. 

General  Davis.  I  think  it  is  all  covered. 

(The  committee  thereupon  took  a  recess  until  2.30  o'clock  p.  m.) 

AFTERNOON   SESSION. 

The  committee  met,  pursuant  to  the  taking  of  recess,  at  2.30  p.  m. 

STATEMENT  OF   MAJ.  OEN.  OEOEOE  W.  DAVIS.  U.  S.  AEMY 
(RETIEED)— Continued. 

General  Davis.  The  next  point  brought  out  by  the  Secretary's 
letter  is :  The  cost  of  operation  and  maintenance,  disregardine:  capital 
invested,  is  in  favor  of  the  sea-level  canal,  but  is  against  it  if  the  inter- 
est on  the  larger  investment  is  allowed  for. 

My  comment  upon  that  is  this :  The  minority,  by  a  French  method 
of  computation,  estimate  the  cost  of  maintenance  and  operating  their 
six  locks  and  sluices,  representing  170  feet  of  lockage,  at  $758,000,  and 
the  cost  by  the  same  method  of  computation  of  maintaining  and  oper- 
ating the  tide  lock  and  sluice  at  about  $159,000,  the  total  loo^age  being 
less  than  21  feet,  or  less  than  one-eighth  that  of  the  multilock  system. 
Assuming  that  the  figure  assigned  for  the  tide  lock  is  fair  and  that  the 
cost  for  lock  operation  and  maintenance  would  be  directly  as  the  lock- 
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age,  then  the  cost  of  managinff  and  maintaining  the  six  locks  should 
be  $1,382,000,  or  if  cost  should  be  assumed  to  be  in  proportion  to  the 
number  of  locks,  the  figure  for  the  six  locks  would  be  about  $951,000. 

The  experience  gained  in  the  operation  of  the  Suez  Canal  gives 
us  some  basis  for  inferring  what  may  be  the  cost  of  some  of  the  fea- 
tures of  a  sea-level  canal  at  Panama.  Suez  is  104.8  miles  long; 
Panama  will  be  49.35  miles  long.  The  harbor  at  Port  Said  requires 
dredging  well  on  toward  a  million  cubic  yards  yearly.  That  is  stated 
in  their  reports  in  many  places.  The  harbor  of  Suez  on  the  Red  Sea 
requires  no  dredffing  to  speak  of.  On  the  Mediterranean  there  is  a 
littoral  current  that  sweeps  from  the  west  to  the  east  and  that  brings 
the  sand  along  the  shore,  and  so  they  built  out  a  jetty,  which  is  nearly 
2  miles  long.  At  first  it  stopped  all  the  sand,  but  by  and  by  the  sand 
filled  in  between  the  jetty  and  the  shore  and  they  kept  building  out  the 
jetty  until  they  have  it  out  now  about  as  far  as  they  think  it  prudent 
to  go,  and  they  have  said  that  they  can  maintain  the  channel  hereafter 
by  dredging  rather  than  extending  the  jetty  farther.  It  takes  about  a 
million  yards  of  dredging  to  keep  that  channel  open. 

Senator  Morgan.  That  much  a  year  ? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  What  do  they  do  with  the  dredged  material? 

Greneral  Davis.  Take  it  out  to  sea  and  drown  it.  If  the  Board  plan 
for  Colon  entrance  (majority  and  minority)  is  carried  out,  there  will 
be  very  little  dredging  required  to  maintain  the  same.  If  the  pro- 
posed jetty  between  the  mainland  and  islands  and  outer  harbor  of 
Panama  is  built  there  will  be  no  littoral  drift  and  very  little  dredging 
at  the  Pacific  terminus.  Therefore  Panama  should  be  spared  much 
expense  of  dredging  harbors. 

The  total  annual  dredging  at  Suez  for  the  last  three  years  has  been 
3,414.000  cubic  yards  in  maintaining  the  channel,  and  almost  1,000,000 
of  this  was  from  Port  Said  entrance.  That  is  from  their  oflScial  re- 
jjorts.  The  remainder,  say,  two  and  a  half  million  cubic  yards,  was 
almost  all  blown  into  the  canal  bv  the  desert  winds.  This  is  illus-. 
trated  by  this  map.  This  is  Lake  Menzaleh.  That  lake  formerly  ex- 
tended quite  a  little  distance  along  here  [indicating  on  map].  There 
are  little  hills  sticking  up  all  through  it.  In  bibfical  times,  accord- 
ing to  the  theory  of  those  who  have  studied  historical  matters,  this 
country  was  densely  populated,  and  along  here  was  the  site  of  the 
citv  of  Pelusium. 

Senator  Morgan.  The  land  of  Goshen  ? 

General  Davis.  That  is  what  it  was;  but  now  that  is  a  salt  lake, 
and  when  this  canal  was  built  that  side  was  the  same  as  this  side 
[indicating  on  map].  But  prevailing  winds  from  the  east  have  filled 
m  until  one  side  here  [indicating  on  map]  is  dry  land  and  the  other 
side  is  a  salt  lake.  When  the  canal  was  made  they  were  the  same. 
Panama  will  escape  any  such  obstruction,  but  whatever  silt  comes  into 
the  channel  must  be  removed.  All  Chagres  water  that  comes  to  the 
canal  from  Lake  Gamboa  will  be  clean  and  limpid;  no  water  from 
the  Gatun,  Trinidad,  Cano  Quebrado,  Gigante,  and  Gigantito  will 
ever  reach  the  canal.  Those  waters  will  be  diverted.  Here  are  those 
streams  on  the  map. 

(General  Davis  pointed  out  upon  the  map  the  streams  referred  to.) 

Senator  Morgan.  They  are  retained  by  dams  that  form  lakes  or 

General  Davis.  These  three  are  retained  by  dams  [indicating  on 
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map].  The  Trinidad  does  not  come  out  into  the  canal  at  all;  it  dis- 
charges here  [indicating] ;  it  passes  through  the  old  Chagres  Valley 
and  goes  through  that  diversion,  which  diversion  is  supposed  to  be 
crossed  by  the  Gatun  dam  here  [indicating],  and  so  goes  out  to  the 
sea  here  [indicating  on  map].  The  Gatuncillo  comes  in  here  and 
takes  the  old  French  diversion  channel,  from  which  they  excavated 
2,500,000  cubic  yards,  and  finds  the  sea  here  in  Manzanilla  Bay. 
That  channel  is  open  except  in  two  short  spaces ;  one  is  at  Mindi  and 
the  other  is  opposite  Monkey  Hill.    Those  two  obstructions  remain. 

?erhaps  a  half  mile  long  in  the  aggregate,  and  have  to  be  taken  out. 
'hen  there  will  be  a  channel  open  from  Gatun  all  the  way  to  Man- 
zanilla Bay  15  feet  deep  and  110  feet  wide.  Of  course  there  is  some 
dredging  to  be  done. 

Senator  Morgan.  That  channel  is  already  dug? 

General  Davis.  Except  those  two  bulkheads. 

Senator  Morgan.  And  paid  for? 

General  Davis.  And  paid  for.  The  remaining  streams,  some  22 
in  number,  may  possibly,  a  day  or  two  at  a  time,  at  intervals  of  many 
years  discharge  over  weirs  from  settling  basins  29,000  second-feet  of 
water.  For  three  hundred  days  in  the  year  those  are  mere  brooks  or 
are  dry  altogether  and  carry  no  considerable  quantity  of  silt,  for  their 
beds  are  generally  rocky  and  drain  a  densely  vegetated  terrane.  It  is 
impossible  to  conceive  that  the  silt  from  all  these  little  mountain 
brooks  could  exceed  a  half  million  yards  annuallv.  In  other  words, 
the  annual  expense  for  maintaining  the  channel  clepth  as  affected  by 
silt  from  these  little  streams  would  not  exceed  $160,000  a  year. 

Bearing  upon  that  point  I  would  like  to  mention  what  is  a  fact — 
that  the  Manchester  Snip  Can^l,  which  is  36  miles  long  and  parallels 
the  river  Mersey  throughout  its  whole  extent  and  impinges  upon  the 
river  near  Manchester,  receives  directly  into  its  own  prism  a  river 
called  the  Weaver,  which  drains  the  county  of  Cheshire  to  the  south 
of  Liverpool  and  Birkenhead.  That  one  stream  alone,  which  is  as 
muddy  a  stream  ^s  I  ever  saw,  full  of  silt,  discharges  in  flood  into  the 
Manchester  Canal  36.000  second-feet;  it  does  it,  it  is  doing  it  every 
3  ear,  and  that  water  is  taken  in,  and  of  course  spilled  out  again  over 
a  weir  into  the  Mersey.  The  river  Mersey  carries  58,000  second-feet. 
Those  are  facts  that  engineers  have  had  to  deal  with  and  have  solved. 
They  are  as  well  known  as  any  facts  in  engineering.  That  river 
Weaver  alone  is  a  very  large  stream  in  time  of  flood,  and  very  muddy 
indeed.  When  I  saw  it  it  looked  to  me  as  I  have  often  seen  the 
upper  Missouri  or  the  Rio  Grande  in  Texas;  it  looked  very  much  the 
same. 

The  entire  expense  of  maintenance  of  the  Suez,  including  the 
dredging  referred  to,  reaches  $682,000  a  year  for  104  miles  of  canal, 
which  is  at  the  rate  of  $6,560  per  mile.  Let  it  be  assumed  that  an 
equal  amount  of  work  at  Panama  will  cost  $10,000  a  mile,  and  we 
have  for  the  Panama  Canal,  say,  $500,000  per  year  for  maintenance, 
independent  of  the  tide  locks,  only  partially  used,  and  sluices.  For 
this  purpose  $100,000  a  year  shoula  suffice,  or  $600,000  a  year  for 
maintenance  of  channel  depths  and  water-regulation  lock  and  sluice. 
But  it  is  not  claimed  that  for  a  few  years  after  the  canal  is  opened 
to  traffic  the  dredging  will  be  so  little  as  above  stated,  for  the  waves 
made  by  the  steamers  will  at  first  to  some  extent  scour  and  erode  the 
banks  and  margins.    This,  however,  will  be  a  constantly  reducing 
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item.  The  banks  can  be  revetted  by  being  pitched,  as  engineers  use 
the  phrase,  with  rock  laid  loosely — not  as  solid  masonry — as  the  Suez 
Canal  has  been  throughout,  perhaps,  three-quarters  of  its  length. 
They  speak  of  it  as  pitdiing  the  banks,  so  that  the  waves  made  by  the 
passing  steamers,  instead  of  striking  back  into  that  sand  and  carrying 
out  a  lot  and  spilling  it  out  into  3ie  canal  again,  will  expend  their 
force  against  this  rock  revetment,  which  is  made  out  of  common  loose 
rock. 

Senator  Morgan.  A  good  deal  of  the  rock  is  manufactured  on  the 
ground,  is  it  not? 

General  Davis.  No  ;  at  Suez  they  have  plenty  of  rock. 

Senator  Morgan.  They  have  plenty  of  rock  ? 

General  Davis.  Yes ;  there  are  plenty  of  specimens  here  in  the  city. 
Mr,  Quellennec  had  a  lot  sent  here.  Jf early  all  the  rock  is  near  the 
Red  Sea  south  of  Ismailia ;  it  is  quite  hard,  quite  dense  sandstone. 

For  the  first  ten  years  after  the  canal  is  put  into  commission  the 
expense  for  transit  should  not  exceed  $500,000  annually.  The  Com- 
mission and  the  minority  say  that  the  maintenance  of  turn-out  places 
would  be  a  considerable  expense,  but  no  definite  figure  is  assigned. 
There  are  23  turn-out  places  or  sidings  at  Suez,  10  of  them  being 
equipped  with  telegraph  as  signal  stations.  The  cost  of  all  is  found 
to  be  about  $60,000  annually.  Allowing  for  seven  such  stations  at 
Panama,  as  suggested  by  the  minority,  and  for  higher  unit  charts 
than  at  Suez,  these  turn-outs,  about  which  so  much  has  been  said, 
might  cost  $15,00p  a  year. 

There  is  a  further  expense  at  Suez  for  buildings  and  their  repair, 
wharves,  storehousesj  quarters  for  employees,  telcOTaph  and  light 
keepers'  residences,  light-houses,  and  waterworks.  This  is  a  matter 
of  considerable  importance,  as  the  expenses  for  water  supply  alone 
reaches  $170,000  annually  on  an  average.  The  cities  of  Port  Said, 
Ismailia,  and  Suez  have  to  be  supplied  with  water  brought  from 
the  Nile,  and  it  must  be  pumped  to  requisite  elevations,  permitting 
a  head  adequate  for  distribution.  At  Panama  there  is  a  surplus 
of  water,  and  the  cost  of  supplying  the  operating  staff  and  steam- 
ers will  be  very  small,  for  it  will  oe  a  gravity  supply.  The  total 
expense  at  Suez  for  buildings  of  all  kinds  and  water  supply 
reaches  $470,000  a  year.  At  Panama  it  should  not  exceed  $250,000, 
for  at  the  time  the  canal  is  opened  to  trafiic  there  will  be  many  times 
ns  many  buildings  available  as  there  is  any  use  for. 

The  general  administrative  expenses,  including  legal  and  financial, 
(in  the  Isthmus  of  Suez  reaches  $98,000  yearly.  I  am  supposing  that 
at  Panama  it  will  be  about  the  same.  At  Suez  they  spend  annually 
$36,000  for  sanitary  service  and  hospitals.  This  cost  at  Panama 
should  not  exceed  $100,000.  The  Suez  general  offices  in  Paris  cost 
annually  for  salaries  of  all  kinds,  legal  advice,  financial  manage- 
ment, etc.,  the  large  sum  of  $226,000,  but  it  should,  be  remembered 
that  the  Suez  Company  is  a  rich  corporation,  with  some  40  members 
composing  the  boai;d  of  directors,  and  all  receive  salaries  or  allow- 
ances that  reach  a  large  total.  As  the  central  office  for  the  Panama 
Canal  should  be  a  branch  or  part  of  the  general  fiscal  administration 
of  our  Government  there  should  be  no  charge  at  all  under  this  head. 

The  Chairman.  Is  Paris  the  headquarters  of  the  Suez  Canal? 

General  Davis.  Yes;  I  was  in  the  office  a  few  months  ago  when  I 
was  there  in  Paris. 
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Summarizing  these  remarks  respecting  expenses,  we  have  the  fol- 
lowing for  a  canal  of  sea  level : 

Maintenance  of  the  canal  channel,  including  dredging  and  mainte- 
nance of  slopes $500,000 

Maintenance  and  operation  of  one  lock 100,000 

Transit  service  of  all  kinds 500,000 

Buildings  of  all  kinds  and  water  supply 250,000 

General  expense  on  the  Isthmus 100,000 

Sanitation  and  hospitals  on  the  Isthmus 100,000 

Total 1, 550, 000 

The  maintenance  of  channels  for  a  lock  canal  would  probably  cost 
less  than  for  one  at  sea  level,  but  the  transit  and  other  services  would 
be  about  the  same,  but  the  expense  for  maintaining  and  operating 
the  locks  would  be  very  much  greater.  If  this  expense  were  in  pro- 
portion to  the  total  lockage,  then  the  addition  for  locks  would  prob- 
ably reach  $800,000,  but  if  it  should  reach  the  sum  of  $159,000  for 
the  tide  lock,  as  suggested  as  possible  by  the  minority,  then  the  cor- 
responding item  for  their  six  locks,  each  with  8  feet  greater  average 
lift,  would  mount  up  to  $1,382,000  yearly. 

Applying  one  of  the  minority  methods  of  calculating  lock  charg;es, 
based  on  a  percentage  of  their  cost,  the  total  of  the  sea-level  main- 
tenance would  reach  $1,609,000  and  the  lock  estimate  would  reach 
$2,732,000  yearly,  a  difference  of  over  a  million  dollars  a  year. 

For  the  lock  canal  the  estimate  of  expense  of  operation  and  main- 
tenance by  same  method  of  computation  would  stand  about  as 
follows :  * 

Maintenance  of  channels,  including  dredging $400,000 

Maintenance  and  repair  of  locks 800,000 

Transit  service 500, 000 

Buildings  of  all  kinds,  including  water  supply 250, 000 

General  expense  on  the  Isthmus 100,000 

Sanitation  and  quarantine  on  the  Isthmus 100,000 

Total 2, 150, 000 

It  will  be  observed  that  nothing  is  included  for  the  government  of 
the  Canal  Zone  in  either  estimate,  as  this  is  considered  as  one  of  the 
general  expenses  of  the  government.  Its  cost  over  and  above  local 
revenues  may  reach  $100,000  a  year  after  the  canal  is  opened  and  will 
be  the  same  for  either  type.  It  should  not  exceed  this  figure.  The 
cost  last  year  for  Zone  government,  not  including  sanitation  and 
hospitals,  was — 

Executive  office $49, 910 

Judiciary   17, 888 

Attorneys*  office 2, 082 

Police  department 71, 303 

Total - 141, 183 

After  the  coustruction  work  stops,  the  population  diminishes,  and 
the  conditions  become  normal  the  Zone  government  will  become  a 
small  item  of  expense. 

The  Secretary  goes  on  to  say  that  either  type  of  canal  is  vulnerable, 
the  higher  level  the  more  so. 

Considerations  of  safety  and  protection,  fixedness  and  stability 
should  have  weight  almost  paramount  with  the  deteriuination  of  type. 

All  agree  that  the  ideal  canal  is  a  wide  and  deep  passage  navigable 
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at  all  times,  day  or  night,  at  all  seasons,  and  in  all  weathers  by  all 
sorts  and  sizes  of  vessels. 

The  underwriters  now  ask  no  increased  premium  for  insurance  of 
vessels  and  cargoes  traversing  the  Suez  Canal  over  those  customarily 
paid  on  ordinary  marine  risks  by  same  vessels  navigating  the  oceans. 
I  think  that  is  a  very  important  consideration,  gentlemen.  If  there 
is  anything  certain  with  respect  to  underwriting  and  insurance  it  is 
that  the  property  or  the  life  must  pay  the  risk. 

If,  carrying  a  policy  in  an  insurance  company,  I  go  to  the  Tropics 
for  a  trip  or  to  live  there  I  have  to  pay  an  increased  premium,  be- 
cause they  consider  it  as  an  increased  risk.  If  a  vessel  proposes  to 
navigate  dangerous  seas,  specially  dangerous  ones,  whore  there  are 
few  light-houses  and  not  much  known  about  the  hydrography,  where 
there  are  uncharted  rocks  and  that  sort  of  thing,  those  vessels  liave  to 
pay  an  increased  premium.  Now,  he^  is  this  Suez  Canal,  asserted 
to  be  tortuous,  dangerous,  contracted.  Should  we  not  find  an  ex- 
pression of  that  in  the  underwriters'  risks?  It  seems  to  me  as  pal- 
pable as  anything  can  be.  3ut  it  is  not  there.  There  is  no  <  harge 
over  and  above  the  usual  charge  for  vessels  for  general  navigation 
for  traversing  the  Suez  Canal.  I  think  there  is  no  extra  charge  at 
the  Soo;  there  is  none  at  Manchester;  there  is  none  at  the  Kiel  Canal. 
According  to  the  underwriters,  canal  navigation  is  counted  to  be 
attended  with  the  same  risks — ^no  greater,  no  less. 

Senator  Knox.  How  do  you  undertake  to  say,  if  a  vessel  is  insured 
from  Liverpool  to  Calcutta,  that  the  risk  in  passing  through  the 
Suez  Canal  is  not  taken  into  consideration  in  charging  for  the  insur- 
ance? 

General  Davis.  Because  the  underwriters'  charge  is  the  same 

Senator  Knox.  You  mean  either  by  going  around 

General  Davis.  By  going  around  by  the  Cape  of  Good  Hope  or 
through  the  canal ;  yes. 

Ships  of  all  sizes  up  to  560  feet  long,  78  feet  beam,  and  27  feet 
draft  are  now  passing  regularly  and  uninterruptedly  between  the 
Mediterranean  and  the  Bed  seas,  and  please  take  notice  always  that 
there  are  but  15  commercial  vessels  in  existence  and  but  some  20  or 

30  war  vessels  existing  with  greater  dimensions  than  the  largest 
which  has  already  passed  Suez,  and  they  have  passed  Suez  in  seven- 
teen and  one-half  hours — that  is  to  say,  at  the  rate  of  10  kilometers 
an  hour,  or  6|  miles. 

There  are  now  but  seven  commercial  vessels  under  the  American 
flag,  and  no  naval  vessels,  unless  built  within  a  year,  that  can  not  now 
easily  make  the  iCi  miles  transit  at  Suez  in  a  maximum  of  eighteen 
hours.    Yet  the  minimum  width  is  but  108  feet  and  the  depth  but 

31  feet,  and  :t  has  six  curves  of  less  radius  than  the  smallest  pro- 
posed by  the  majority  of  the  Board,  for  Panama.  When  the  widening 
and  deepening  now  m  progress  at  Suez  are  completed  that  canal  wiU 
be  twice  as  long,  somewhat  narrower,  and  mucn  shallower  than  the 
proposed  sea-level  American  canal  which  is  realizable  in  ten  or  twelve 
years  at  a  cost  of  $250,000,000.  It  will  afford  convenient  passage  to 
the  largest  existing  ship  in  a  maximum  of  ten  hours. 

Can  a  canal  possessing  such  characteristics  of  capacity,  stabilitv, 
and  safety  be  justly  compared  with  one  whose  very  existence  depends 
upon  questionable  earth  dams,  and  these  to  permit  the  impounding 
of  water  to  feed  probably  inadequate  and  actually  obstructive  locks 
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wherein  the  world's  commerce  and  navies  are  to  be  lifted  and  lowered 
170  feet,  and  all  justified  on  the  jplea  that  the  money  cost  will  be  a 
hundred  millions  or  so  less  and  the  time  of  construction  a  very  few 
years  less  than  for  the  other  which,  for  the  present  generation,  will 
be  a  broad,  open  channel  150  to  200  feet  wide,  and  for  5ie  next  genera- 
tion will  be  300  feet  wide,  this  increase  to  be  attained  at  an  added  cost 
of  perhaps  $50,000,000  to  $90,000,000? 

We  may  well  concede  that  if  we  could  have  a  sea-level  canal  300  or 
400  feet  wide  it  would  be  preferable,  but  the  time  and  cost  of  con- 
Ftructing  it  are  in  effect  prohibitory.  The  Secretary  says  this  in 
effect  and  explains  that  it  is  the  arguments  of  the  minoritv,  showing 
the  results  of  the  use  of  locks,  the  greater  cost  in  time  an^  money  ir 
these  devices  be  excluded,  and  the  dangers  of  the  narrow  and  con- 
tracted canal  prism  that  have  caused  him  to  change  his  opinion  and 
to  abandon  the  idea  of  the  sea-level  type  as  the  best  form. 

It  has  been  shown  that  the  |)lans  of  the  majority  will  insure  to  us 
a  canal  that  is  not  dangerous,  narrow,  or  contracted,  for  that  remark 
does  not  apply  to  existing  Suez,  which  is  much  longer,  narrower,  and 
shallower,  and  has  more  abrupt  bends  than  the  one  proposed  by  the 
Board. 

It  is  the  opinion  of  very  able  engineers  that  the  cost  in  time,  which 
the  Secretary  puts  before  money,  will  be  but  slightly  more  for  the 
channel  at  ocean  level  than  for  the  one  upheld  85  feet  above  the  oceans 
by  structures  that  have  been  pronounced  to  be  questionable,  vulner- 
able, and  obstructive  by  many  of  the  world's  ablest  engineers. 

It  is  certain  that  the  cost  in  money  of  the  simple  low-level  channel, 
in  which  every  existing  and  projected  vessel  would  find  convenient 

f)assage,  will  cost  some  tens  of  millions  more  than  the  complicated 
ligh-level  structure,  but  the  former  will  closely  approach  and  ulti- 
mately result  in  the  ideal,  simple,  natural  waterway  that  the  Secre- 
tary desires,  while  the  latter  will  stand  for  the  opposite  until  heroic 
measures  are  resorted  to  and  the  objectionable  structures  are  removed, 
for  the  idea  of  transformability  is  eliminated  by  the  minority. 

They  have  said  that  if  a  sea-level  canal  is  demanded  let  it  be  built 
at  once ;  if  the  lock  canal  is  built,  let  it  be  built  to  serve  for  a  very 
long  time. 

Senator  Kittredge.  VvTiat  have  you  in  mind  in  the  use  of  the  words 
"  heroic  measures?  " 

General  Davis.  Cutting  out  these  locks  that  will  cost  $35,000,000, 
and  putting  them  on  the  scrap  heap. 

Senator  Kittredge.  Would  that  involve  delay  or  interference  with 
traffic? 

General  Davis.  Possibly  not.  I  think  it  would  be  possible  to  do  it 
without  any  great  delay — possibly.  That  word,  however,  has  a  very 
far-reaching  signification.  I  think  the  minority  say  somewhere — or 
some  of  the  gentlemen  of  the  minority  say  somewhere — about  con- 
structing a  third  lock  while  the  other  two  are  being  enlarged  or  being 
changed.     I  think  I  have  read  that  somewhere  in  the  testimony. 

The  Spooner  Act  contemplates  the  use  of  borrowed  money  m  meet- 
ing the  cost  of  this  great  work,  which  is  to  serve  the  present  and 
future  generations.  Our  posterity  will,  as  they  should,  redeem  the 
obligations  incurred,  and  tney  will  be  glad  to  do  so  if  we  show  as  the 
])roceeds  of  the  expenditure  a  monumental  and  complete  work  re- 
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quiring  only  moderate  charges  for  maintenance,  but  if  instead  we 
should  leave  as  the  proceeds  of  our  outlay,  their  inheritance,  a  struc- 
ture that  could  only  oe  transformed  by  its  obliteration,  then  the  finan- 
cial aspect  of  the  case  to  posterity  would  have  a  different  meaning. 

We  now  know  and  all  agree  that  the  best  isthmian  canal  should 
have  certain  physical  features.  Nature  has  interposed  no  obstacles 
to  their  attainment  which  are  insuperable  if  measured  by  the  capacity 
of  our  engineers  and  contractors  and  national  resources. 

If  the  interest  charge  on  the  cost  of  the  canal  should  reach  six  or 
seven  millions  and  the  tonnage  and  revenue  should  equal  what  Suez 
has,  every  canal  bond  could  be  redeemed  in  twenty-five  years  from  the 
date  of  opening. 

Can  a  programme  that  involves  the  making  of  this  canal  in  ten  or 
twelve  years  at  a  cost  of  $250,000,000  be  considered  as  justifying  the 
observation  that  such  conditions  "  are  in  effect  prohibitory  ?  " 

Of  course  the  Secretary,  in  saying  that  in  substance,  was  speaking 
of  a  canal  three  or  four  hundred  feet  wide.  I  haven't  any  idea  at  all 
that  that  three  or  four  hundred  foot  wide  channel  will  be  demanded 
at  first.  The  canal  will  serve  its  purpose  for  many  years  with  the 
dimensions  proposed.  It  will  enable  our  commercial  vessels  and  our 
navies  to  pass  and  repass  with  perfect  facility,  a  naval  fleet  of  battle 
ships  and  cruisers  half  a  mile  apart  can  go  through  that  canal  in 
constant  procession  and  average  six  or  seven  hours  in  the  canal. 
Of  course  we  will  clear  the  canal  for  such  a  thing  as  that  and  have 
nothing  to  obstruct  it.  If  we  had  at  Panama  to-day  the  present 
Suez  Canal,  you  gentlemen  would  not  be  in  session  to-day  or  this 
Board  of  Engineers  would  not  have  been  appointed.  The  American 
nation  would  be  delighted  to  have  even  that  channel — a  channel  108 
feet  wide  at  its  narrowest  place. 

Senator  Knox.  What  is  the  average  width  of  the  Suez  Canal? 

General  Davis.  Its  minimum  width  is  108  feet  and  a  fraction. 
The  canal  has  been  widened  throughout  a  considerable  part  of  its 
extent  to  118  feet.  The  management  is  now  at  work  enlarging  it 
throughout  its  whole  extent  to  make  it  nearly  the  same  width  as  it 
now  is  in  the  turning  out  places.  The  width  in  those  places  is  147.6 
feet.  When  all  those  turning  out  places  shall  be  connected  together, 
as  they  will  be  in  a  few  years,  then  the  canal  will  be  147.6  feet  wide 
throu^out,  and  it  will  be*  31.4  feet  deep.  That  is  the  ultimate  depth 
to  which  they  are  looking  at  present.  That  will  apply  throughout 
the  canal,  except  in  two  cases,  and  those  are  the  two  lakes.  One 
s  Timsah,  where  the  canal,  coming  up  from  the  Mediterranean  en- 
u»rs  the  lake  and  then  turns  a  right  angle  almost  immediately  on  a 
curve  with  a  radius  of  about  4,000  feet;  it  turns  over  90*^  at  that 
one  spot,  but  the  lake  is  deep,  it  is  nearly  deep  enough  to  accommo- 
date this  proposed  depth.  They  have  dredged  Lake  Timsah,  how- 
ever, to  get  the  full  depth,  and  will  have  to  dredge  still  more  to  get 
the  34  feet.  That  will  not  be  difficult.  There  is  a  wide  place — I 
suppose  three  or  four  thousand  feet — and  the  next  place  is  Bitter 
I^ke,  which  is  9.38  miles  long,  and  it  has  two  changes  of  direction 
in  it,  but  it  is  lake  navigation.  It  has  resulted  from  the  filling  up  of 
this  ancient  basin  by  the  salt  water  from  the  Mediterranean  or  Red 
Sea.     I  think  that  answers  your  question. 

Senator  Knox.  Y^s;  very  fully. 
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General  Davis.  The  approaches  for  the  Suez  entrance  are  wider. 
I  have  forgotten  how  much,  but  I  think  500  feet  You  might  say 
they  have  two  harbors 

Senator  Morgan.  Are  there  any  gates  at  either  of  the  harbors? 

General  Davis.  None  at  all ;  no,  sir. 

Senator  Morgan.  The  tide  rises  7  feet,  I  believe. 

General  Davis.  Between  7  and  8  feet. 

Ponator  Morgan.  In  the  Mediterranean? 

General  Davis.  No;  in  the  Red  Sea. 

Senator  Morgan.  How  much  in  the  Mediterranean? 

General  Davis.  About  2  or  3  feet;  something  like  the  tide  in 
Limon  Bav.  I  arrived  at  Suez  in  the  night,  and  at  daylight  in  the 
morning  tfiere  were  half  a  dozen  vessels  anchored  there  ready  to  go 
on.  A  tug  came  along  with  a  lighter  and  inquired  whether  we  had 
an  electric  lighting  apparatus  on  board.  We  had ;  it  was  a  Govern- 
ment transport.  They  then  took  out  of  their  lighter  a  square  box 
6  or  7  feet  square  and  hoisted  it  to  the  bow  and  made  it  fast  to  the 
stem  of  the  ship  and  about  5  or  6  feet  above  the  water.  In  it  was  a 
man  sitting  on  a  stool.  In  front  of  him  was  a  searchlight,  and  he 
was  connected  with  the  pilot  on  the  bridge  by  signals.  When  onr 
turn  came  we  were  given  a  number,  and  a  large  piece  of  canvas  bear- 
ing the  number  in,  large  black  figures  was  hung  over  the  ship  on  each 
side  and  we  started  into  the  canal,  I  should  say  about  half  a  mile  be- 
hind the  ship  ahead  of  us  and  half  a  mile  behind  us  was  another  ves- 
sel, and  in  that  way  we  went  on  through.  The  signals  were  made 
that  we  were  coming.  They  knew  our  number  at  the  telegraph  sta- 
tions. They  could  see  it  hanging  over  the  side  of  the  ship.  Those 
big  letters  were  10  feet  long.  The  manager,  like  a  train  dispatcher, 
directed  that  such  a  vessel  come  into  a  tuming-out  place  and  that  ours 
could  proceed,  or  that  ours  should  go  into  a  turning-out  place  and 
another  vessel  should  pass,  just  as  the  case  might  be,  and  so  they  went 
on  through,  night  and  day. 

Ninety-seven  per  cent  of  all  the  vessels  traversing  the  Suez  move 
just  the  same  at  night  as  in  the  daytime.  There  is  no  difference. 
They  have  such  a  system  of  electric  lighting  that  there  is  no  trouble. 
If  a  vessel  comes  without  its  own  electric-light  plant  a  little  donkey 
engine  is  put  on  the  deck,  and  that  donkey  engine  moves  a  dynamo 
that  supplies  electricity,  and  when  the  ship  gets  to  the  end  of  the  canal 
they  take  off  the  donkey  engine  and  take  off  the  dynamo,  and  the 
ship  goes  on  her  way.     it  is  a  perfectly  simple  thing. 

Port  Said,  as  you  know,  is  a  great  coaling  station.  Almost  every 
vessel  takes  coal  there.  At  Suez,  the  Red  Sea  entrance,  no  coaling 
is  done.  And  so  with  the  Panama  Canal,  at  Colon  will  be  the  coaf- 
ing  station.  Panama  will  never  be  a  coaling  station.  Coal  is  oc- 
casionally brought  to  Panama  from  Australia.  Australia  has  a  very 
good  coal;  indeed,  much  better  than  any  Japanese  coal,  and  much 
better  than  any  of  our  own  coal  on  the  west  coast.  Some  of  the 
Australian  coaf  rates  pretty  close  to  our  Pocahontas  coal — ^pretty  near 
it.  While  I  was  at  Panama  there  was  a  sailing  vessel  of  3,000  or 
4,000  tons  that  came  from  Sidney  with  a  cargo  of  coal  for  the  Pacific 
Mail  Steamship  Company  and  lay  there  until  her  cargo  was  taken  out 
by  lighter,  and  then  she  went  on  her  way. 
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INCREASING  SIZE  OF  SHIPS. 


A  study  of  the  Suez  statistics  throws  much  light  upon  this  subject, 
for  the  average  size  of  the  vessels  using  this — the  largest  and  most 
important  maritime  waterwav  in  the  world — is  constantly  growing, 
as  may  be  seen  from  the  following  tabulation  derived  from  Senate 
Document  20,  Fifty-eighth  Congress,  first  session : 


Year. 


Number  of  |      Groas 
vessvila.       tonnage. 


1«70.. 

l*7o.. 
USD.. 
1.S85.. 
1S90.. 
1895.. 
1900.. 


486 
1,1»4 
2,02t> 
3,624 
3,389 
3,434 
3,441 
4,116 


Net 
tonnage. 


Mean  net 

tonnage 

per  vessel. 


Per  cent 

increase, 

6- year 

pcrioda 


664,916  436,609 

2,940,708       2,009,984 
4,344,519  I    3,057,421 


8,985,411 
9,749,129 
11,833,637 
13,699,237 
18,000.000 


6,336.752 
6,890,094 
8.448,383 
9,738,152 
13,000,000 


1,345  I 

1  509 
1,748  I 

2  033  , 
2,460 
2,830 
3.149  I 

I 


44.8 
11.5 
15.8 
16.  S 
18.8 
17.9 
11.3 


If  increase  in  size  of  ships  navigating  this  canal  continues  to  aug- 
ment at  the  same  rate  as  for  the  last  ten  years,  which  is  28  per  cent, 
then  the  average  of  Suez  vessels  in  1915  will  be  4,225  tons,  and  for 
1925  will  be  5,524  tons. 

But  these  statistics  show  something  more,  which  is  the  increasing 
use  of  the  canal  by  large  ships. 

In  1890  the  number  of  vessels  passing  drawing  more  than  24.6 
feet  was  145,  while  in  1895  there  were  228,  or  an  increase  in  five  years 
of  57  per  cent.  Again,  in  the  same  period  the  number  passing  in  1890 
of  over  25.3  feet  draft  was  44,  while  five  years  later  it  was  85,  show- 
ing a  gain  of  over  93  per  cent  in  the  size  of  the  users.  We  thus  see 
that  the  draft,  and  therefore  the  tonnage  of  the  24.6-foot  vessels  ply- 
ing the  Suez  route,  is  increasing  more  man  three  times  faster  and  the 
25.3  vessels  over  five  times  faster  than  the  average  augmentation. 

The  reason  why  the  Suez  management  are  continually  increasing 
the  transit  capacity  of  this  waterway  is  thus  made  very  manifest. 
These  shrewd  business  men  see  plainly  that  their  canal  will  become 
a  second-class  route  unless  it  is  enlarged.  It  requires  no  prophetic 
vision  to  see  that  the  Suez  Canal  by  1950  will  have  a  channel  40  feet 
deep,  300  feet  wide,  and  with  curves  flattened  to  minimum  radii  of 
10.000  feet,  and  can  we  doubt  that  Panama  will  have  the  same  or 
greater  dimensions?  With  equal  prism  and  curvature,  it  will  be 
much  more  convenient,  because  only  half  as  long. 

Xow,  as  respects  the  financial  side  of  Suez,  and  as  concerns  these 
figures  of  estimates,  cost  and  maintenance,  I  would  say  that  the  data 
I  have  is  derived  from  certain  telegrams  or  from  a  certain  telegraphic 
correspondence  which  was  had  in  the  month  of  March,  the  present 
month,  with  Mr.  Quellennec,  who  was  a  member  of  this  Board  of 
Consulting  Engineers,  and  who  is  the  chief  engineer  of  the  Suez  Canal. 
The  telegraphic  correspondence  was  conducted  by  Mr.  Shonts,  the 
chairman  of  the  Commission,  at  my  suggestion,  and  the  answers  are 
all  sent  to  Mr.  Shonts,  and  I  have  the  originals  in  my  hand.  It  is 
perhaps  not  necessary  to  read  them  all  now,  because  I  have  tabulated 
what  they  say  in  a  paper  here  which  has  been  used  by  myself  in  pre- 
paring the  arguments  I  have  laid  before  you  respecting  maintenance. 
There  is  one  item  that  has  been  referred  to  there,  and  which  is  a  very 
P  O — YGL  3—06 ^17 
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importanl  one,  as  applying  to  the  whole  problem  of  the  Panama 
Canal  or  any  other  interoceanic  canal. 

The  Chairman.  Are  those  telegrams  long? 

General  Davis.  Not  very  long. 

The  Chairman.  Then  they  might  go  in  the  record. 

General  Davis.  I  will  be  glad  to  insert  them. 

The  Chairman.  There  is  no  objection  to  it? 

General  Davis.  No,  sir.  They  were  sent  at  my  request  by  Mr. 
Shonts,  who  very  courteously  attended  to  the  correspondence  for 
me,  and  they  have  been  sent  to'  me,  and  I  see  no  reason  why  they 
should  not  be  printed  as  part  of  the  record. 

The  telegrams  referred  to  are  as  follows : 

[Cablegram.] 

Isthmian  Canal  Affairs, 

Office  of  Administration, 

Washington^  D.  C,  March  6, 1906. 

QUELLENNEC, 

Svsz  Canal^  Paris: 
General  Davis  would  be  greatly  obliged  for  telegraphic  informa- 
tion respecting  Suez.  Average  costs  last  three  years :  First,  perma- 
nent improvements,  like  widening,  deepening,  etc.;  second,  mainte- 
nance and  operation,  including  repairs,  renewals,  dredging  (total 
cubic  meters) ;  third,  separate  figures  of  cost,  maintenance,  and  oj>era- 
tion  of  all  turn-outs,  including  services,  equipment,  repairs,  giving 
number  of  turn-outs.     Please  reply  collect. 

SlIONTS. 


[Cablegram.] 

Paris,  March  9 — 8.  67  a,  m. 
Shonts,  Washington: 

Average  annual  expenses  Suez  Canal  last  three  years:  First,  per- 
manent improvements,  3,836,000  francs,  including  repairs ;  2,620,000 
cubic  meters  excavated  in  dry  or  by  dredging.  Second,  maintenance, 
3,410,000  francs,  including  repairs;  2,610,000  cubic  meters  dry  and 
dredging  operation,  3,117,000  francs,  including  repairs;  renewals, 
1,500,000  francs;  buildings  and  waterworks  maintenance  and  opera- 
tion, including  repairs,  850,000  francs.  Please  explain  exact  mean- 
ing of  word  "  turn-outs." 

QjCrELX£NNEC. 


[Cablegram.] 

Isthmian  Canal  Affairs, 

Office  of  Administration, 

Washington^  D.  <7.,  March  P,  1906, 

QuELLENNEC, 

Suez  Canal^  Paris: 
General  Davis  requests  I  wire  you  as  follows : 
"  Turn-outs  "  mean  sidings.     Information  Davis  desires  to  answer 
criticisms  that  cost  maintenance  of  siding  for  sea-level  canal  would 
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be  large  item.  Your  answer  understood  to  mean  that  all  permanent 
improvements,  including  excavations,  cost  three  million  eight  hun- 
dred thirty-six  thousand  francs,  and  all  maintenance,  including 
dredging,  etc.,  repairs,  renewals,  buildings,  waterworks,  and  their 
operation  reached  total  of  eight  million  seven  hundred  seventy-seven 
thousand  francs.  How  mudi,  if  any,  part  this  last  amount  should 
be  charged  to  permanent  improvements? 

Shonts. 


[Cablegram.] 

Paris,  March  13 — 910  a.  m. 
Shonts,  Washington: 

No  particular  expense  of  maintenance  operation  for  turn-outs  other 
than  those  respectmg  signal  and  telegraph  stations  with  which  ten 
turn-outs  out  of  twenty-three  are  provided  by  such  stations,  opera- 
tion of  which  costs  annually  about  three  hundred  thousand  francs, 
would  be  necessary  even  if  there  were  no  turn-outs.  Turn-outs  are 
no  cause  of  expense  neither  for  company  nor  for  ships.  Mooring  of 
ships  to  let  others  pass  entails  but  a  delay  of  one  hour  and  half  on 
the  whole  time  of  passage  of  seventeen  hours.  Three  million  eight 
hundred  thirty-six  thousand  francs  is  total  cost  of  permanent  im- 
provements, including  all  kind  of  works,  especially  dredging  in  soft 
and  rocky  material,  repairs,  etc.;  also  engineering  employees,  etc. 
Eight  million  eight  hundred  seventy-seven  thousand  francs  is  total 
cost  of  maintenance  and  operation;  namely,  first,  five  million  seven 
hundred  sixtj-  thousand  francs  for  maintenance,  including  all  kind  of 
works,  especially  dredging,  repairs,  renewals,  buildings,  waterworks, 
and  their  operations,  also  engineering  employees,  etc.;  second,  three 
million  one  hundred  seventeen  thousand  francs  for  operations  of 
canal.  In  other  words,  for  transit  of  ships,  including  pilots,  tele- 
graph, signals,  launches,  tugs,  operations,  and  repairs  of  the  same, 
measurement  of  ships,  also  marine  officials,  employees,  etc.  Besides 
these  expenses  there  are,  moreover,  general  expenses  as  follows:  In 
Egypt,  for  representative  of  company,  financial  service,  legal  depart- 
ment, etc.,  four  hundred  ninety  thousand  francs,  and  for  sanitary 
service  one  hundred  eighty -eight  thousand  francs ;  at  Paris,  for  direc- 
tion financial  service,  legal  and  accounting  department,  one  million 
one  hundred  thirty-four  thousand  francs.  No  part  of  cost  of  main- 
tenance to  be  charged  to  permanent  improvements,  discrimination 
being  already  made  in  accounts. 

QUELLENNEC. 

[Telegram.] 

Isthmian  Canal  Affaiks, 

Office  of  Administration, 
Washington^  D.  (7.,  March  16^  1906. 
QvnELLENEC,  Sucz  CarujH^  Paris: 

Cable  names,  dimensions,  draft,  three  largest  vessels  passing  Suez 
since  nineteen  four.  Do  largest  ships  move  at  night,  and  their  aver- 
age time  transit?  What  was  total  number  vessels  with  gross  and  net 
tonnage  passing  nineteen  five. 

Shonts. 
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[Cablegram.] 

Paris,  March  17—9.07  a.  m. 
Shonts,  Washington: 

Grosser  Kurfurst^  560  feet  long,  62  broad,  26  feet  3  inches  draft. 
Good  Hope,  520  long,  78  broad,  26  feet  3.  Terrible,  539  long,  72 
broad,  26  feet  3.  Largest  vessels  can  move  at  night,  their  nverage 
time  transit  almost  same  as  average  transit  all  vessels,  which  was  17 
hours  41  minutes  in  1905.  Total  number  vessels  passed,  4,116 ;  gross 
18  million  tons,  net  13  millions. 

QURLLENNBC. 


I  have  a  memorandum  here,  "  Suez  Canal,  cost  of  enlargements, 
maintenance,  and  operation,  average  per  annum  for  last  three  years — 
1903, 1904,  and  1905." 

Permanent  improvements,  which  have  been  going  on  almost  ever 
since  the  canal  was  opened,  during  these  three  years  are  described  as 
respects  their  cost  by  this  remark:  Consisting  of  widening,  deepen- 
ing, and  so  forth,  which  includes  2,620,000  cubic  meters- -€fjual  to 
8,426,960  cubic  yards — of  excavations  in  earth  and  rock,  excavations 
by  dredges  and  other  methods,  including  excavation  of  rock  under 
water,  engineering  labor,  and  so  forth ;  total  expenditure  per  annum, 
3,836,000  francs,  equaling  $767,000. 

Senator  Dryden.  That  is  not  charged  to  the  cost  of  the  canal  ? 

General  Davis.  No;  although  it  is  in  our  railroad  parlance  a  bet- 
terment, and  is  a  legitimate  charge  against  the  property,  for  of 
course  the  property  is  worth  that  much  more.  But  here,  instead  of 
floating  bonds  and  raising  that  much  money  on  loans,  for  this  work 
they  take  it  out  of  their  earnings,  and  that  amount  for  the  last  three 
years  was  $767,000  annually.  That  will  be  completed  some  day  and 
then  it  will  be  a  question  of  whether  still  further  enlargements  may 
not  be  necessary ;  but  so  far  as  we  now  know  their  programme  only 
consists  of  connecting  up  these  existing  passing  places  and  deepening 
the  canal  to  34.4  feet. 

The  next  item  is  maintenance  and  operation,  which  includes  dredg- 
ing to  maintain  channel,  amounting  to  2,610,000  cubic  meters,  or 
3,413,880  cubic  yards.  Also  renewals,  repairs,  buildings,  waterworks 
with  their  operation;  also  engineering  employees,  as  follows: 

Dredging,  repairs  and  renewals,  3,410,000  francs,  or  $682,000. 
Buildings  and  their  repairs,  including  waterworks  and  maintenance, 
2,350,000  francs,  or  $470,000.  Transit,  which  includes  pilots,  tele- 
graph,  telephone,  lighting,  launches,  tugs,  operation  and  repairs, 
measurement  of  ships,  marine  officials,  3,117,000  francs,  or  $623,000. 
General  expenses,  including  representatives  near  Egyptian  Gk)vem- 
ment,  financial  service,  legal  department  in  Egypt,  490,000  francs, 
or  $98,000.  Sanitary  service,  180,000  francs,  or  $36,000.  Expenses 
in  Paris,  financial,  legal,  and  accounting,  1,134,000  francs,  or  $226,- 
800.  For  all  expenses  connected  with  l&tterments  and  maintenance 
and  operation,  administration,  and  so  forth 

Senator  Morgan.  Since  the  canal  was  first  opened  ? 

General  Davis.  No;  the  average  for  the  last  three  years.    The 
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total  transit  receipts  for  1903 — that  is  the  last  year  for  which  I  have 
any  figures— were  $20,121,680. 

Now,  deduct  all  expenses  as  above,  $2,902,800,  leaving  a  net  total 
of  $17,218,880. 

Now,  the  dividend  paid  last  year  on  the  Suez  shares  was  125  francs 
on  a  600- franc  share.    That  is,  it  was  26  per  cent  of  the  original 
capital  invested.    The  canal  pays  for  itself  every,  four  years.    The 
500- franc  shares  are  now  selling  for  4,000  francs. 
Senator  Knox.  What  is  the  capital  now? 

General  Davis.  The  original  capital  was  400,000  shares  at  500 
francs. 
Senator  Knox.  What  is  the  capital  now  ? 

General  Davis.  The  original  was  400,000  shares  at  600  francs — that 
is,  it  was  40,000,000  dollars. 
Senator  Knox.  Is  that  the  capital  now? 

General  Davis.  That  has  been  increased.  In  the  earlier  years  the 
enterprise  had  to  struggle  for  existence ;  it  had  a  lot  of  enemies,  one 
of  the  strongest  being  the  Government  of  Great  Britain;  they  put 
every  obstacle  in  the  way,  and  that  continued;  it  did  not  pay  ex- 
penses at  first.  But  pretty  soon  they  saw  it  was  gping  to  be  a  winner, 
and  then  Disraeli,  who  was  a  wise  man,  looking  ahead,  without 
authority  from  Parliament,  without  authority  from  anybody,  went 
in  and  bought  out  the  Elhedive's  interest  in  the  canal,  which  was 
162.600  shares  of  that  stock,  which  had  been  originally  assigned  to 
the  Kliedive.  They  paid  a  little  less  than  £4,000,cSo  for  those  shares. 
Those  shares  to-day  are  worth  £26,000,00.0,  and  can  be  sold  for  that  at 
any  time.  When  they  had  their  troubles  in  the  beginning  and  the 
rates  were  high.  10  francs  a  ton  and  10  francs  on  a  passenger,  the 
shippers  resisted  those  charges  and  made  claim  to  the  Government 
of  England,  represented  what  a  tax  this  was  imposed  upon  shipping, 
how  the  canal  could  be  duplicated  for  $40,000,000,  and  then  they 
brought  out  a  project  to  make  a  lock  canal  from  Alexandria  to  Cairo 
and  from  there  to  the  Red  Sea.  They  proposed  to  lock  up  20  ot  30 
or  40  feet.  I  have  forgotten  how  much.  That  enterprise  was  agitated 
a  good  deal  and  it  alarmed  the  Suez  people. 

A  conference  was  had  between  the  owners  of  the  Suez  Canal  and 
the  shippers,  the  English  shippers  principally,  as  to  whether  it  could 
establish  some  kind  of  a  compromise,  which  they  did.  It  was  then 
agreed  that  when  the  canal's  shares  should  pay*  a  certain  dividend, 
which  it  looked  as  if  they  were  going  to  pay  then,  because  the  trend 
was  upward,  after  that  a  certain  proportion  of  this  dividend  should 
be  divided  between  the  investors,  that- is,  the  property  owners,  and  the 
shippers,  and  under  that  agreement  the  tolls  have  been  reduced.  The 
first  reduction  was  to  9  francs,  from  10  francs;  the  second  reduction 
was  to  8.5  francs,  and  then  they  were  reduced  to  8  francs.  And  it 
was  provided  in  this  convention  that  when  the  shares  should  pay  25 
per  cent  dividend  then  the  rate  of  division  of  this  profit  should  be 
still  larger  in  favor  of  the  shippers.  So  that  on  the  1st  of  January 
last  the  tonnage  charge  on  the  Suez  transit  was  7.75  francs.  Whether 
that  applies  to  the  passenger  charge  or  not  I  don't  know.  I  did  not 
ask  the  question  and  did  not  find  out,  but  they  are  cutting  down 
the  tonnage  charge  regularly  and  still  they  are  paying  for  the  canal 
every  four  years. 
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Senator  Dryden.  Did  the  Khedive  pay  anything  for  his  shares? 

General  Davis.  Oh,  yes ;  he  put  up  money  for  them. 

Senator  Dryden.  The  same  as  the  others? 

General  Davis.  Yes. 

Senator  Ankeny.  Referring  to  these  extensions  and  betterments 
on  the  Suez  Canal,  that  you  speak  of,  was  there  any  suspension  or 
delay  of  traffic  while  that  was  going  on  ? 

General  Davis.  Xever  for  an  hour. 

Senator  Ankeny.  And  might  not  a  sea-level  canal  at  Panama  be 
widened,  if  the  necessity  ever  arose,  without  disturbing  traffic  at  all  ? 

General  Davis.  Yes;  just  as  certainly. 

Senator  Morgan.  There  was  a  time  during  the  siege  of  Alexandria 
when  Great  Britain  stopped  traffic  through  the  Suez  Canal. 

General  Davis.  Oh,  yes. 

Senator  Morgan.  Although  Great  Britain  was  a  minority  stock- 
holder. 

General  Davis.  Oh,  yes ;  that  was  done.  There  has  not  been  a  day 
since  the  Suez  Canal  was  opened  that  something  has  not  been  done 
to  improve  it — that  is,  improvement  has  been  going  on  all  the  time. 

Senator  Ankeny.  I  mean  these  extensions  or  modifications  of  the 
curvatures,  or  whatever  vou  call  it,  goes  on  without  disturbance  of 
traffic? 

General  Davis.  Yes;  without  any  disturbance.  I  think  I  saw  six 
or  seven  dredges  at  work  when  I  came  through  the  canal,  and  that 
goes  on  all  the  time. 

Senator  Ankeny.  In  your  estimates  there  of  those  cubic  yards, 
what  difference  do  you  make  between  dry  work  and  the  wet  work? 
The  point  I  want  to  make  is.  Will  not  this  wet  work  cost  a  great  deal 
more  money  than  we  are  prepared  for? 

General  Davis.  I  am  glad  you  asked  that  question,  and  I  think  I 
can  give  you  some  light  on  it.  The  Board  of  Engineers,  considering 
that  matter  as  applied  to  Panama  and  especially  as  applied  to  the 
sea-level  proposition,  agreed — the  whole  Board  agreed  to  this — that 
these  unit  prices  were,  aggregated,  80  cents. 

Senatoir  Ankeny.  Otherwise  the  work  was  below  water? 

General  Davis.  Yes.  I  was  going  to  explain.  Eighty  cents  for 
the  above  work  plus  10,  and  $1.25  below  plus  10.  The  difference  be- 
tween 80  and  125,  or  45,  is  supposed  to  be  required  for  three  pur- 
poses, and  those  three  are  the  following:  Water  will  get  into  tnese 
deep  pits  in  the  Culebra;  evidently  it  will.  It  will  come  in  from 
the  sky ;  it  will  come  in  by  trickling  down  the  banks;  it  will  not  prob- 
ably come  in  from  below  up,becausej  so  far  as  we  have  discovered 
in  the  Culebra  to-day  with  all  our  boring,  we  do  not  find  any  flowing 
water  from  the  bottom ;  we  do  not  find  that  there  are  any  flowing 
springs  in  the  bottom  of  the  Culebra,  and  the  only  water  that  comes 
in  there  is  the  water  trickling  down  from  the  banks. 

Senator  Ankeny.  Practically  surface  water? 

General  Davis.  Yes;  seeping  out  of  this  soft  material  on  the  top 
and  falling  down  into  the  canal;  and  then  when  they  have  a  very  big 
rain  that  water  runs  off  the  slopes  and  that  runs  into  the  canal.  It  was 
considered  that  pumps  would  be  necessary  to  take  that  water  out — a 
very  simple  proposition,  for  there  is  nothing  cheaper  than  pumping 
water  with  those  great  centrifugal  pumps,  pumping  out  a  2-foot 
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stream,  or,  as  Mr.  Wallace  said,  he  could  pump  the  whole  low  water 
flow  of  the  Chagres  out  of  the  bed  at  small  expense  if  he  wanted  to. 
That  is  one  of  the  items  included  in  this  addition  of  45  to  the  80 
cents.  Another  is  that  you  must  haul  that  material  uphill ;  that  is  to 
say,  it  has  got  to  be  deposited  on  levels  higher  than  where  it  came 
from. 

Senator  Anken y.  It  is  mostly  rock  ? 

General  Davis.  Yes;  but  it  has  got  to  go  upgrade;  it  has  to  go  up 
those  40  feet.  Those  are  two  reasons  why  that  45  was  added.  The 
third  reason  is  because  when  you  get  down  into  this  narrow  channel 
your  space  is  contracted  and  you  haven't  room  to  straighten  as  you 
would  higher  up.  So  those  are  the  three  reasons  for  a  higher  cost 
below  +  10.  Tney  added  45  cents  to  the  estimated  cost  of  the  work 
above.  There  is  an  explianation,  I  think,  which  may  answer  your 
question. 

Senator  Ankent.  It  is  very  clear,  sir. 

General  Davis.  With  respect  to  this  statement  which  I  read,  there 
is  only  one  other  thing  to  which  I  wish  to  call  attention  for  which 
authority  is  found  in  these  telegrams.  The  company  states  that 
maintenance  of  turn-outs  or  sidings,  of  which  there  are  23 — ^ten  pro- 
vided with  telegraphic  service — costs  nothing  additional,  as  the 
service  would  be  required  if  there  were  no  sidings,  but  actual  ex|)ense 
for  sidings  is  about  $60,000,  which  is  included  in  cost  of  transit  as 
above,  and  that  is  the  figure  which  I  use  deducted  from  this  experi- 
ence that  the  seven  sidings  at  Panama  would  cost  $15,000  a  year. 
The  important  statement  is  also  made  that  the  whole  time  of  deten- 
tion in  sidings  due  to  the  mooring  of  ships  entails  a  total  delay  of  one 
hour  and  a  half  on  the  whole  time  of  passage,  which  averaged  seven- 
teen houre  forty-one  minutes  per  vessel  in  ll05.  Largest  vessels  pro- 
ceed at  night  and  make  same  average  time  as  other  vessels.  That  is 
the  oflicial  statement.  Now,  as  respects  some  of  the  ships  that  have 
passed  through  the  Suez  Canal.  I  could  make  a  very  long  list,  but  a 
short  one  will  serve  every  purpose.    Here  are  some  data. 

In  1894  the  Grosser  Kurfnrst^  560.5  feet  in  length,  with  a  beam  of 
62.33  feet  and  a  draft  of  26.18  feet  and  a  tonnage  of  13,000  gross 
Ions,  passed  through  that  canal  for  the  first  time,  and  since  then  has 
been  through  it  a  half  a  dozen  times. 

Senator  Kittredoe.  What  time  did  she  make  in  going  through? 

General  Davis.  The  same  as  smaller  vessels,  I  understand.  The 
statement  is  that  the  large  vessels  go  through  just  as  readily  as  the 
small  ones.    This  is  what  this  official  says ; 

"  Largest  vessels  proceed  at  night  and  make  same  average  time  as 
other  vessels." 

I  can  not  answer  specifically  as  to  this  particular  vessel,  but  she  is 
on  the  regular  trade — on  the  North  German  Lloyds  Line  to  China — 
and  she  has  been  going  through  regularly. 

Senator  Ankeny.  One  hundred  and  five  miles  in  seventeen  hours! 

General  Davis.  Yes ;  that  is  the  average  time  for  1905. 

The  Chairman.  Is  that  the  largest  ship  that  has  passed  through? 

General  Davis.  No;  there  are  several  larger  that  have  passed 
through.  In  1904  the  British  ship  Terrible^  length  500  feet,  beam 
71  feet,  draft  26.24  feet,  tonnage  14,440  tons'  displacement,  a  British 
armoreid  cruiser,  passed  through  the  canal  in  the  regular  time.  In 
1902  the  Mikasa^  Japanese  battle  ship,  which  went  through  the  Japa- 
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nese-Rnssian  war  and  was  finally  sunk,  432  feet  in  length,  76  feet 
beam,  26.24  feet  draft,  and  displacement  of  15,200  tons.  She  was 
built  at  the  Cramp  shipyard,  and  on  going  out  to  be  delivered  passed 
out  through  Suez. 

In  1902  the  North  German  Lloyd  ship  Barbarosaa^  526.24  feet  in 
length,  60  feet  beam,  25.59  feet  draft,  and  10.915  gross  tons,  passed 
through  the  canal,  and  has  passed  frequently  since  then.  She  is 
running  in  the  North  German  Lloyd  China  service. 

In  1904  the  British  protected  cruiser  Vwtorious^  390  feet  in  length, 
75  feet  beam,  25.59  feet  draft,  and  14,900  tons  displacement,  passed 
through  the  canal. 

Senator  Ankeny.  Is  that  the  one  that  collided  with  the  Camper' 
down? 

General  Davis.  No  ;  I  think  that  was  the  Victoria  or  the  Victory. 
She  was  sunk. 

Senator  Ankeny.  I  was  only  getting  the  size  in  my  mind. 

General  Davis.  I  think  that  is  another  boat,  the  Victoria.  In  1905 
the  British  armored  cruiser  Good  Hope^  530  feet  feet  in  lengthy  78 
feet  beam,  26.25  feet  draft  passed  through  the  canal.  In  1900  the 
American  battle  ^laKentucky^  376  feet  long,  72J  feet  beam,  and  26 
feet  draft,  also  the  British  battle  ship  Glory ^  418  feet  long,  74  feet 
beam,  and  26  feet  draft,  both  passed.  There  are  eight  ships.  I  sup- 
pose I  could  extend  that  to  50,  but  that  is  enough  to  show  that  here 
these  ships  can  pass  and  that  the  canal  is  adapted  to  vessels  of  that 
size.  There  is  not  a  single  American  war  vessel,  unless  she  has  been 
put  in  commision  this  year,  that  can  not  go  through  the  Suez  Canal 
to-day,  not  a  single  one,  and  there  are  only  six  vessels  under  the 
American  flag  that  can  not  go  through.  They  are  the  Mongolia^ 
the  Manchuna^  the  Minnesota^  the  Dakota^  the  Kroordand^  the 
Fivdland.  They  have  a  little  more  length  than  any  ship  that  has 
gone  through  Suez. 

Senator  Knox.  What  point  is  this  data  intended  to  establish  ? 

General  Davis.  The  fact  that  this  canal  proposed  by  this  Board. 
which  is  much  longer  than  Suez,  is  not  tortuous  and  dangerous  ana 
inconvenient ;  that  is  the  purpose. 

Senator  Knox.  I  didnx  have  the  advantage  of  hearing  you  this 
morning. 

General  Davis.  I  am  sorry  you  did  not. 

Senator  Knox.  So  am  I,  very  sorry. 

General  Davis.  I  am  reviewing,  at  the  request  of  Secretary  Taft, 
his  letter  transmitting  this  report.  He  asked  me  to  say  to  you*  all  that 
he  would  be  glad  to  have  me  feel  perfectly  free.  This  sketch  shows 
the  shortest,  steepest,  most  abrupt  curve  in  the  sea-level  plan. 

Senator  Knox.  On  what  scale  is  that  ? 

General  Davis.  One  twelve-hundredth.  That  is  a  proportion  scale. 
That  doesn't  mean  very  much,  but  that  width  of  channel  is  200  feet. 
It  so  happens  that  the  four  curves  of  8,200  feet  radius  are  all  in  that 
part  of  the  canal  which  has  a  200-foot  bottom  width.  This  represents 
the  200- foot  bottom-width  curve. 

Senator  Morgan.  What  part  of  the  canal? 

General  Davis.  Somewhere  near  Obispo — yes;  that  one  is  right  at 
Obispo  [indicating].  That  shows  a  ship  in  that  canal  622  feet  long, 
and  that  is  drawn  m  plan  on  the  same  scale,  and  passing  that  ship 
you  will  see  the  lines  of  a  smaller  vessel,  360  feet  long.    It  has  been 
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said  that  these  curves  are  too  abrupt,  too  sharp,  that  they  can  not 
make  the  turn.  I  want  to  say  something  about  that.  A  few  years 
ago  there  met  in  the  United  States  what  is  called  the  Deep  Water- 
ways Commision,  which  was  appointed  by  our  Government.  Mr. 
Noble  was  one  of  the  engineers  that  sat  on  that  commission.  They 
discussed  a  great  many  questions  about  depth  of  channels  and  locks 
and  curves  and  prisms  and  so  forth,  and  they  laid  down  a  general 
proposition  that  curves  for  a  canal,  if  they  were  of  10,000  feet  radius 
and  of  due  proportion  of  width,  would  be  satisfactory — that  is,  a 
curve  of  10,000  reet  radius  was  just  as  practicable  as  a  straight  canal? 
they  didn't  propose  any  widening  for  any  curve  that  had  a  radius  of 
more  than  10,000  feet;  but  for  curves  or  less  than  10,000  feet  radius 
they  proposed  to  widen  the 'canal  at  the  bottom  and  at  the  top;  they 
proposed  to  widen  the  curve  if  it  had  less  than  10,000  feet  radius, 
according  to  the  formula,  normal  width +(^0  —  -^^  radius  =  curve 
width). 

Senator  Morgan.  You  mean  widen  the  canal? 

General  Davis.  Yes;  and  in  any  particular  curve,  fhey  laid 
down  a  formula  for  that  calculation,  and  it  is  similar  in  character 
to  the  formula  that  Tincauzer  gives  and  the  principles  on  which  the 
curve  widths  for  the  Kiel  Canal  are  computed. 

Senator  Morgan.  Was  he  a  member  of  the  consulting  board?- 

General  Da  vis.  Yes;  he  says  in  the  curve  with  a  radius  of  1,000 
to  2,500  meters  an  increase  of  fereadth  of  bottom  is  made  by  the  formula 

width,  +  26  —  Y^  and  therefore  a  curve  of  1,000  meters  must  have  an 

increase  of  breadth  of  bottom  of  52.5  feet,  and  a  curve  of  2,500  meters 
must  have  an  increase  of  breadth  of  bottom  of  3.2  feet.  In  other 
words,  when  you  get  to  8,000  feet  you  have  got  a  curve  that  so  nearly 
approaches  a  straight  line  that  the  Germans  who  have  studied  this 
matter  think  that  an  increase  of  bottom  width  in  those  larger  curves  is 
unnecessary.  The  Suez  people  propose  that  a  curve  shall  be  of  such 
an  arc  that  when  a  ship  is  navigating  it  and  her  axis  is  on  the  center 
axis  of  the  curve  she  snail  have  in  front  of  her  one  and  a  half  times 
her  own  length  before  the  continued  line  would  impinge  against  the 
banks.  This  curve  is  constructed  on  that  basis  for  a  ship  788  feet 
long.  That  curve  satisfied  the  requirements  of  the  Suez  engineers 
who  have  studied  that  matter  of  corrections.  That  is  to  say,  an  8,200- 
foot  curve  will  give  in  front  of  that  ship,  before  the  prolongation  of 
line  of  center  axis  will  strike  the  bank,  just  about  one  and  a  half  times 
her  own  length. 

Senator  Morgan.  That  is  considered  to  be  enough  ? 

General  Davis.  That  is  considered  to  be  enough  by,  I  think,  all  the 
world.  The  Deep  Waterways  people  say  when  they  have  10,000 
feet,  they  don't  concern  themselves  with  its  increase ;  a  curve  with  a 
10,000- foot  radius,  I  mean,  is  so  closely  approaching  a  straight  line 
that  it  can  be  treated  as  a  straight  line. 

Now,  there  is  certain  physical  data  in  regard  to  certain  canals 
which  I  have  compiled  that  is  interesting,  and  I  will  call  atten- 
tion to  a  few  phases  of  it  and  will  leave  this  with  you  to  be  put  in  the 
record.    This  is  existing  and  proposed  canals. 
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General  Davis  read  the  following  table,  explaining  it  to  the  com- 
mittee: 

Existing  and  proposed  canals. 


Unite. 


Total  length |  Mile«... 

Straight  portion ' do... 

Curved  portion do... 

Per  cent  in  curves Percent 

Feet.... 

...do... 
...do... 


Depth 

Least  bottom  width 

Least  width  in  curves. . . 

Least  area  cross  section . 


Total  curvature 

Curves 

These  classified  in  radii: 

Over  14.000  feet 

14.000  U)  12,000  feet... 

12,000  to  10.000  feet. . . 

10.000  to  9,000  feet.... 

9.000  to  8.000  feet 

8.000  to  7,000  feet , 

7,000  to  6.000  feet 

6.000  to  5,000  feet , 

6.000  to  4.000  feet , 

4.000  to  3.000  feet , 

2,000  feet  and  less 

Locks^c , 

Locks,  length  usable 

Locks,  width  usable 


Square 

feet. 
Degrees 
Number 


...do... 

...do... 

...do... 

...do... 

...do... 

...do... 

...do... 

...do... 

...do.. 

...do.. 

...do.. 

...do... 

Feet.. 

...do... 


Panama, 


Kiel 
now. 


49.86 
80.18  i 
19.17 

88.8    I 
I 
40 

150 
150 

8,160 

697 
19 

0 
2 
1 
12 

4 
0 
0 
0 
0 
0 
0 

I 

1,000 
100 


657.89 

C34.23 

r23.66 

40.9 

29.62 

72.17 
76.2 

4,444      \ 


26 

7 
0 
0 

10 
2 
0 
1 
1 
1 
1 
0 
2 
492 

82 


Sues 
now. 


Suez  in    Panama, 
future.a       lock. 


694.76 
81.73 
13.03 
18.4 

31.2 

108.26 

131 
i5,813 
6,026 

467i 
16 

3 
0 
1 
2 
8 
3 
2 
0 
Jl 
0 
0 
0 
0 
0 


94.76 
81.78 
13.03 
13.04  ; 

84.4 

147.68  , 
/016O 
7,741        I 
8.144 

467J 
16 

8 
0 
1 
4 
6 
0 
0 
0 
1 
0 
0 
0 
0 
0 


}«. 


49.72 
42.26 
7.46 
15.00 
<i40 
e45 
200 
A2&0 

160 

637^ 
24 

0 
0 
0 
0 
1 
0 
0 
7 
3 
6 
7 
6 
900 
90 


a  Enlargements  at  Suez  will  not  be  completed  for  several  years. 

6 Total  length  Suez  101.8  statute  mllco.  of  which  9.3K  mile<«  in  lake;  excavated  channel,  94.76  miles. 
cData  respecting  total  curvature  and  cur>-ed  mileage  not  given  in  authority  consulted,  but  are 
estimated  above  at  the  average  of  Suez  and  Panama, 
d  On  lock  sills. 

*  Prisms. 
/About. 

g  Least  width  future  Suez  curves,  approximate. 

*  Approximate. 

Total  length  Kiel  60.89  statute  miles,  of  which  3  miles  in  lake:  excavated  channel.  57.89  miles. 
<  Area  cross  section  6,813  square  feet  at  low  water  and  6.025  oquare  feet  at  high  water. 
iThis  curve  has  only  4.266  feet  radius,  but  its  bottom  width  ih  1.640  feet. 
i^Tide  lock  maximum  lift,  lOk  feet.    Will  be  in  use  only  a  part  of  the  time. 

Panama  lock  plan  proposes  lengths  and  bottom  widths  as  follows: 


Widths  (feet). 

Lengths 

(miles),     j 

1.000 

19.08    ' 

800 

8.86 

600 

12.29 

300 

7.21 

200 

4.*  TO 

Locks, 

etc 

2.58 

Senator  Morgan.  You  have  omitted  entirely  the  canal  at  Nica- 
ragua, which  was  reported  three  times  by  the  same  commission  that 
reported  in  favor  of  the  Panama  lock  canal. 

Senator  Dryden.  That  has  not  been  built  yet,  has  it? 

Senator  Morgan.  The  Nicaragua  Canal? 

Senator  Dryden.  Yes. 

Senator  Morgan.  Nature  has  done  more  toward  the  building  of  it 
already  than  toward  the  building  of  the  Panama  Canal,  and  more 
than  it  ever  will  do  toward  the  building  of  the  Panama  Canal. 
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But  will  you  not  please  take  that  report  of  the  Isthmian  Canal  Com- 
mission, called  the  Walker  Commission,  which  report  was  made, 
you  remember,  three  times,  twice  to  the  President  and  then  again  as 
alternative  proposition  to  the  lock  canal  at  Panama — ^made  three 
times  by  some  commission — will  you  not  take  that  and  put  the  same 
data  with  reference  to  that  canal  upon  this  table  that  you  have  made 
out? 

General  Davis.  I  perhaps  might  not  be  able  to  do  it  to-night,  be- 
cause when  I  get  home  it  will  be  dark;  but  I  can  do  it  in  a  day  or 
two  and  add  it,  if  that  will  answer. 

Senator  Morgan.  Yes;  I  would  be  very  much  obliged  to  you.  I 
just  want  to  preserve  the  history  of  the  situation  a§  we  go  along. 

General  Davis.  There  are  only  a  few  points  more. 

Senator  Ankeny.  What  effect  does  the  wind  have  upon  the  sea- 
level  canal  when  vessels  pass  in  there? 

General   Davis.  Well,  that  is  a  question  that  will  be  hard  to 


I  answer. 


Senator  Akkeny.  You  mention  that  the  Germans  at  Kiel  had  to 
change  their  canal  on  account  of  the  North  Sea  wind. 

General  Davis.  No,  on  account  of  the  effect  of  the  wind  on  the  tide, 
not  on  account  of  the  wind  on  the  ship ;  but  the  effect  of  the  wind  in 
backing  up  the  water.  You  know  the  wind  has  a  decided  effect  in 
backing  up  water. 

Senator  Ankeny.  Yes. 

General  Davis.  That  is  what  I  mean  by  that. 

Senator  Ankeny.  We  haven't  considered  that  at  all  in  any  of  this? 

General  Davis.  No. 

Senator  Ankeny.  Is  it  of  no  consequence? 

General  Davis.  I  would  not  sav  it  is  of  no  consequence.  I  think  it 
is  of  some  consequence.  I  think  it  is  of  consequence  to  any  canal 
which  is  built. 

Senator  Ankeny.  How  about  the  effect  if  we  had  a  flight  of  locks, 
three,  for  instance? 

General  Davis.  I  think  it  would  have  an  effect,  but  it  would  not  be 
serious  for  a  lock  system.  They  have  no  difficulty  of  entering  the 
ships  at  the  Soo  lock  in  all  kinds  of  weather,  and  I  think  they  would 
do  the  same  in  a  lock  canal  down  here. 

Senator  Ankeny.  You  think  that  is  not  a  factor  in  the  business? 

General  Davis.  I  do  not. think  it  is,  sir;  I  do  not  think  it  is  a  seri- 
ous factor.  I  know  the  navigation  ^oes  on  all  the  time  at  the  Soo  and 
they  have  at  times  a  good  deal  of  wind  there.  In  some  of  the  reports 
I  liave  read  about  Suez,  they  discussed  the  winds  at  considerable 
length,  and  I  have  never  heard — and  I  have  read  a  good  deal  about 
il^ — that  the  winds  interfere  with  navigation  at  Suez.  I  know  they 
do  not  interfere  with  it  at  Kiel  or  Manchester.  The  Corinth  Canal 
carries  its  shipping  through  that  narrow  gauge  and  they  have  no 
trouble  there.  I  do  not  think  the  wind  is  anything  serious  to  con- 
sider. Panama  is  gjenerally,  fortunately,  free  from  winds;  that  is, 
free  from  violent  winds;  they  have  the  trade  winds. 

There  is  one  other  matter  wnich  comes  up  in  respect  to  the  require- 
ments of  the  lock  canal  for  lockaj?e  water — ^water  for  lockage  pur- 
poses. I  made  these  notes  to  iflustrate  something  in  that  line. 
Capacity  of  Gramboa  and  Gatun  lakes  to  supply  water  for  lockage 
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furposes.  Summit  level,  85  feet,  or  supposed  to  be  that,  in  each  case, 
know  there  has  been  no  plan  prepared  for  a  lock  canal  with  a  sum- 
mit at  85  feet  that  contemplates  the  use  of  the  Gamboa  water,  but 
this  study  supposes  Gamboa  Lake  to  be  raised  to  170  feet  above 
the  sea.  If  so,  it  would  contain  39,175,000,000  cubic  feet  of  water. 
When  I  say  that  I  mean  that  that  drainage  basin  has  been  surveyed 
just  as  accurately  as  any  piece  of  land  mat  any  of  you  gentlemen 
own.  It  has  been  traversed  in  every  twist  and  turn  by  the  topog- 
raphers, and  they  know  just  where  the  water  level  will  go  for  eacn 
foot  of  that  reservoir  area. 

Senator  Morgan.  That  is  called  "  Gamboa  Lake?  " 

General  Davis.  That  is  called  the  "  Gamboa  Lake."  Estimates 
have  been  made  by  engineers  assigned  to  this  duty  by  Mr.  Wallace, 
and  their  reports  show  the  contents  of  that  reservoir  for  every  foot 
of  elevation  up  to  200  feet.  When  I  say  that  the  Gamboa  Lake 
would  contain  39,000,000,000  cubic  feet  of  water  raised  to  170  feet 
above  sea,  I  base  my  statement  on  the  report  of  these  gentlemen,  who 
have  put  that  particular  figure  down  against  170  as  tne  cubical  con- 
tents of  that  reservoir.  I  think  no  one  will  dispute  the  accuracy  of 
those  figures. 

Now,  suppose  you  wish  to  supply  a  lock  canal  from  that  reservoir 
and  that  the  summit  level  was  85  leet.  I  am  supposing  that  the  res- 
ervior  would  not  be  drawn  down  below  90  feet — ^that  is,  that  there 
would  be  always  5  feet  margin.  So  I  am  supposing  that  this  same 
Gambia  Lake  will  never  go  oelow  90.  The  net  quantity  that  would 
remain  in  that  reservoir  between  90  and  170  is  36,580,000,000  cubic 
feet.  There  is  a  certain  low-water  flow  that  is  going  on  all  the  time, 
and  I  am  supposing  that  the  low  water  continues  for  three  months. 
General  Abbot,  who  has  spent  more  time  in  calculations  in  regard  to 
the  hydrography  of  the  Isthmus  than  anybody  else,  and  whose  work 
is  of  great  merit,  has  stated,  I  think  from  thirteen  years'  observation, 
that  the  low-water  flow  during  the  three  dry-season  months  falls 
down  to  1,176  second-feet,  or  9,145,000,000  cubic  feet.  That  is  com- 
ing in  all  the  time,  and  adding  that  to  the  other  figure,  we  get  a  total, 
then,  as  available  of  45,725.000,000  cubic  feet.  But  there  are  certain 
wastages  and  leakages  by  evaporation  and  percolation,  and  those  are 
estimated  at  748  second-feet,  which  deducted  leaves  a  net  available 
amount  of  39,909.000,000  cubic  feet  of  water. 

The  minority  state  that  the  level  of  the  Gatun  Lake  is  expected  to 
fluctuate,  the  ftiaximum  level  at  the  beginning  of  the  dry  season  stand- 
ing at  86  feet  and  falling  at  the  end  of  that  season  to  82  feet,  the 
fluctuation  amounting  to  4  feet. 

The  waters  contained  between  the  two  levels,  as  stated  above,  plus 
the  increment,  due  to  the  low-water  flows  of  the  river  minus  the  losses 
by  evaporation,  leakage,  infiltration,  waste,  and  use  for  power  pur- 
poses, as  computed  from  the  data  given  by  the  minority,  page  75,  is 
10,498,000,000  cubic  feet,  which  quantity  is  stated  by  them  to  oe  suffi- 
cient for  26  lockages  per  day  for  three  months. 

If  the  lock  canal  were  so  constructed  as  to  obtain  its  water  supply 
from  the  proposed  Gamboa  reservoir  the  water  would  be  sufficient  for 
98  lockages  per  day  for  three  months,  so  sufficing  for  a  tonnage  3.7 
times  greater,  and  this  without  building  the  Alhajuela  dam,  as  con- 
templated by  the  minority,  as  an  ultimate  proposition. 
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Simply  as  a  question  of  stora^,  now,  and  as  having  nothing  to  do 
with  locks,  I  have  here  some  fagures  as  to  the  storage  capacity  of 
Gamboa  Lake.  The  two  parts  of  the  Board,  the  minority  and  the 
majority',  treat  the  Chagres  River  from  two  standpoints,  separate  and 
distinct.  The  majority  treat  the  Chagres  River  as  a  nuisance  to  be 
gotten  rid  of  the  best  way  we  can.  The  minority  treat  it  as  entirely 
essential  to  their  plan  to  supply  water  for  lockage.  If  they  could  not 
have  that  river  to  supply  the  water,  they  would  be  in  a  bad  way.  If 
we  did  not  have  the  river  for  the  sea-level  purposes,  we  would  be  in 
a  very  pleasant  frame  of  mind.  But  it  is  there  and  it  has  got  to  be 
controlled. 

Xow,  these  figures  are  to  show  to  what  extent  the  devices  of  the 
majority  will  anect  its  control. 

The  capacity,  computed  from  actual  survey  of  the  lake  between 
level  80  and  170  feet  above  sea  level  is,  in  round  numbers,  38,- 
000,000,000  cubic  feet.  The  mean  or  average  gauged  flow  of  the 
Chagres  River  at  Gamboa,  as  determined  by  General  Abbot,  is  3,164 
cubic  feet  per  second.  That  total  flow  for  one  year  would  therefore 
be,  in  cubic  feet,  365  by  24  by  60  by  60  by  3,164,  or  99,779,904,000 
cubic  feet.  The  lake  would  therefore  contain  nearly  one-third  the 
entire  year's  flow,  floeds  excluded,  without  any  discharge. 

The  greatest  flood  in  the  Chagres  that  has  been  heard  of  in  fifty 
years  was  the  one  in  1879,  when  the  water  rose  about  36  feet  at 
Gamboa  at  its  maximum,  remaining  at  the  level  for  a  very  short  time. 
General  Abbot  computes  this  flood  as  sending  out  an  average  of  65,260 
cubic  feet  per  second  for  a  period  of  forty-eight  hours.  This  quan- 
tity is  48  by  60  by  60  by  65,250,  or  11,275,100,000  cubic  feet.  If  mean- 
while there  had  been  discharging  through  the  regulating  works  15,000 
cubic  feet  per  second,  the  total  tor  forty-eight  hours  would  be  48  by 
60  by  60  by  15,000,  or  2,592,000,000  cubic  feet  and  the  part  of  the  flood 
stored  would  be  8,683,100,000  cubic  feet. 

Supposing  the  level  of  the  reservoir  to  be  standing  at  80  when  the 
flood  b^an,  the  flood  would  raise  the  water  in  the  lake  to  about 
+  119  above  sea,  and  there  would  still  be  a  remaining  capacity  for 
more  than  four  more  floods  of  the  same  volume  before  reaching  170. 
But  supposing  there  was  no  discharge  through  the  regulating  works 
while  tne  flood  continued  and  the  whole  should  be  drawn  off  at  the 
rate  of  15,000  second-feet  (which,  be  it  remembered,  includes  3,164 
second- feet  representing  the  mean  flow),  and  it  would  only  take 
about  ten  days  to  spill  3iis  phenomenal  flood. 

It  should  not  be  forgotten  that  we  have  very  complete  data  for  the 
flow  of  the  Chagres  at  Gamboa  more  than  for  any  other  station  on 
the  Isthmus.  The  data  of  actual  gaugings  available  to  the  computer 
covered  all  the  years  from  1890  to  1904,  both  inclusive,  and  for  every 
rtionth  of  the  one  hundred  and  eighty  save  nine. 

It  may  be  deduced  from  the  above  that  a  dam  with  crest  at  160 
and  water  level  at  150  might  be  adequate  to  meet  the  necessities  of 
the  case.  Its  storage  capacity,  between  80  and  150,  would  be  nearly 
24,000,000  cubic  feet,  or  double  the  storage  necessary  to  store  two 
maximum  floods. 

Those  are  the  principal  matters,  gentlemen,  that  I  had  prepared 
myself  on.  I  have  covered  a  good  deal  of  ground,  perhaps,  or  I 
have  tried  to. 
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Senator  Morgan.  I  suppose  we  have  now  gotten  through  with  the 
main  discussion 

Senator  Kittredge.  I  should  think  this  would  be  a  good  point  to 
adjourn. 

Senator  Morgan.  I  would  suggest  that  if  Oeneral  Davis  is  through 
with  his  statement  I  would  like  to  ask  him  one  preliminary  question, 
turning  his  attention  to  the  government  of  the  canal. 

Is  there  any  canal  zone  at  ouez? 

General  Davis.  Yes ;  there  is  a  canal  zone  from  the  franchise  which 
the  Khedive  gave  to  De  Lesseps. 

Senator  Morgan.  What  is  the  width? 

General  Davis.  Very  irregular  in  width.  I  could  not  tell  you  its 
width  or  shape,  but  in  some  places  the  area  over  which  the  Suez  Com- 
pany has  fiscal  control — ^they  have  no  judicial  control  anywhere 

Senator  Morgan.  That  is  what  I  wanted  to  get  at. 

General  Davis.  No;  thev  have  not. 

Senator  Morgan.  And  they  have  no  military  control? 

General  Davis.  No. 

Senator  Morgan.  And  have  no  other  control  except  such  as  is  fur- 
nished by  the  laws  of  Egypt? 

General  Davis.  Yes ;  that  is  all. 

Senator  Morgan.  That  is  all  I  wanted  to  get  at  as  a  preliminary. 
1  wanted  to  ask  you  whether  the  area  of  the  country  through  which 
this  canal  runs  is  at  all  populated. 

General  Davis.  There  are  three  cities — ^Port  Said,  with  fifty  or 
sixty  thousand ;  Ismailia,  with  about  8,000,  and  the  so-called  "  city 
of  Suez,"  on  the  Red  Sea,  with  three  or  four  thousand  inhabitants. 
There  are  no  other  inhabitants  along  the  line  of  the  canal;  it  is  a 
desert.  The  water  is  brought  from  the  Nile  to  supply  theSfe  cities 
and  also  to  supply  a  few  gardens  and  a  few  little  parks  in  those  towns. 

Senator  Morgan.  I  merely  wanted  to  get  at  the.  question  of  how  it 
was  governed  and  by  whom. 

General  Davis.  There  are  several  q^uestions  that  are  analogous  to 
this  type  of  canal,  and  I  have  made  a  list  of  some.  I  have  made  these 
titles:  Earthquakes,  Military  questions  affecting  type.  Submerged 
land.  Malicious  destruction  of  the  canal  possible.  Time  or  metiiod  of 
construction,  Panama  Railroad  management.  Those  are  a  few  of  the 
headings. 

Senator  Morgan.  We  will  go  over  those  before  we  close  your  ex- 
amination. We  will  take  them  up  in  such  order  as  the  members  of 
the  committee  may  prefer. 

The  Chairman.  Are  you  through  with  the  gentleman  for  this 
evening? 

Senator  Morgan.  Yes. 

(Thereupon,  at  4.20  o'clock,  the  committee  adjourned  until  to- 
morrow, Friday,  March  30,  1906,  at  10.30  o'clock  a.  m.) 
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Commercial  vessels  over  lg,000  gross  tonnage. 
[Principally  from  Lloyd's  Register.  1905-6.] 


Name. 


I    Gross 
tonnage. 


Dimensions. 


Length.  |  Breadth. 


Mauritania  (unflniithed) .. 

Lusitania  ( unfinished ) 

KaSserin  A.  Vic.  (nnfin- 
liihed). 

Adriatic  (unfinished) 

Baltic 

Amerika 

Cedric 

CelUc 

Minnesota 

Dakota 

Carmania 

CAronia 

KaU*rW.  II 

Oceanic 

Deut<«chland 

Arabic ^ 

La  Provence 7 

Republic 

Knm  Prlnz  Wm 

KaiyerW.  derG 

Saxonia 

Ivemia 

Mongolia 

Manchuria 

Carpathia 

Creilc 

Patricia 

Minnehaha 

Minneapolis 

Minnetonka 

Pfuniiylvania 

Pretoria 

Graf  Waldersee 

Groa'^er  Kurfun^t 

Cymric 

Kenil worth  Castle 

Amadale  Castle 

Lucania 

CAmpania 

Walmer  Castle 

Fionland 

Kroonland 

Suevic 

Runic 

Saxon  

N<iordam 

I*o  tidam 

Rljndam 

Kaiser  Fredrich 

Moltke 

Blucher  

Ionic 

Barbaroraa 

Athenic 

Canopic 


33.200 

88,200 

l>25,000 

l»25,000 
23,876 
22.250 
21,035 
20,9(M 
20.718 
20,714 
19.594 
19,594 
19,361 
17,274 
16,502 
15,801 
15.000 
16.378 
14,908 
14.349 
14.281 
14  058 
13,639 
13.689 
13,5&l 
13,518 
13,424 
13.403 
13.4U1 
13,398 
13,333 
13.234 
13.198 
13.182 
13.096 
12.976 
12,973 
12.962 
12.950 
12,546 
12,760 
12,760 
12.500 
12,482 
12.385 
12.531 
12.532 
12,527 
12.480 
12.835 
12,334 
12.232 
10,915 
12,284 
12,097 


787.6 
787.6 
727.6  I 

727.6 
709.2 
670.5 
680.9 
680.9 
622.0 
622.0 
650.0 
650.0 
684.3 
685.7 
660.9 
600.7 
607.0 
570.0 
687.3 
626.7 
580.0 
582.0 
600.0 
600.0 
540.0 
582.0 
560.3 
600.7 
600.7 
600.7 
550.4 
561.0 
561.2 
560.6 
585.5 
570.2 
570.1 
601.0 
601.0 
570.5 
560«0 
560.0 
^'l0.2 
550.2 
670.5 
550.3 
550.0 
N50.8 
581.7 
625.6 
625.6 
500.3 
626.3 
500.3 
678.3 


Feei. 
88.0 
88.0 
77.6 

75.6 
75.6 
74.6 
75.8 
76.3 
73.5 
73.5 
72.2 
72.2 
72.3 
68.8 
67.5 
65.5 
61.7 
67.8 
66.3 
66.0 
^.2 
64.9 

65.3  I 
64.5  I 

60.3 ; 

62.3  I 

66.5 

65.5 

65.6 

62.2 

62.3 

62.2 


Molded 
depth. 


,  I 


64.3 
64.7 
61.5 
6.5.2 
65.2 
64.4 
60.2 
60.2 
63.3 
63.3 
64.4 
62.3 
62.0 
62.3 
63.7 
62.3 
62.3 
63.3 
60.0 
63.3 
59.3 


Maximum 
draft. 


Feet. 
60.6 
60.6 
54.0 

49.0 
52.6 
48.4 
44.1 
44.1 
41.5 
41.6 
40.2 
40.2 
40.2 
44.6 
40.8 
47.6 
38.0 
d24.0 
39.3 
39.0 
38.4 
37.8 
31.1 
31.1 
87.4 
38.3 
37.1 
39.5 
39.7 
39.7 
30.0 
87.9 
37.7 
36.9 
37.9 

38.7  I 
39.0 

87.8  I 
37.8 
38.6  I 
38.4 
38.4 
39.9 
39.9 
38.6 
84.0 
34.6 
34.6 
37.9 
35.6 
36.6 
39.0 
34.6 
39.0 
35.8 


FeH, 
a  87.0 
0  37.0 
«87.0 

O87.0 

087.8 

0  84.67 

a86.93 

a86.77 

C30.58 

080.58 

C29.62 

029.62 

a80.0 

a36.7 

029.7 

033.0 

028.0 


aSO.O 
a29.26 
028.3 
028.26 
022.92 
0  22.92 
0  27.56 
028.22 
027.34 
0  29.11 
029.26 
0  29.26 
0  22.11 
0  27.93 
0  27.78 
a  26. 18 
0  31.05 
028.33 
0  28.74 
0  28.25 
0*28.25 
028.44 
C28.3 
0  28.3 
0-29.4 
029.4 
0-28.44 
0  25.06 
0  25.5 
0*25. 50 
0  27.93 
026.23 
0  26.23 
0  28.74 
0  25.59 
0  28.74 
026.38 


Speed. 


Knoti. 
24 
24 


17 


17 
17 
Mi 
14* 
19 
19 
20 
20 
20 
16 


Flag. 


British. 
Do. 
German. 


British. 
Do. 
German. 
British. 
Do. 
American. 

Do. 
British. 
Do. 
German. 
British. 
German. 
British. 
French. 
British. 
German. 

Do. 
British. 
Do. 
American. 

Do. 

British. 

Do. 

13i  German. 
16  I  British. 
16  Do. 

16  '         Do. 
181;  German. 
13i  Do. 

1311         Do. 
13i  Do. 

15  I  British. 
17f         Do. 


17il 

22 

22 

17*; 


Do. 
Do. 
Do. 
Do. 


16  '  American. 


16 


Do. 


13  1  British. 


13 
17* 


Do. 
Do. 


16  ;  Dutch. 


15 

16  I 


Do. 

I         Do. 

I  German. 
16i;  Do. 
Uk\  Do. 
13  I  British. 
151  German. 
13  i  British. 
16  !         Do. 

I 


a  Reported  draft  as  stated  by  owners. 
*  Approximatelv. 

o  Estimated  draft  as  computed  by  ratio  of  molded  depth  to  draft  In  case  of  12  vessels  whose  draft 
is  stated  above:  molded  depth  x0.787=draft. 
d  Depth  as  stated  in  Lloyds,  probably  an  error. 

Grosser  Kurfuist  and  Barbaroosa  have  passed  Suez  Canal. 
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Naval  vessels  of  14,000  tons  and  over. 
[Displacement  Clowes'  Naval  Pocket  Book,  1905.] 


Name. 


Flag. 


Lord  Nelson British 

Agamemnon do. 

Africa do . 

Britannia do  . 

Hiberuia do . 

New  Zealand ' do  . 

Hindustan I do  . 

King  Edward , do  . 

Dominion do. 

Commonwealth do . 

Queen do  . 

Prince  Walts do  . 

London , do  . 

.do., 
-do. 
dd. 


Bui  wark 

Venerable 

Formidable 

Irresistible , do 

Implacable do 

Cffisar do 

Hannibal ' do 

Illustrious ; do  _ 

Jupiter ' do  . 

Mara do  . 

Prince  George do  . 

Victorious do . 

Magnificent , do  . 

"'"-—-  do . 

do. 

do. 

do. 

do. 

do. 

do. 

do. 

do. 

do. 

do. 


Majestic 

Duncan 

Comwallis 

Exmouth 

Russell 

Albemarle 

MoutJigu 

Empress  India 

Raraillies 

Repulse 

Resolution 

Revenge I do 

Royal  Oak I do 


Royal  Sovereign 

Hood 

Minotaur 

Defence 

Shannon  

Drake 

King  Alfred 

Leviathan 

Good  Hopeb 

Terrible  ft 

Powerful 

R^publique 

Patrie 

Justice 

D^mocratie 

V<Jrit6 

Sardegna 

Lepanto 

Italia 

Katori 

Kashimi 

Mikasa 

Asahi 

Shikishima 

Imp.  Pavel  I 

And.  Pervosvanni 
New  Hampshire.. 

Kansas ' do 

Minnesota do 

Vermont ! do 

Connecticut ' do 

Louisiana ' do 

Virginia do 

Rhode  Island ■ do 

New  Jersey ' do 

N  ebraska do 

Georgia ' do 


do 

do 

do 

do 

do 

....do 

....do 

do 

....do 

....do 

....do 

French.... 

....do 

....do 

....do 

....do 

Italian  .... 

....do 

....do 

Japanese  . . 

do 

....do 

....do 

....do 

Russian  ... 

....do 

American  . 


Dimensions 

Displace- 



TonB. 

Length. 

Beam. 

Draft. 

Feci. 

Feet. 

FeeL 

10,500 

410 

79.5 

27 

16,600 

410 

79.5 

27 

16,850 

453.75  ■ 

78 

26.75 

16,350 

453.75, 

78 

26.75 

16,350 

453.75  1 

78 

26.75 

16,350 

453.75  1 

78 

26.75 

16,350 

46:^.  75  , 

78 

26.75 

16,850 

463.75 

78 

26. 75 

16,350 

453.75 

78 

26.75 

16,350 

453. 75  1 

7S 

26.75 

16,000 

400 

75 

a  27. 75 

15,000 

400 

75 

a  27. 76 

15,000 

400 

75 

a  27. 75 

15,000 

400 

76 

a  27. 75 

15,000 

400 

75 

a  27. 75 

15,000 

430 

75 

0  27.75 

15,000 

430 

75 

a27.75 

15,000 

430 

75 

"27.76 

14,900 

418 

75 

27.50 

14,900 

413 

75 

27.50 

14.900 

413 

75 

27.50 

14,900 

413 

75 

27.50 

14,9110 

413 

75 

27.50 

14,900 

413 

75 

27.50 

14,900 

413 

75 

27.50 

14,900 

413 

75 

27.50 

14,900 

413 

75 

27.50 

14,000 

429 

75.5 

26.50 

14,000 

429 

75.5 

26.5 

14.000 

429 

75.5 

26.5 

14,000 

429 

75.5 

26.5 

14,000 

429 

75.5 

26.5 

14,000 

429 

75.5 

26.5 

14, 150 

380 

75 

27.5 

14.150 

380 

75 

27.5 

14,150 

380 

76 

27.5 

14.150 

380 

75 

27.5 

14.150 

380 

75 

27.6 

14, 150 

380 

75 

27.5 

14.150 

380 

75 

27.5 

14,150 

880 

75 

27 

14,600 

490 

74.6 

26 

14,600 

490 

74.6 

26 

14,600 

490        , 

75.6 

25 

14,100 

529.5 

71 

26 

14,100 

529.5 

71 

26 

14,100 

629.6 

71 

26 

14,100 

529.5 

71 

26 

14,400 

538 

71 

80 

14,400 

638 

71 

3D 

14.865 

489 

79.5 

27.2 

14,865 

489 

79.5 

27.2 

14.866 

489 

79.6 

27.2 

14,865 

489 

79.5 

27.2 

14,865 

489 

79.5 

27.2 

14.800 

411 

76.75 

28.5 

15,900 

400.5 

74 

31.2 

16.654 

400.5 

74 

31.2 

16,600 

455 

78.2 

26.66 

15.200 

482 

76 

27.25 

15,200 

482 

76 

27.25 

15.200 

425.5 

75. 5 

27.2 

16,000 

425.5 

75.5 

27.2 

16.000 

430 

80 

26 

16,000 

480 

80 

26 

17,650 

456.3 

76.8 

0  26.75 

17,650 

456.3    , 

76.66 

a  26. 75 

17,650 

456.3 

76.66 

0  26.75 

17,650 

456.3 

76.66 

«26.75 

17,650 

456.8 

76,83 

a  26. 75 

17,650 

456.8 

76.83 

0  26,75 

15,800 

485 

76.88 

o26 

15,300 

435 

76.88 

026 

15.300 

485 

76.88 

o26 

15,300 

485 

76.83 

026 

15,300 

485 

76.83 

o% 

o  Maximum  draft. 


ft  Has  passed  through  the  Suez  Canal. 
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Name. 

Fla«. 

Dfsplace- 
ment. 

Dimensions 
Length.      Beam. 

Draft. 

Feet. 
23.6 

Kentucky  « 

American 

do 

Towi.    j 
11,540  < 
14,600  ' 
14,500 
15,950 
15,950 
14,000 
14,000 

Feet. 

376 

502 

502 

504.5 

604.5 

602 

502 

Feet 
72.08 

North  Carolina 

70 

70 

72.9 

72.9 

70 

70 

fr26.5 

Montana 

do 

b26  5 

Tennenee 

do 

^27.2 

Washington 

do 

fe27.2 

California 

do 

^26.5 

SoQth  Dakota 

do 

628.5 

a  Kentucky  passed  Suez  Canal  In  1902. 
p  c— VOL  8—06 18 


6  Maximum  draft. 


ISTHMIAN  CANAL. 


Committee  on  Interoceanic  Canals, 

United  States  Senate, 
Washington^  D.  C.^  Friday^  March  SO^  1906. 
The  committee- met  at  10.30  o'clock  a.  m. 
I  Present:  Senators  Millard  (chairman),  Kittredge,  Dryden,  Hop- 

kins, Enox,  Ankeny,  Morgan,  Taliaferro,  and  Simmons. 

STATEMEITT  OF  MAJ.  GEH.  GEOEGE  W.  DAVIS,  U.  S.  AKMY 
(EETIEED)— Continued. 

The  Chaibman.  General,  we  are  ready  now  to  have  you  proceed,  if 
you  have  any  further  statements  to  make. 

Senator  KirrRBDOE.  General,  do  you  tJiink  this  work  should  be  con- 
structed by  contract  or  directly  by  the  Government? 

General  Davis.  I  feel  that  there  is  no  doubt  that  the  interests  of 
the  United  States  will  lie  in  having  this  work  done  by  contract 
throughout.    I  think  there  is  no  doubt  of  it. 

Senator  Kittredge.  In  what  manner  would  you  suggest  that  the 
contract  be  made,  or  propositions  for  a  contract? 

General  Davis.  I  would  of  course  first  have  careful  specifications 
of  the  work  made.  I  think  that  Mr.  Stevens  has  stated  in  his  testi- 
mony before  your  committee  that  he  can  prepare  specifications  for  the 
canal  in  a  month.  I  believe  I  have  read  such  a  statement  of  his ;  and 
I  would  have  those  specifications  prepared.  I  should  offer  the  work 
to  contractors  on  the  basis  of  payment  by  unit  quantity,  our  engineers 
to  determine  what  those  unit  quantities  are.  The  specifications  should 
state  how  far  away  the  material  is  to  be  carried — ^that  is  to  say,  some 
maximum  haul,  perhaps,  or  else  there  should  be  a  condition  requiring 
that  the  material  excavated  should  be  so  deposited  away  from  the 
line  of  the  canal  as  to  insure  no  possibility  of  its  return  to  the  line  of 
the  canal,  and  that  to  be  settled  oy  the  dicta  of  the  Government's  en- 
gineers. 

If  locks  are  to  be  built,  they  ought  to  be  described  in  as  much 
detail  as  will  enable  the  contractor  to  tell  what  unit  price  to  bid  on 
yards  of  cement,  cubic  feet,  or  yards  of  cut  granite  for  copings,  etc., 
what  price  to  bid  per  pound  for  wrought  iron  or  steel  used  in  the 
lode  gates  when  they  are  finally  incorporated,  etc.;   and  all  the 
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machinery  should  be  so  described  that  they  can  give  unit  estimates  on 
it.  The  matter  of  machinery  is  not  so  important,  however;  that  can 
be  deferred  a  long  time. 

The  specifications  should  recite  where  the  material  taken  from  these 
dredged  entrance  channels  is  to  be  deposited.  If  jetties  are  to  be 
built,  the  specifications  should  state  to  what  size  they  are  to  be  car- 
ried. Then  I  would  allow  the  contractor  entire  freedom  of  scope  as 
to  where  he  should  get  that  material  and  as  to  where  he  should  get 
his  labor.  I  should  tie  him  up  with  no  conditions  whatever,  and  I 
should  turn  over  the  Panama  Railroad  to  him  as  a  tool  for  him  to  use 
absolutely.  Of  course  I  should  get  a  complete  list  of  all  the  fixed 
and  movable  property,  appraise  its  value  when  it  was  turned  over  to 
him,  and  under  his  contract  require  certain  conditions  to  be  fulfilled 
with  respect  to  the  return  of  that  property  when  his  contract  should 
be  finished.  Of  course  a  large  part  of  it  would  be  worn  out;  but  that 
would  be  expected. 

Senator  Knox.  Would  that  contemplate  abandoning  the  commer- 
cial use  of  the  railroad  ? 

General  Davis.  No,  sir ;  I  think  not.  I  should  delegate  to  this  con- 
tractor the  privileges  which  the  United  States  enjoys  oy  virtue  of  its 
ownership  of  the  Panama  Railroad  in  respect  to  the  earnings  it  may 
secure,  and  should  also  transfer  to  him  the  obligations  which  the 
United  States  has  assumed  and  put  him  in  the  light  of  a  man  holding 
a  franchise 

Senator  Knox.  A  temporary  lessee,  as  it  were? 

General  Davis.  Yes,  sir ;  a  temporary  lessee ;  and  require  him  to  do 
that  commercial  work.  I  should  treat  the  commercial  work  as  a 
transfer  proposition  pure  and  simple,  just  as  Dodd's  Express  or 
Westcott's  Express,  in  New  York  City,  is  managed. 

Senator  Ankeny.  Do  you  contemplate  one  large  contract  or  numer- 
ous small  ones? 

General  Davis.  One  large  contract. 

Senator  Ankeny.  For  the  whole? 

General  Davis.  For  everything;  and  I  should  require  a  bond  of 
ten  or  fifteen  or  twenty  millions,  or  fifty  millions. 

Senator  Ankeny.  Whatever  is  necessary  ? 

General  Davis.  Yes,  sir;  there  will  be  no  trouble  in  obtaining  a 
perfectly  satisfactory  bond  of  that  sort. 

Senator  Morgan.  JBut  in  that  case  there  would  be  no  competitors! 

General  Davis.  Oh,  yes,  Senator ;  I  think  there  would  oe.  I  be- 
lieve that  if  you  should  offer  that  work  to  contract  on  that  basis,  you 
would  have  half  a  dozen  bids  from  this  country  and  Europe.  I  am 
confident  of  that. 

Senator  Morgan.  But  our  people  probably  would  not  consent,  Gen- 
eral Davis,  to  have  a  European  contractor  work  out  that  job. 

General  Davis.  I  do  not  think  it  is  desirable;  but  European  con- 
tractors are  building  railroads  in  the  United  States.  A  EuroBean 
chief  engineer  is  putting  the  tunnel  under  the  East  River  in  New 
York  for  the  Pennsylvania  Railroad  to-day. 

Senator  Morgan.  But  they  are  not  Government  works? 

General  Davis.  No,  ar. 

Senator  Dryden.  Will  you  state  what  advantage  you  think  there 
will  be  in  having  it  all  let  by  one  contract  rather  man  by  a  number? 
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General  Davis.  You  would  have  one  man  to  deal  with;  you  would 
have  no  issues,  no  questions,  no  controversies  between  several  con- 
tractors. I  can  see  that  there  would  be  a  good  many  conflicts  between 
the  smaller  contractors  if  there  are  several  of  them.  It  has  been 
suggested  by  some  that  there  might  be  a  dozen  principal  contracts, 
but  if  one  man  is  building  locks,  he  wants  to  get  mat^al  for  those 
locks;  he  wants  to  get  some  of  it  from  abroad ;  he  wants  to  ^et  some 
of  it  from  the  Isthmus,  and  he  wants  to  hire  labor.  He  needs  to  use 
in  the  construction  of  those  locks  some  of  the  very  same  material  that 
will  be  taken  out  of  the  Culebra  or  some  other  excavation.  If  he  is 
working  for  one  principal  contractor,  that  can  all  be  arranged  with 
the  greatest  facihty  between  those  two  men,  while  if  he  is  contract- 
ing directly  with  the  Government,  and  the  man  that  is  excavating 
the  Culebra  is  working  for  the  Government,  and  the  man  that  is 
building  the  jetties  in  tne  harbor  of  Colon  is  working  directlv  under 
the  Government,  all  correspondence  and  all  negotiations  between 
those  men  wiU  have  to  be  carried  through  this  third  party,  the 
engineer  representing  the  Government  I  think  it  would  facilitate 
the  work  greatly  to  eliminate  that  "  loop." 

Senator  Dbtden.  I  agree  with  you  in  that  view.  I  suppose  your 
anticipation  would  be  that  the  main  contractor  would  sublet  con- 
tracts! 

General  Davis.  Oh,  of  course;  of  course. 

Senator  Dryden.  But  the  great  diflference  would  be  that  there 
would  be  one  supreme  authority  in  the  contract? 

General  Davis.  That  is  it ;  that  is  the  way  I  feel  about  it. 

Senator  Dryden.  AVho  could  actually  dictate  the  relations  between 
these  subcontractors  and  what  their  responsibilities  and  duties  were? 

General  Davis.  I  see  no  difficulty  in  meeting  the  point  that  Senator 
Morgan  raises  by  inviting  bids  from  American  citizens  only  and 
specifying  that  all  material  used  should  be  of  American  origin. 
There  is  no  objection  to  that,  if  the  Congress  wishes  to  put  in  that 
condition. 

Senator  Morgan.  I  am  not  to  be  understood  as  advocating  that; 
but  at  the  same  time  I  am  quite  sure  that  it  will  create  a  great  deal 
of  controversy  in  the  United  States. 

The  Chairman.  There  are  contractors  in  this  country,  Senator, 
who  could  carry  on  that  work  just  as  well  as  those  abroad. 

Senator  Dryden.  Of  course  General  Davis  contemplates  that  this' 
main  contract  would  be  open  for  bids  to  all  contractors  who  have 
the  means  and  facilities  and  the  ability  to  take  and  carry  on  a  con- 
tract of  that  kind,  so  that  I  think  it  could  hardly  be  said  that  it  was 
so  limited  that  it  was  not  thrown  open  to  responsible  and  fair  compe- 
tition ? 

General  Davis.  Yes,  sir.  I  think  you  will  get  three  or  four  bids 
from  American  contractors  for  the  whole  work  from  responsible 
people — two  or  three,  anyhow.  I  am  confident  you  will  get  two  or 
three. 

The  Chairman.  Do  you  understand  that  there  are  contractors 
abroad  that  would  have  greater  facilities  for  carrying  on  this  work 
than  those  in  this  country? 
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General  Davis.  I  should  say  generally,  yes,  because  I  know  thai 
in  Europe  the  habit  is  to  do  these  works  by  contract  in  a  very  large 
way.  For  example,  there  is  the  contracting  firm  of  Pearson  &  Com- 
pany that  is  just  now  finishing  the  Tehuantepec  Railroad.  That  is  a 
matter  of  some  fifteen  or  twenty  million  dollars.  They  are  carrying 
on  that  work  and  are  just  completing  it  now.  Then  take  the  Argen- 
tine works,  the  harbors  in  the  Argentine  Republic  (I  refer  to  Buenos 
Ayres) ,  a  work,  the  cost  of  which  has  run  up  to  fiftj  or  sixty  million 
dollars;  it  has  all  been  done  by  contract;  the  engmeering  has  been 
done  by  contract. 

The  Assouan  dam  is  a  peculiar  case.  The  Egyptian  government 
did  not  have  the  money  to  build  the  Assouan  dam.  They  borrowed 
up  to  the  limit  of  their  authorization  to  borrow.  They  were  tied  up; 
they  could  not  get  any  more  credit,  and  they  wanted  the  Assouan 
dam  made.  They  said  to  a  contractor  by  the  name  of  Coode,  I 
think — I  am  not  quite  certain — ^"  Will  you  build  the  Assouan  dam 
and  furnish  the  money  yourself,  and  take  your  pay  in  annuities?  " 
He  said :  "  Certainly ;  I  am  perfectly  ready  to  ao  that."  He  went 
to  work,  made  a  contract  with  the  Egyptian  government,  approved 
by  Lord  Cromer,  and  proceeded  to  bufld  the  Assouan  dam,  and  built 
it  inside  of  the  time  tnat  he  contracted  for.  He  did  his  own  engi- 
neering and  turned  over  the  completed  work;  and  he  is  to  receive 
$200,000  a  year  for  a  certain  number  of  years — I  have  forgotten  the 
number — and  that  pays  for  the  dam. 

Senator  Knox.  That  is  more  in  the  nature  of  a  concession  than  a 
contract? 

General  Davis.  Rather  more  so;  but  still  he  did  the  work.  He 
took  the  risks. 

The  Chairman.  Where  does  he  get  labor — aright  where  he  is  con- 
structing the  dam  ? 

General  Davis.  Oh,  he  got  the  labor  in  Egypt — ^the  fellaheen  of 
Egypt. 

The  Chairman.  But  what  would  be  the  result  in  Panama,  as  to 
labor  there? 

General  Davis.  I  think  the  contractor  ought  to  have  freedom  to  go 
where  he  pleases  to  get  his  labor. 

The  Chairman.  To  go  wherever  he  saw  fit,  and  to  get  any  kind  of 
labor? 

'  General  Davis.  Our  trade  unions  here  do  not  want  to  go  to  Panama 
to  work.  Even  our  negroes  in  the  South  are  not  begging  for  the 
privilege  of  going  down  there  to  work.  They  are  not  askmg  for  it 
or  even  offermg  to  go. 

The  Chairman.  I  think  the  trade  unions  have  made  some  sugges- 
tions as  to  the  work  at  Panama. 

General  Davis.  I  have  read  in  the  papers  that  thev  have. 

The  Chairman.  As  to  the  hours,  and  the  kind  of  labor  that  should 
be  employed. 

General  Davis.  I  have  read  that  they  have;  yes,  sir. 

The  Chairman.  But  jrour  idea  would  be.  General,  I  think,  to  throw 
the  work  open  to  any  kind  of  labor? 
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Greneral  Davis.  I  think  the  contractor  ought  to  have  the  privilege 
of  getting  his  labor  where  he  pleases. 

Ine  Chaibman.  And  to  fix  the  hours,  too? 

Greneral  Davis.  I  think  he  ought  to  fix  his  own  hours  of  work. 
I  remember  here  last  winter,  indeed  in  this  city,  to  have  made  a  visit 
to  the  bridge  that  is  being  built  over  Bock  Creek,  and  I  asked  the 
engineer  officer  if  the  ei^ht-hour  law  bothered  him  at  all.  He  said 
no;  that  that  law  applied  to  their  own  employees  that  were  paid 
from  the  Government  pay  roll,  but  that  the  contractor  paid  no  atten- 
tion to  it.  I  said:  "Why,  I  do  not  understand  that.  I  do  not 
understand  how  he  has  escaped  conformity  with  the  law."  He  said : 
"  The  law  happens  to  be  so  framed  that  no  penalty  is  provided  for  its 
infraction,  ana  the  contractor  knows  that,  and  he  proceeds  without 
any  regard  to  it." 

That  is  in  the  District  of  Columbia.  I  am  not  vouching  for  the 
accuracy  of  the  statement;  I  only  know  that  I  was  so  torn  by  the 
engineer' in  charge. 

Senator  Taliaferro.  .Do  yoii  think.  General  Davis,  that  if  this 
work  is  done  by  contract  the  railroad  should  be  turned  over  to  the 
contractor? 

General  Davis.  I  do  not  see  how  you  can  help  it.  I  do  not  see  how 
you  can  help  it. 

Senator  Ankeny.  You  would  not  disturb  the  conmiercial  business? 

General  Davis.  Oh,  no,  sir;  no,  sir. 

Senator  Ankeny.  The  contractor  would  regulate  his  own  work  to 
the  railroad  business? 

General  Davis.  I  think  if  he  was  a  wise  contractor  he  would  take 
very  good  care  to  increase  it.  He  would  seek  to  increase  that  com- 
mercial work  if  he  was  a  wise  man. 

Senator  Taliaferro.  It  would  be  your  idea,  however,  that  the 
Government  should  fix  the  commercial  rates  ? 

General  Davis.  Oh,  of  course  they  should  fix  an  upset  price  which 
should  not  be  exceeded  for  the  transfer  of  freight  across  the  Isthmus. 

Senator  Taliaferro.  So  as  not  to  discourage  that  business? 

General  Davis.  So  as  not  to  discourage  it;  no,  sir;  and  then  com- 
pel him  to  handle  it  and  put  him  under  penalties  for  failure  to  do  so. 

Senator  Taliaferro.  And  give  him  the  profits? 

General  Davis.  And  give  him  the  profits — oh,  yes.  He  ought  to 
have  the  reward  if  he  incurs  the  responsibility. 

Senator  Taliaferro.  Ordinarily,  of  course,  the  Government  would 
be  entitled  to  something  for  the  use  of  its  property. 

General  Davis.  Speaking  of  other  engineering  works,  the  jetty  at 
Colombo  is  one  of  the  greatest  pieces  of  engineering  in  the  world. 
There  is  scarcely  any  exceeding  it  in  importance.  You  have  there  a 
jetty  built  of  solid  masonry  that  has  to  meet  the  whole  northeast  mon- 
MX)n  of  the  Indian  Ocean.  I  have  seen  waves  dashing  against  that 
jetty  and  rising  a  hundred  feet  into  the  air,  with  a  noise  like  the  boom- 
ing of  a  cannon,  when  thejr  pounded  away  at  that  jetty.  -  That  was  all 
built  by  a  contracting  engineer.  Sir  John  Coode  &  Co.,  of  England. 

The  contracting  engineers  of  Europe  have  had  a  scope  much 
greater  than  our  contractors  in  America  have  had.  The  subway 
contract  is  the  only  large  one  that  I  now  recall  over  here. 
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Senator  Taliaferro.  General,  a  good  deal  has  been  said  about  the 
lands  that  would  be  submerged  by  these  lakes — the  one  at  Gatun,  un- 
der the  lock  system,  and  the  other  at  Bohio,  is  it? 

Greneral  Davis.  At  Gamboa. 

Senator  Taliaferro.  At  Gamboa,  under  the  sea-level  system.  Will 
you  give  us  your  views  as  to  that  ? 

General  Davis.  I  stated  them  to  the  Board;  I  gave  them  all  the 
data  I  had.  I  collected  it  while  I  was  there  as  governor  of  the  Z!one. 
I  cast  up  the  quantitv  of  land  that  we  received  oy  transfer  from  the 
French  Company,  t  found  the  number  of  parcels  and  the  claimed 
area,  and  then  I  computed  the  area  of  the  Zone  as  represented  by 
those  very  irregular  lines.  I  found  out  what  area  of  land  the  Panama 
Railroad  claimed  to  own.  I  found  out  what  particular  parcels  of 
land  were  known  to  be  vested  in  the  State  at  the  time  we  took  over 
the  Zone.  With  that  data  I  made  up  a  tabulation  of  what  looked 
to  me  like  the  way  the  equities  lay — the  way  they  were  situated  in 
respect  to  land  ownership ;  and  it  is  all  printed  in  the  report  of  the 
Board  of  Consulting  Engineers.  That  data  is  all  laid  down  there  in 
the  minutes  of  one  of  their  meetings,' I  think.  I  can  not  recall  just 
at  this  moment  the  amount ;  but,  speaking  generaly,  the  claimed  own- 
ership of  the  United  States  to  land  received  by  purchase  from  the 
New  French  Canal  Company  and  land  received  by  virtue  of  its 
ownership  of  the  stock  of  the  Panama  Railroad — there  are  those  two 
categories — and  the  lands  that  it  received  by  cession  from  the  Repub- 
lic of  Panama,  together  make  up,  I  think,  about  three-quarters  of  all 
the  land  in  the  Zone,  so  far  as  I  could  arrive  at  it  by  the  best  calcu- 
lation I  could  make,  in  the  making  of  which  I  had  to  do  almost  all 
of  it  as  guessing.  In  other  words,  the  data  do  not  exist  for  making 
an  accurate  schedule  of  land  ownership  within  the  Canal  Zone. 

Senator  Axkeny.  Have  the}"  no  records  of  deeds  or  titles,  General  ? 

General  Davis.  They  have  a  record  or  deed  of  this  sort :  "  Begin- 
ning at  such  a  place  on  the  bay,  and  running  to  a  tree  on  top  of  a 
hill." 

Senator  Ankeny.  Not  any  specific  surveys,  then  ? 

General  Davis.  Oh,  no ;  nothing  specific — "  thence  to  the  corner 
of  a  fence  somewhere  else."  They  have  no  metes  and  boimds  in  tJie 
sense  that  the  term  should  convey.  But  then  I  found  that  when  we 
undertook  to  take  possession  of  any  particular  piece  of  land  and 
make  use  of  it  in  some  way,  like  constructing  houses  upon  it,  or 
something  of  that  kind,  I  was  very  often  tangled  up  with  claimants 
of  adverse  possession,  or  of  some  right  by  prescription,  or  something; 
of  that  kind;  or  else  it  would  be  asserted  that  this  man  had  owneS 
this  land  for  so  many  generations,  and  the  deeds  had  been  burned  up, 
and  he  did  not  know  wnere  they  were,  but  it  was  a  common,  notorious 
fact  that  he  owned  that -land,  and  that  when  that  other  person  sold 
it  to  the  French  Company  he  sold  something  he  did  not  own.  And 
so  the  titles  to  land,  and  certainly  the  boundaries  to  the  parcels  of 
land  in  the  Zone,  are  in  a  state  of  utmost  confusion. 

Senator  Ankeny.  Digressing  a  little,  would  it  not  be  well,  if  we 
proceed  with  that  work,  to  name  a  date  in  which  all  of  these  titles 
must  be  recorded  or  settled  in  some  way,  as  we  would  do  in  Wyoming, 
for  instance? 

General  Davis.  I  think  the  precedent  that  we  followed  in  Cali- 
fornia is  a  good  one. 
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Senator  Ankent.  Yes. 

General  Davis.  That  of  having  a  court  of  land  titles,  or  whatever 
you  may  call  it.    You  know  the  name  better  than  I. 

Senator  Ankent.  Yes;  I  know  about  that. 

General  Davis.  We  did  the  same  thing  in  the  Philippines,.  There 
there  is  a  "  court  of  land  "  something:  I  do  not  recall  the  title. 

Senator  Ankeny.  But  ouRht  there  not  to  be  some  date  on  which 
these  conflicting  titles  should  be  settled  in  some  way,  and  the  owner- 
ship at  a  certain  date,  for  instance,  established  i 

General  Davis.  The  proposition  of  Governor  Magoon  seems  to  me 
an  admirable  one,  and  that  is  to  announce  by  public  advertisement. 

Senator  Ankeny.  What  did  you  do  down  there  about  this  thing; 
anything! 

General  Davis.  Oh,  I  could  do  nothing  except  to  refer  them  to  the 
courts  and  let  them  litigate,  and  they  never  got  anywhere  in  the 
courts.  That  is  to  say,  they  never  can  reach  any  conclusion.  Our 
courts  had  only  been  established  in  the  Zone  a  very  short  time  at  the 
time  that  I  refer  to. 

Senator  Ankeny.  Would  it  be  possible  for  us  to  say  that  on  such  a 
date  as  your  judgment  dictated  the  titles  to  these  lands  must  be 
recorded*  or  they  would  belong  to  our  Government  after  that  date? 
Could  we  do  that? 

General  Davis.  Oh,  yes,  sir ;  T  think  so. 

Senator  Morgan.  We  can  do  any  kind  of  robbery  down  there  we 
want  to.     fLaughter.l 

Senator  Ankeny.  That  is  not  robbery,  sir. 

Senator  Morgan.  There  is  no  restraint  on  us  that  I  know  of. 

Senator  Ankeny.  It  is  simply  an  adjustment  of  titles. 

General  Davis.  I  think  there  would  be  no  trouble  in  adjusting 
those  titles,  but  I  think  you  would  have  to  give  public  notice  that 
every  man  can  come  in  and  make  a  "  show  down  "  of  his  pretension  to 
title  to  this  land  and  provide  that  this  court  shall  then  proceed  to 
adjudicate  as  between  A  and  B  and  C,  and  perhaps  one  of  those  will 
be  the  Government  of  the  United  States. 

The  Chairman.  They  will  prove  title  by  their  neighbors  down 
there,  will  they  not? 

General  Davis.  There  will  be  all  kinds  of  proof;  there  will  be  the 
tallest  kind  of  swearing  there. 

The  Chairman.  Where  are  we  going  to  swear.  General?  Have  we 
any  opportunity  to  do  anything  ox  that  kind  ? 

General  Davis.  We  stand  in  about  the  same  position  that  the  Gov- 
ernment always  stands  when  it  is  a  plaintiff  in  a  suit.  I  have  been 
connected  with  land  condemnations  here  in  the  United  States  when  I 
saw  the  United  States,  as  I  thought,  robbed  roundly ;  but  there  was  no 
help  for  it. 

The  Chairman.  I  think  we  had  better  have  a  board  appointed, 
then,  and  put  the  General  at  the  head  of  it. 

General  Davis.  We  took  the  land  by  the  right  of  eminent  domain, 
and  had  appraisers,  and  all  that;  but  the  appraised  value  was  some- 
thing tremendous. 

Senator  Ankeny.  Pardon  me  there  just  one  moment  In  that 
adjustment  would  you  not  first  contemplate  an  official  survey  of  our 
boundaries,  for  instance? 
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General  Davis.  I  do  not  think  our  rectangular  survey  would  be 
applicable  there  at  all.  There  ought  to  be  a  survey  of  the  whole 
Zone,  of  course. 

Senator  Ankeny.  Meanderings  and  all? 

General  Davis.  It  ought  to  be  a  topographical  survey,  and  then  let 
everybody  claim  where  ne  pretends  his  lines  run. 

Senator  Ankeny.  I  do  not  see  how  you  can  proceed  without  it. 

General  Davis.  It  will  have  to  be  done,  sir.  It  will  have  to  be 
done,  and  it  will  unquestionably  be  done. 

Senator  Kittredge.  In  the  event  that  a  lock  canal  should  be  con- 
structed at  Panama,  have  you  any  opinion  to  express  regarding  the 
amount  that  it  will  cost  us  to  pay  for  submer^d  lands? 

General  Davis.  I  stated  before  the  Consulting  Board  that  it  was 
impossible  for  me  to  make  an  approximation  to  the  figure  that  we 
would  have  to  pay  for  the  land.  If  I  could  answer  the  question  by 
stating  what  I  believe  the  land  to  be  worth,  I  should  say  that  the  sum 
to  be  paid  would  not  be  large.  But  .unfortunately  the  Government 
of  the  United  States  very  seldom  gets  land  by  paying  what  it  is  worth. 
It  is  usual  for  the  United  States  to  pay  three  or  four  times  the  price 
of  the  land,  and  these  Panamans  understand  the  art  of  getting  money 
out  of  their  own  Government  or  out  of  our  Government  or  any  gov- 
ernment as  well  as  the  most  skillful  of  our  people  do.  I  think  we  will 
have  to  pay  very  high  prices  for  a  great  deal  of  this  almost  worth- 
less land.     I  think  it  is  inevitable  that  we  will. 

Senator  Morgan.  Well,  General,  all  of  the  questions  about  the  con- 
demnation of  lands  in  the  Zone  and  outside  oi  the  Zone  are  arranged 
pretty  specifically  by  the  Hay- Varilla  treaty  ? 

General  Davis.  y*es,  sir ;  there  is  a  plan  provided. 

Senator  Morgan.  And  commissioners  have  been  appointed  by  both 
Governments  to  take  up  those  cases  and  decide  them  f 

General  Davis.  Yes,  sir. 

Senator  Morgan.  What  is  the  use  of  any  intervention  by  the  courts? 

General  Davis.  I  will  try  to  answer  that  question  by  relating  my 
own  experience  in  attempting  to  carry  out  the  orders  of  the  Govern- 
ment. 

It  was  decided  by  the  Isthmian  Canal  Commission,  and  concurred 
in  by  the  Secretary  of  War,  that  a  certain  parcel  of  ground  adjoining 
land  owned  by  the  United  States  near  the  city  of  Panama  was  neces- 
sary for  canal  purposes.  I  was  instructed,  as  governor,  to  take  the 
freliminary  steps  and  see  if  a  purchase  of  that  land  could  be  effected, 
had  an  interview  with  the  owner  and  endeavored  to  get  him  to  name 
a  price.  It  was  some  time  before  he  was  willing  to  name  any  figure, 
but  at  last  he  did.  The  land  in  question  was  principally  lyine  on  the 
slopes  of  Ancon  Hill;  one-third  of  it,  or  perhaps  one-half  or  it,  was 
available  for  building  purposes.  The  other  portion  was  a  steep  de- 
clivity, reaching  to  the  height  of  630  feet,  and  useless  for  almost  every 
purpose — that  is,  I  mean  to  say  these  upper  dopes. 

At  last  the  owner  named  a  price  which  was,  to  my  mind,  about  ten 
times  the  value  of  the  land.  I  found  out  what  he  had  paid  for  the 
land  a  few  years  before,  and  he  was  asking  about  ten  times  as  much  as 
he  had  paid  a  few  years  before.  That  is,  he  had  bought  it  after  the 
old  French  Canal  Company  had  started  on  its  boom;  and  yet  he 
wanted  ten  times  as  much  as  he  had  paid. 
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I  reported  these  facts.  They  told  me  to  proceed  under  the  treaty. 
I  asked  the  Secretary  of  War  to  name  two  men  to  represent  the 
United  States  in  that  board  of  arbitration.  It  is  not  called  a  board 
of  arbitration,  but  a  board  of  land  appraisement.  Notice  was  sent 
to  the  Panama  Government  to  name  two  persons  to  represent  it,  pro- 
ceeding always  under  the  treaty.  They  did  so.  These  four  men  met 
in  the  Isthmus  of  Panama  and  discussed  the  question  of  this  land  and 
its  value.  The  Hay-Bunau-Varilla  treaty  provided  for  a  fifth  mem- 
ber of  the  board  in  case  the  four  members  could  not  agree.  Fortu- 
nately it  was  not  necessary  to  go  as  far  as  that;  and  the  four  men 
finally  reached  an  agreement  that  we  should  pay  for  these  thirty-odd 
acres  of  land,  including  one-third  in  a  precipice,  $41,700  gold.  That 
price  was  referred  to  Washington.  The  Commission  and  the  War 
Department  felt  that  they  had  pursued  the  legally  required  steps  in 
arriving  at  the  price,  and  that  there  was  no  likelihood  of  getting  a 
lower  price  bv  resorting  to  the  method  provided  in  the  treaty  of 
selecting  a  referee,  which  referee  had  to  be  agreed  upon  by  the  two 
Governments ;  and  as  the  time  was  passing,  authority  was  given  to  mo 
to  proceed  and  accept  the  appraised  price,  inform  the  owner  of  the 
appraisement,  and,  if  he  was  willing  to  accept  it,  let  him  proceed  to 
make  his  deeds.  He  was  notified;  he  made  his  deeds;  they  were 
recorded;  the  title  passed  to  the  United  States,  and  the  auditing 
department  paid  the  money. 

Senator  AIorgan.  What  was  the  necessity  for  having  such  a  high- 
priced  piece  of  land  there? 

General  DA\^s.  It  was  deemed  to  be  essential  for  the  requirements 
of  the  canal.  It  was  exactly  on  the  edge  of  this  very  large  hospital 
that  the  French  company  had  built.  There  was  notT  a  square  rod  of 
land  in  that  neighborhood  where  quarters  could  be  erected  for  the 
Government  officers. 

Senator  Kxox.  How  much  did  you  pay  for  it  more  than  it  was 
really  worth? 

General  Davis.  I  think  about  four  or  five  times  what  it  was  worth. 
I  think  it  was  four  or  five  times  what  the  man  could  have  gotten  for 
it  on  the  ground  by  private  sale. 

Senator  Dryden.  Were  the  appraisers  on  the  part  of  the  United 
States  Government  Americans? 

General  Davis.  Yes,  sir;  both  of  them  were  Americans.  Both  of 
them  were  persons  selected  by  the  Secretary  of  War,  and  men  of  high 
character. 

Senator  Knox.  General,  when  you  say  that  we  paid  four  or  five 
times  as  much  as  it  was  worth,  what  is  the  basis  of  your  pergonal 
judgment  as  to  the  value? 

General  Davis.  The  prices  at  which  transfers  are  made  now  and 
then  of  similar  lands  under  similar  conditions. 

Senator  Knox.  In  the  same  locality  ? 

General  Davis.  Not  exactly  the  same  locality,  but  close  by. 

Senator  Drtden.  Coming  back  to  the  cost  of  purchasing  all  these 
lands  that  are  to  be  submerged,  it  has  been  stated  by  one  witness  that, 
in  his  judgment,  it  would  probably  cost  the  (jovernment  about 
$18,000,000  to  buy  those  lands.    Have  you  read  that? 

General  Davis.  Yes,  I  know;  I  think  I  have  read  that,  and  I 
believe  another  man  said  twenty-five  millions. 
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Senator  Dryden.  Yes. 

General  Davis.  I  do  not  think  that  the  price  would  go  up  to  an^ 
such  figure ;  I  think  it  will  be  a  large  figure,  though  I  do  not  think  it 
would  go  up  to  that  amount.  I  can  not  see  the  basis  for  a  figure  so 
high  as  that. 

Senator  Ankeny.  Approximately,  in  your  opinion,  what  would 
it  be? 

General  Davis.  Oh,  well,  I  am  afraid  to  approximate  it;  but  I 
think  it  will  be  some  millions  of  dollars.  I  feel  confident  of  that.  I 
think  the  minority  of  the  Commission  stated  some  figures,  and  based 
rome  of  their  calculations  on  what  the  Panama  Railroad  paid  per 
acre  for  similar  land  fifty-odd  years  ago.  I  do  not  think  that  that 
precedent  has  any  value  at  all. 

Senator  Knox.  What  is  the  character  of  these  submerged  areas — 
that  is,  the  ones  that  it  is  proposed  to  submerge  ? 

General  Davis.  Oh,  they  are  low.  Of  course,  all  of  the  lands  that 
will  be  submerged  are  necessarily  lowlands. 

Senator  Knox.  Are  they  occupied? 

General  Davis.  Only  on  the  margins  of  the  streams.  Ninety-nine 
per  cent  of  all  the  cultivated  land  in  the  Canal  Zone  is  devoted  to 
one  crop,  and  that  is  bananas. 

Senator  Knox.  Then  your  fear  that  it  will  cost  us  a  very  large 
sum  of  money  is  not  based  upon  the  intrinsic  value  of  the  lands,  but 
on  the  probability  that  we  will  be  overreached  in  the  proceedings  to 
a  cquire  it  ? 

General  Davis.  Yes,  sir;  I  think  so.  I  do  not  think  that  the  ba- 
nana lands  by  themselves  have  an  actual  value,  at  the  very  outside,  of 
$100  an  acre ;  and  I  think  $50  would  be  a  high  price.  • 

Senator  Knox.  Then,  in  its  last  analysis,  it  comes  to  this — that 
we  will  pay  more  than  they  are  worth;  that  we  are  not  able  to  take 
care  of  ourselves  in  the  transaction. 

General  Davis,  Preciselj^. 

Senator  Taliaferro.  Is  it  not  a  fact.  General,  that  all  those  lands 
have  increased  very  largely  in  value  since  this  Government  bought 
that  property? 

General  Davis.  Oh,  yes,  sir;  oh,  yes,  sir.  .There  is  no  doubt  that 
they  have. 

Senator  Taliaferro.  Because  they  feel  that  the  canal  is  assured? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  The  treaty,  though,  positively  forbids  any  addi- 
tion to  the  price  in  consequence  of  the  building  of  the  canal,"  or  the 
prospect  of  Duilding  it. 

Senator  Dryden.  But  that  increase  is  largely  speculative — ^almost 
wholly  speculative ;  is  it  not.  General  ? 

General  Davis.  Oh,  yes. 

Senator  Dryden.  There  has  been  no  valid  increase  by  reason  of 
the  owners  being  better  able  to  get  their  crops  into  market  that 
would  justify  the  prices  they  are  asking?  There  is  nothing  of  that 
kind,  is  there? 

General  Davis.  There  are  plenty  of  Americans  down  there  now 
getting  options  on  this  land  for  the  very  purpose  of  finally  unloading 
It  on  the  Government. 

Senator  Simmons.  General,  are  the  Americans  to  whom  you  refer 
paying  very  high  prices  for  those  options? 
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General  Davis.  Xo;  not  a  very  high  price.  I  do  not  think  that  it 
has  gone  on  to  any  very  large  extent,  but  I  know  it  was  going  on  while 
I  was  there. 

Senator  Simmons.  What  are  the  exact  provisions  of  this  treaty 
with  reference  to  this  condemnation  proceeding?  You  say  the  Gov- 
ernment has  two  representatives.  The  Republic  of  Panama  has  two, 
I  assimoie? 

General  Davis.  Yes,  sir. 

Senator  SiM3fONS.  And  then  how  does  the  treaty  provide  for  the 
umpire  ? 

General  Davis.  The  Hay-Buneau-Varilla  treaty  is  as  you  state  it 
with  respect  to  that  matter— that  if  the  Government  wishes  to  acquire 
any  private  lands  they  shall  be  appraised  by  a  board  consisting  of 
two  of  its  own  delegates,  the  Panama  Government  shall  be  repre- 
sented on  the  board  by  two  other  delegates  of  its  own  selection,  and  if 
these  four  can  agree,  well  and  good.  If  they  can  not  agree,  then  a 
fifth  man  is  to  fe  called  in  and  appointed  by  the  two  Governments. 
These  four  men  are  not  to  select  him,  but  the  two  governments  are  to 
be  informed  that  the  four  commissioners  have  failed  to  agree,  and 
then  the  two  governments  are  to  enter  into  diplomatic  negotiations  or 
correspondence  and  finally  decide  who  this  fifth  man  shall  be,  and  he 
then  pronounces  his  decision. 

Senator  Simmons.  While  in  the  case  that  you  recited  a  few  minutes 
ago  the  Government  seems  to  have  been  overreached  in  this  arbitra- 
tion under  that  system  of  appraisement,  is  there  any  reason  why  it 
should,  as  a  general  proposition,  suffer?  There  is  an  equal  chance^ 
for  the  other  Government  t 

General  Davis.  Oh,  oertainljr. 

Senator  Simmons.  It  participates  in  the  selection  of  the  umpire? 

General  Davis.  Yes,  sir;  'but  one  government  is  to  pay  the  money 
and  the  other  one  has  not  any  money  to  pay. 

Senator  Simmons.  Your  idea  is  that  the  sympathy  would  be  with 
the  Panamans? 

Greneral  Davis.  The  one  government,  which  has  only  a  vicarious 
interest  in  it,  would  hardly  feel  as  keenly  the  result  as  the  one  that 
had  to  respond. 

Senator  Knox.  General,  leaving  out  the  cities  of  Panama  and 
Colon,  is  it  likely  that  the  whole  Republic  is  worth  $18,000,000? 

General  Davis.  Oh,  I 

Senator  Knox.  As  a  real-estate  transaction,  I  mean? 

General  DA\a8.  I  should  say  that  the  answer  to  that  would  be- 
^^yes." 

The  Chairman.  Do  you  not  think  that  you  might  throw  in  Colon 
in  that  deal.  General  ? 

Greneral  Davis.  Well,  nearly  all  of  Colon  belongs  to  the  Govern- 
ment now. 

The  Chairman.  I  understand  that.  I  think  it  is  a  very  poor  asset, 
however. 

Senator  Kittredge.  General,  last  evening  you  read  a  little  memo- 
randum of  topics  that  you  had  in  mind  to  speak  about. 

General  Davis.  I  simply  thought  it  possible  that  you  might  wish  to 
question  me  on  two  or  three  of  these  other  subjects.  One  was  the 
Panama  Bailroad,  which  you  have  already  alluded  to;  the  military 
question  as  affecting  the  canal;  earthquakes 
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Senator  Kittredge.  I  would  like  to  hear  you,  very  briefly,  about 
the  military  features  of  the  situation. 

General  Davis.  I  have  read  what  those  who  have  preceded  me 
have  said  on  that  subject.  I  must  say  that  what  General  Ernst  said 
here  a  few  days  ago  impressed  me  as  having  considerable  force. 

It  seems  to  me  that  there  are  but  two  bases  on  which-  we  can 
proceed  with  respect  to  the  military  aspects  of  the  Panama  Canal. 
One  is  to  neutralize  it,  just  exactly  as  the  Suez  Canal  was  neutralized 
in  the  Constantinople  conference  of  1888,  and  make  it  a  neutral 
channel  of  communication  entirely,  as  that  was  declared  to  be.  I 
know  that  in  1882  the  English  Government  closed  it  for  a  day  or 
two,  but  in  1888  the  Constantinople  conference  agreed  that  that 
can^l  should  be  neutralized  forever. 

Now,  under  that  neutralitv  condition,  which  had  been  in  effect 
before,  this  incident  occurred:  In  1870,  when  the  Franco- Prussian 
war  was  going  on,  a  French  vessel  and  a  German  vessel  both 
chanced  to  be  in  Lake  Timsah  at  the  same  moment  of  time,  and  a 
state  of  war  existed  between  the  two  nations.  The  date  on  which 
this  occurred  was  the  birthday  of  the  Emperor  of  the  French.  The 
Frenchmen  dressed  ship,  manned  the  yards,  and  fired  a  national 
salute,  and  the  Germans  did  the  same  thing,  in  honor  of  the  same 
event;  and  that  was  exactly  while  the  Franco-German  war  >Yas  pro- 
ceeding. So  that  in  that  canal  therq  was  entire  friendship,  entire 
harmony,  entire  peace.    That  is  what  is  meant  by  neutralization. 

The  other  basis  of  procedure,  it  seems  to  me,  is  that  the  United 
States,  as  proprietor,  as  owner,  as  possessor  of  all  that  sovereignty, 
can  give  in  the  territory — shall  say  to  all  the  world,  "  This  canal  is 
open  to  you,  except  in  time  of  war,  and  in  time  of  war  we  will  shut  it 
in  vour  face  if  we  please.    We  will  close  it  if  we  want  to." 

XVe  must  take  one  of  those  two  positions,  it  seems  to  me,  with 
respect  to  the  canal.  Now,  in  the  treaty  by  which  the  Clayton- 
Buiwer  treaty  was  abrogated — I  refer  now  to  the  Hay-Pauncefote 
treaty,  the  date  of  which  I  can  not  iust  now  remember;  of  course  it 
is  the  second  one  that  was  negotiated,  the  first  having  failed,  but  the 
second  was  ratified  by  both  Governments 

Senator  Kittredge.  That  was  ratified  four  years  ago  last  Decem- 
ber, General. 

General  Davis.  I  had  forgotten  the  date.  Now,  in  that  treaty 
there  is  a  section  that  copies  almost  verbatim  out  of  the  Constanti- 
nople conference  the  whole  provision  about  neutralization.  That  is 
all  brought  into  this  Hay-Pauncefote  treaty ;  and  these  two  Govern- 
ments, the  Government  of  Great  Britain  and  that  of  the  United 
States,  have  solemnly  agreed  upon  neutralization  of  that  canal  by  that 
treaty.  Other  powers  are  not  a  party  to  it,  so  far  as  I  know ;  I  pre- 
sume they  are  not ;  but  we  must  proceed  on  one  of  those  bases,  it  seems 
to  me — either  shut  the  door  in  the  face  of  anybody  we  please  at  any 
time  we  please,  or  else  say,  "  It  is  open  to  you  always." 

What  that  may  lead  to  I  know — many  dilemmas,  many  difficulties — 
but  the  situation  is  a  difficult  one. 

Senator  Morgan.  Now,  General,  is  not  this  the  proper  interpreta- 
tion of  all  of  that  doctrine :  That  the  United  States  Government,  be- 
ing the  owner  of  the  canal,  not  in  partnership  with  anybody  else  in 
its  ownership  or  in  its  management,  reserves  to  itself  the  right  to  re- 
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fuse  to  permit  its  enemy  to  use  it  in  hostilities  directed  against  the 
United  States? 

General  Davis.  That  is  rational ;  that  is  quite  rational. 

Senator  Morgan.  And  that  is  as  far  as  we  go  in  that  proposition. 
But  as  between  other  belligerents  the  canal  is  neutral,  and  all  the 
nations  subscribe  to  the  doctrine  that  it  shall  be  kept  neutral.  Now, 
that  would  not  apply  to  a  war  between  Panama,  for  instance,  and 
Cuba.  They  can  get  into  war;  they  are  small.  Panama  would  have 
the  right,  as  I  understand  the  Hay-Varilla  treatv  and  all  the  sur- 
rounding situation,  to  insist  that  Cuba  should  not  he  permitted  to  use 
that  canal  in  belligerent  operations  against  her;  and  if  Cuba  wanted 
to  attack  the  city  of  Panama  her  vessels  could  not  be  permitted  to  go 
through  the  canal  and  get  out  into  the  bay  and  then  make  an  attack 
upon  Panama. 

General  Davis.  No;  that  is  forbidden  by  the  Constantinople  con- 
ference at  Suez,  which  provides  that  the  canal  shall  not  be  made  the 
base  of  any  military  operations. 

Senator  Morgan.  Any  at  all  ? 

General  Davis.  Any  at  all  by  anybody.    That  is  declared  firmly. 

Senator  Morgan.  Of  course  that  means  that  it  shall  not  be  made 
the  base  of  military  operations  amongst  governments  that  did  not 
own  it.    There  was  no  government  ownership  of  that  canal  at  Suez? 

General  Davis.  No,  sir. 

Senator  Morgan.  And  here  there  is  a  distinct  ownership  by  the 
United  States. 

General  Davis.  I  would  have  no  difficulty  in  reconciling  this  with 
the  principles  you  state,  Senator,  if  it  had  not  been  that  we  nave  nego- 
tiated the  Hay-Pauncefote  treaty,  in  which  we  have  declared  that 
the  principles  of  the  Constantinople  conference  shall  apply  as  be- 
tween the  United  States  and  Great  Britain. 

Senator  Morgan.  That  means  in  like  cases,  but  not  as  against  the 
owner  of  the  canal  ? 

General  Davis.  The  exception  is  not  stated  in  the  language  of  the 
law. 

Senator  Morgan.  I  know  that;  but  there  are  a  great  many  things 
that  are  not  stated  in  diplomatic  parlance  or  language  that  are 
clearly  reserved.  That  is  my  view  of  it.  I  did  not  care  about  par- 
ticipating in  the  expression  of  any  opinion,  but  as  the  subject  was  up 
I  thought  I  would  state  these  things. 

General  Davis.  I  realize,  gentlemen,  that  this  is  a  subject  that  it  is 
perhaps  improper  that  I  should  discuss  at  all,  for  it  is  a  very  broad 
one  and  a  very  large  one,  and  it  is 

Senator  Morgan.  The  probability  is  that  as  long  as  this  Govern- 
ment holds  together  it  will  never  be  discussed,  because  no  nation 
would  attempt  to  attack  that  canal  while  we  held  it,  unless  it  was  as  a 
part  of  a  general  war  against  us. 

Has  any  other  gentleman  any  questions  he  wants  to  ask? 

General  Davis.  There  is  just  one  other  subject  that  I  wanted  to 
speak  of,  and  that  is  the  matter  of  earthquakes.  There  has  been  a 
good  deal  said  here  by  various  people  Bbont  earthquakes.  Now,  I 
nave  read  all  that  exists  that  I  could  get  hold  of  respecting  that  phe- 
nomenon of  nature  which  has  been  felt  on  the  Isthmus  of  Panama ; 
and  that  there  is  a  danger  from  earthquakes  there  is  as  certain  as 
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that  we  live.  I  presume  the  danger  is  difficult  to  appraise  or  to  esti- 
mate; but  that  there  is  huch  a  danger  is  unquestionable.  I  believe 
that  danger  exists  everywhere.  We  did  not  think  that  it  existed  in 
]884  at  Charleston,  S.  C;  but  we  knew  in  1886  that  it  did.  And  if 
an  earthquake  like  the  one  that  occurred  at  Charleston  in  1886  (or 
was  it  1887?)  should  occur  at  Panama,  it  would  do  harm.  If  sucli 
an  earthquake  as  the  Charleston  earthquake  occurred  in  Washington, 
it  would  perhaps  demolish  this  buildinff  or  injure  it  very  much.  It 
would  unquestionably  throw  down  the.  Washington  Monument. 

So  this  danger  of  earthquakes  is  one  that  you  can  not  evade ;  it  can 
not  be  foreseen ;  it  can  not  be  appraised.  It  exists,  but  I  do  not  think 
that  it  has  any  particular  signification.  Its  influence  would  be  felt 
most  seriously  on  structures  and  less  on  ditches,  I  think. 

That  is  about  all  I  can  say  about  that  subject. 

Senator  Morgan.  But,  General,  if  you  took  a  cube  of  basalt  8  or 
10  miles  long  and  125  feet  thick  and  200  feet  wide  out  of  the  back- 
bone of  that  mountain,  you  might  weaken  it  so  that  the  earthquake 
would  affect  it  very  seriously,  might  you  not? 

General  Davis.  That  is  to  say,  that  it  would  disturb  the  equilibrium 
of  the  mass? 

Senator  Morgan.  Yes. 

General  Davis.  That  is  quite  so;  but  here  are  hills  and  peaks  risinsc 
up  on  the  Isthmus  of  Panama  all  about  you,  with  slopes  quite  as 
steep  as  are  proposed  for  Culebra;  and  there  they  stand,  and  have 
stood  for  centuries.  They  are  quite  as  steep,  and  they  are  all  around. 
The  Culebra  Hill  itself  has  precipitous  slopes,  and' many,  many  of 
those  hills  have  slopes  that  are — ^well,  I  know  that  Ancon  Hill  has  a 
slope  of  60® ;  I  have  measured  it.  That  is  right  overhanging  the 
city  of  Panama ;  and  yet  it  stands  there,  and  it  is  grassed  over.  It  is 
true  that  such  slopes  stand  on  the  Isthmus.  They  are  earth  slofKss, 
too. 

Senator  Morgan.  Nevertheless,  taking  out  such  a  cube  of  basalt  as 
I  have  mentioned  leading  right  through  the  backbone  of  the  Isthmus 
would  necessarily  weaken  it? 

General  Davis.  But  we  would  not  have  any  slope,  Senator,  as 
abrupt  as  some  of  those  that  nature  has  left  there. 

Senator  Morgan.  I  am  not  speaking  of  the  slope;  I  am  talking 
about  the  weakening  of  the  structure — the  backbone. 

General  Davis.  The  strength  of  the  slope,  or  the  strength  of  an 
embankment,  or  of  a  declivity,  or  of  a  mass,  is  entirely  proportionate 
to  its  slope  or  to  its  base.     Now,  if  through  natural  causes 

Senator  Morgan.  I  am  not  speaking  of  tumbling  down  the  top 
earth  into  the  ditch.  I  am  speaking  about  the  effect  of  taking  out 
that  cube  of  basalt  rock  that  binds  the  Isthmus.  When  an  earth- 
quake comes  there,  its  effect  will  be  very  much  more  felt — more  sensi- 
bly— than  if  the  cube  was  there  untouched  ? 

General  Davis.  But  how  would  that  apply  to  the  practicability  of 
the  canal.  Senator? 

Senator  Morgan.  Why,  if  the  canal  was  running  through  there  I 
should  think  that  there  would  be  a  great  deal  of  dislocation. 

General  Davis.  In  other  words,  that  the  canal  would  be  closed  up? 
You  are  thinking  about  that  ? 

Senator  Morgan.  Yes. 
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General  Davis.  Then  these  banks  are  unstable ;  then  that  could  not 
oc*cur  unless  these  banks  are  weak,  unless  this  material  would  col- 
lapse, unless  these  side  walls  would  slump  off.  The  canal*  could  not 
be  closed  unless  something  of  that  kind  happened,  could  it?  You 
could  scarcely  conceive  that  the  floor  would  rise  up. 

Senator  Morgan.  A  lock  or  a  sea  gate  would  be  almost  certain  to 
go  under  under  those  conditions. 

General  Davis.  If  we  had  a  tidal  wave  on  the  coast  there,  yes ;  if  it 
rolled  in  in  a  wave  60  feet  high,  as  it  did  once  on  the  coast  of  Peru, 
say,  or  as  it  did  at  the  island  of  Santa  Cruz  in  the  West  Indies. 

Senator  Morgan.  Have  you  any  information  in  regard  to  the 
earthquake  that  occurred  on  the  31st  of  January  of  the  present  year? 

General  Davis.  I  only  know  of  it  by  noticing  a  brier  communica- 
tion in  the  newspaper.  "  I  have  not  seen  any  extended  account  of  it; 
no,  sir. 

Senator  Morgan.  It  seems  that  that  incident  has  gotten  out  of 
public  observation ;  I  do  not  know  how. 

General  Davis.  It  seems  to  have  been  some  kind  of  a  seismic  wave 
that  stretched  across  from  Buenaventura  on  the  Pacific  side  to 
Cartagena  on  the  northern  coast  of  South  America. 

Senator  Morgan.  It  passed  clear  across  the  neck  ? 

General  Davis.  It  appears  so,  from  the  account. 

Senator  Morgan.  It  broke  the  cables  on  both  sides  ? 

General  Davis.  Well,  cables  are  breaking  all  the  time.  We  are 
having  no  end  of  trouble  with  cables.  The  cable  breaks  when  we 
know  nothing  about  what  the  cause  was.  I  know  that  in  the  Philip- 
pines I  had  no  end  of  trouble  with  the  breaking  of  cables. 

Senator  Morgan.  But  this  broke  one  of  these  cables — the  one  on 
the  Pacific  side — in  four  places. 

General  Davis.  I  do  not  think  that  the  fact  that  a  cable  is  broken 
proves  that  it  is  done  by  earthquakes  entirely. 

Senator  Morgan.  At  all  events,  it  is  a  recent  disturbance  of  an  im- 
portant character? 

General  Davis.  Yes,  sir ;  yes,  sir. 

Senator  Morgan.  And  a  tidal  wave  swept  in  there  which,  accord- 
ing to  this  newspaper  account,  pretty  much  destroyed  Buenaventura. 

General  Davis.  1  do  not  know  of  the  details,  Senator.  I  have  no 
information  other  than  four  or  five  lines  that  I  read  in  the  news- 
paper account. 

Senator  Morgan.  I  mentioned  that  in  support  of  your  proposition 
that  earthquakes  have  occurred  and  are  just  as  apt  to  occur  again  as 
not. 

General  Davis.  Yes. 

Senator  Morgan.  They  have  to  be  taken  into  the  calculation  in 
several  respects. 

General  Davis.  They  have  to  be  taken  into  the  calculation  every- 
where. You  know  very  well,  Senator,  how  in  California  twenty-five 
or  thirty  years  ago,  in  the  city  of  San  Francisco,  it  was  considered 
that  it  was  not  safe  to  build  any  house  more  than  two  or  three  stories 
high,  and  that  out  of  wood.  That  was  the  proposition  on  which  they 
commenced  to  build  San  Francisco.  It  was  beneved  that  earthauakes 
would  throw  down  everything  that  was  in  San  Francisco  unless  it 
was  of  wood  and  of  low  altitude.  They  have  gotten  over  that.  They 
p  o— voac.  8—06 ^19 


3282  INVESTIGATION   OF   PANAMA  CANAL   MATTERS. 

are  now  building  houses  in  San  Francisco  10  and  12  stories  high,  out 
of  steel  and  masonry,  by  the  score.  They  are  goin^  up  there  all 
around  aid  all  about.  Ttiey  are  watching  the  effect  of  viorations  on 
tliose  buildings,  and  nobody  seems  to  be  concerned  about  their  future. 
Of  course  we  do  not  know  what  the  future  will  bring  forth. 

Senator  Morgan.  I  do  not  think  that  this  committee,  in  acting  upon 
as  serious  a  proposition  as  this,  can  fail  to  be  concerned  about  any- 
thing that  may  occur  rationally  and  that  has  occurred  heretofore 
that  wiQ  have  an  important  bearing  upon  the  success  of  this  canaL 
We  must  be  concerned  with  it,  whether  people  are  building  sky- 
scrapers or  not;  we  must  look  at  the  facts. 

I  want  to  ask  you  something  about  the  contour  of  the  country  be- 
tween Bohio  and  Gamboa.  It  is  the  valley  of  the  Chagres  River 
running  in  there  all  the  way  across} 

General  Davis.  Yes,  sir. 

Senator  Morgan.  After  you  leave  Bohio,  goin^  toward  Gamboa, 
what  would  be  about  the  narrowest  width  of  mat  valley  of  the 
Chagres? 

General  Davis.  Oh,  the  valley  is  of  rather  irregular,  but  still  not 
extraordinarily  irregular,  widths.  From  Bohio  to  Gamboa  I  should 
say  that  the  valley  proper — I  mean  by  that  the  portion  of  it  that  is 
not  more  than  30  or  40  or  50  feet  above  the  sea — ^was  a  mile  wide,  in 
a  general  way. 

Senator  Morgan.  A  mile  wide? 

General  Davis.  About  a  mile  wide. 

Senator  Morgan.  That  would  be  a  fair  average? 

General  DA^^s.  Of  course  it  is  narrower  and  broader  in  parts. 

Senator  Morgan.  Yes;  but  that  would  be  a  fair  average  for  the 
whole  way  up.  Now,  the  Chagres  River  between  Gamboa  and  Bohio 
meanders  through  this  valley  and  cuts  its  way  in  frequent  serpentine 
bends? 

General  Davis.  Oh,  yes ;  in  many  sharp  bends. 

Senator  Morgan.  They  are  very  numerous.  Wliere  does  the  rail- 
road, as  it  stands  to-day,  cross  the  Chagres  River? 

General  Davis.  It  crosses  it  at  a  place  called  Barbacoas,  which  is 
about  a  third  of  the  way  above  Bohio,  between  Bohio  and  Gamboa. 

Senator  Morgan.  Above  Bohio  ? 

General  Davis.  Above  Bohio. 

Senator  Morgan.  About  a  third  of  the  distance  ? 

General  Davis.  About  a  third,  as  I  remember. 

Senator  Morgan.  That  is  the  only  crossing? 

General  Davis.  That  is  the  only  place  where  the  railroad  crosses 
the  Chagres. 

Senator  Morgan.  It  used  to  cross  at  more  than  one  place,  but  those 
have  been  taken  out,  I  believe? 

General  Davis.  No,  sir;  no;  it  never  crossed  but  at  one  place  that 
I  ever  heard  of. 

Senator  Morgan.  And  that  was  at  Barbacoas? 

General  Davis.  Barbacoas;  yes. 

Senator  Morgan.  About  what  is  the  width  of  the  valley  at  that 
railroad  crossing? 

General  Davis.  The  railroad  crosses  at  a  place  where  the  bank  on 
the  right-hand  side  approaches  closely  to  the  river  channel  by  a  high, 
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rocky  bluff;  a  point  juts  outj  and  the  line  of  rails  coming  up  from 
Colon  passes  around  this  point  and  then  shoots  directly  across  the 
stream,  so  that  one  of  the  abutments  of  the  present  Barbacoas  Bridge 
is  this  rocky  promontory.  Then  there  are,  if  I  remember  right,  five 
spans  in  that  oridge,  each  about  90  feet  wide.  It  is  a  bridge  made  of 
iron  and  constructed  in  1854  or  1855.  It  is  the  same  identical  bridge 
that  is  there  now ;  and  the  whole  width  of  the  channel  of  the  river 
at  that  point,  I  should  say,  was  about,  from  memory — it  is  easy 
enough  to  tell  by  the  larger  maps — 400  feet,  I  should  think,  the 
channel  proper.  I  should  hardly  say  the  channel,  but  the  river  bed  is 
about  400  feet  wide  at  high  water;  the  water  width  is  perhaps  150 
feet. 

Senator  Moeqan.  The  maps  that  I  have  seen  of  that  region  of  the 
country,  particularly  those  of  the  engineers,  indicate  that  ridges  of 
lower  elevation  lie  somewhat  parallel  to  the  Culebra  elevation,  be- 
tween that  and  the  coastal  plain  going  toward  the  Bay  of  Limon. 

General  Davis.  The  one  impression  upon  your  mind  when  you  get 
upon  a  high  point  and  look  out  over  the  Isthmus  is  of  a  multitude  of 
peaks,  of  hills.  You  just  see  a  multitude  of  small  hills  rising  all 
about  you.  If  you  get  upon  a  high  point  and  look  out,  you  can  count 
20  anywhere — I  mean  up  in  the  interior. 

Senator  Morgan.  Still  these  are  arranged  in  ridges,  are  they  not  ? 

General  Dayl&.  Scarcely  so,  because  if  you  study  the  drainage  of 
the  country  you  can  always  tell  how  the  land  lies  by  the  way  the  rivers 
run. 

Senator  Morgan.  Yes. 

General  Davis.  The  rivers  lie  in  the  bottom  of  these  valleys,  wher- 
ever they  are  placed. 

Senator  Morgan.  The  point  I  wanted  to  get  at  was  whether  or  not 
the  ridges,  if  they  are  ridges,  or  these  series  of  hills,  run  parallel  to  the 
Chagres  River  on  both  sides  or  whether  they  run  across  it? 

General  Davis.  Oh,  there  is  no  system,  sir,  that  could  be  desig- 
nated, or  that  I  could  describe  at  all  events,  except  that  of  a  great 
mass  of  detached  elevations,  with  hills  going  back  from  the  river,  con- 
stantlv  rising,  rising,  rising  as  you  recede  from  the  river,  but  the  crest 
line  always  ragged  and  serrated  and  broken;  and  as  these  foothills 
come  toward  the  river  they  consist  of  isolated  peaks  and  little  hog- 
backs and  smaller  and  larger  acclivities.  I  could  not  describe  it  as  a 
system  of  ridges,  Senator. 

Senator  Morgan.  Do  the  Culebra  and  Emperador  Heights  consti- 
tute a  ridge? 

General  Davis.  That  is  the  continental  divide,  and  it  is  the  rising 
of  the  land  at  that  point.  I  think  385  feet  was  the  original  elevation 
of  the  lowest  point  of  tiie  Culebra. 

Senator  Morgan.  Yes. 

General  Davis.  On  the  left-hand  side  of  the  Culebra  is  the  Culebra 
Hill  itself,  which  gave  name  to  the  place.  "  Culebra  "  means  "  rattle- 
snake.*' 

Senator  Morgan.  Yes. 

General  Davis.  And  that  hill  rises  to  about  700  or  800  feet  in  height. 
I  have  been  on  the  top  of  it.  Almost  opposite  to  it  is  another  hill  where 
Mr.  Buneau-VariUa  built  a  house,  in  which  he  lived.  That  hill  has 
about  500  or  550  feet  elevation,  and  the  canal  prism  is  excavated  right 
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between  those  two  hills.  Going  farther  east  is  Emperador  Hill, 
which  is  an  isolated  knoll  that  rises  right  up  out  of  this  general,  ap- 
proximately level  country  that  extends  from  Obispo  to  Paraiso. 

Senator  Morgan.  The  Emperador  is  on  the  east  of  the  canal? 

General  Davis.  The  Emperador  is  on  the  west. 

Senator  Morgan.  On  the  west  of  the  canal? 

Gene/al  Davis.  The  Emperador  Hill  and  the  village  are  on  the 
west. 

Senator  Morgan.  And  the  Culebra  is  on  the  east  ? 

General  Davis.  And  the  Culebra  Hill  is  on  the  east  side,  sir. 

Senator  Morgan.  That  is  all  right.  Now,  just  at  Gamboa,  where 
the  Chagres  River  makes  a  turn  around  a  mountain,  I  suppose 

General  Davis.  Well,  a  hill ;  I  do  not  think  the  word  "  mountain  " 
is  applicable. 

Senator  Morgan.  A  hill? 

General  Davis.  Yes. 

Senator  Morgan.  It  has  an  elevation  of  300  or  400  feet? 

General  Davis.  Yes ;  something  like  that. 

Senator  Morgan.  In  the  turn  of  the  Chagres  River  around  that 
point,  does  this  valley  narrow  or  widen,  looking  across  from  any  part 
of  it? 

General  Davis.  The  Chagres  Valley  from  Bohio  up  to  Gamboa, 
und  still  above  that  point,  preserves  about  the  same  general  regimen ; 
but  as  you  go  higher  up  the  Chagres,  as  you  go  up  half  way  to 
Alhajuela,  the  banks  are  closing  in  all  the  time  and  narrowing  up; 
and  when  you  reach  Alhajuela,  the  gorge  is  verj''  narrow.  I  have 
been  above  Alhajuela. 

Senator  Morgan.  Taking  the  point  of  this  ridge  around  which  the 
Chagres  River  bends,  and  looking  across  it  in  any  direction  from  that 
point,  would  there  be  a  valley  a  mile  wide? 

General  Davis.  Up  and  down  ? 

Senator  Morgan.  Across. 

General  Davis.  Transversely? 

Senator  Morgan.  Transversely. 

General  Davis.  The  Obisi)o  comes  in  at  that  point. 

Senator  Morgan.  I  know  it  does. 

General  Davis.  And  it  follows  the  lowest  ground  there  is  in  its 
course. 

Senator  Morgan.  Take  the  two  vallevs  together,  if  you  please — 
the  Obispo  Valley  and  the  Chagres  Valley,  or  the  Gamboa  dam  site 
in  the  Chagres  Valley — ^if  you  get  on  this  point  of  rising  so  that  you 
can  see  across  the  country  there  is  a  valley  there  a  mile  wide? 

General  Davis.  The  Ooispo  or  the  valley  of  the  Chagres,  which! 

Senator  Morgan.  Both. 

General  Davis.  Oh,  the  valley  of  the  Chagres  is  approximately  a 
mile  wide,  although  there  are  many  places  where  it  is  not  half  a  laile 
wide. 

Senator  Morgan.  I  am  talking  about  this  particular  place. 

General  Davis.  At  that  particular  place  wnere  the  Gamboa  dam  is 
proposed  to  be  built,  we  know  exactly  what  its  width  is  tliere-  It  is 
all  shown  on  these  maps. 

Senator  Morgan.  You  measured  that  in  order  to  get  locations  for 
the  abutments  of  the  dam? 

General  Davis.  Exactly ;  yes,  sir. 
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Senator  Morgan.  How  is  it  below  that? 

General  Davis.  Below  that  it  widens  a  little,  and  at  places  consid- 
erably, and  then  pitches  in  again,  so  that  you  have  not  a  regular 
width  at  all ;  but  at  olaces  I  think  it  may  be  a  mile  wide. 

Senator  Morgan.  Now,  take  the  axis  of  the  canal,  which  has  been 
located  here  as  being  a  mile  away  from  this  dam  that  the  majority 
propose  to  build  there  for  the  protection  of  the  sea-level  canal 

Creneral  Davis.  Oh,  it  is  not  more  than  half  a  mile,  Senator. 

Senator  Morgan.  Half  a  mile  ? 

General  Davis.  Not  a  half  a  mile. 

Senator  Morgan.  I  thought  that  was  a  mile. 

General  Davis.  No  ;  it  is  not  more  than  a  third  of  a  mile. 

Senator  Morgan.  I  will  take  the  axis  of  the  canal,  then. 

General  Davis.  Yes,  sir. 

Senator  Morgan.  And  also  the  dam.  It  is  half  a  mile  between  the 
two? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  Is  that  level  ground,  or  comparatively  level  ? 

General  Davis.  No,  no;  not  comparatively  level.  There  is  very 
little  level  ground  anywhere  in  that  region. 

Senator  Morgan.  1  do  not  mean  dead  level,  like  a  table  top. 

General  Davis.  Oh,  no;  I  understand.  But  there  are  great  vari- 
eties in  the  surface  in  almost  any  quarter  of  a  mile.  There  are  a 
good  many  changes  of  level  in  any  quarter  of  a  mile. 

Senator  Morgan.  I  know;  but  are  there  any  prominent  ridges  that 
come  up  and  intercept  it? 

General  Davis.  No,  sir. 

Senator  Morgan.  It  is  a  valley?  Generally  described,  it  is  a  val- 
ley? 

General  Davis.  Yes,  sir;  yes,  sir. 

Senator  Morgan.  Then  you  put  in  the  Obispo  Valley,  coming  into 
that? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  That  still  further  widens  the  area  between  the 
ridges? 

(Jeneral  Davis.  At  the  point  where  it  debouches,  as  you  sail  up  the 
ChagrQS  (as  I  have  done  in  a  canoe) ,  you  would  not,  unless  told,  know 
that  there  was  any  stream  coming  in  there  at  all.  There  are  some 
overhanging  boughs,  some  overhanging  trees,  and  they  say :  "  That 
is  the  mouth  of  the  Obispo."  It  does  not  look  like  anything  but  a 
bayou.    I  am  talking  now  about  low  stages  of  the  river. 

Senator  Morgan.  Yes. 

General  Davis.  It  is  30  or  40  feet  wide,  not  more;  and  it  looks  just 
like  a  little  bit  of  a  turning-out  place.  But  that  is  really  where  the 
Obispo  comes  in. 

Senator  Morgan.  I  suppose.  General,  that  the  jungle  is  so  thick 
through  that  country  that  oy  visual  observation  you  can  not  tell  much 
about  it? 

General  Davis.  You  can  not  tell  anything  at  all  about  it  unless  you 
cut  it  out. 

Senator  Morgan.  Until  you  cut  it  out? 

General  Davis.  Until  you  cut  it  out ;  no,  sir. 

Senator  Morgan.  It  is  as  thick  as  that? 
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General  Davis.  OhjVes;  it  is  everywhere. 

Senator  Morgan.  The  point  that  I  am  tr^in^  to  get  at,  and  to 
which  I  will  direct  your  attention  more  particularly,  is  whether  or 
not  a  retention  basis  can  be  put  in  below  the  Obispo  dam  so  as  to 
control  or  assist  in  controlling  the  flood  waters  coming  out  of  the 
Obispo  and  the  Chafes? 

General  Davis.  There  can  be  no  dam  built  below  the  Gamboa  dam, 
across  the  Chagres,  and  below  the  mouth  of  liie  Obispo.  It  can  be 
done.  It  will  cost  four  or  five  times  as  much  as  it  will  to  build  a 
dam  at  Gamboa. 

Senator  Morgan.  I  do  not  mean  to  have  you  understand  that  I  am 
discarding  the  Gamboa  dam.    I  am  letting  that  dam  stand. 

General  Davis.  Ohj  I  did  not  understand  you,  then. 

Senator  Morgan.  I  am  providing  for  a  case  in  which  your  calcu- 
lation might  possibly  prove  too  enthusiastic  in  favor  of  the  retaining 
power  of  that  dam  as  to  the  body  of  water  above  it. 

General  Davis.  Yes,  sir. 

Senator  Morgan.  And  where  you  might  have  to  construct  another 
basin  below  that  as  a  regulating  work. 

General  Davis.  If  the  idea  oe  a  sea-level  canal,  the  canal  would 
traverse  this  basin. 

Senator  Morgan.  I  know  it  would. 

General  Davis.  Because  the  canal  axis  must,  or  at  least  does,  follow 
the  lowest  CToimd. 

Senator  Morgan.  Yes;  but  I  have  not  a  sea-level  canal  in  my 
mind  in  asking  this  question. 

General  Davis.  Oh,  I  see. 

Senator  Morgan.  Now,  I  will  take  such  a  basin  as  that:  What 
would  be  the  superficial  area,  or  about  the  acreage,  that  could  be 
gotten  in  there? 

General  Davis.  Supposing  that  you  put  the  proposed  dam  just 
below  the  mouth  of  the  Obispo,  if  I  understand  you  correctly  ? 

Senator  Morgan.  Well,  yes. 

General  Davis.  At  the  mouth  of  the  Obispo,  or  just  below  it — I 
will  say  at  Matachin  ? 

Senator  Morgan.  Yes. 

General  Davis.  That  is  the  name  of  a  locality  there  that  has  been 
spoken  of  as  a  site  for  locks  by  somebody. 

Senator  Morgan.  Yes. 

General  Davis.  The  distance  of  Matachin  from  the  proposed  site 
of  the  Gamboa  dam  would  be,  at  the  most,  three-quarters  of  a  mile. 
Your  reservoir,  or  your  basin,  would  be  three-quarters  of  a  mile  long. 

Senator  Morgan.  And  how  wide? 

General  Davis.  It  would  be  the  width  of  the  valley,  depending  on 
the  height  of  your  dam.  But  supposing  vour  dam  to  be  50  feet 
above  the  present  water  level,  I  fancy  that  the  reservoir  in  that  space 
would  be  half  a  mile  wide — something  like  that.  This  is  only  ap- 
proximate guessing.  I  could  not  give  it  any  more  accurately  than 
by  saying  that  it  would  be  half  a  mile  wide,  and  three-quarters  of  a 
mile  rrom  vour  proposed  dam  up  to  the  Gamboa  dam. 

Senator  Morgan.  Is  there  room  for  a  sea-level  canal  and  also  for 
a  drainage  canal — I  will  call  it  a  drainage  canal — or  an  opening  to 
convey  the  flood  waters  that  may  escape  from  the  Gamboa  dam  along 
the  general  direction  of  the  Chagres  River,  cutting  across  it  when  it 
is  necessary  to  go  across  it,  so  as  to  reach  the  Gigante  River,  and 
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that  water  out  through  the  watershed  of  the  Gigante  into  the  Pena 
Blanca  Swamp  or  any  other  stream  beyond? 

General  Davis.  No  ;  you  can  not  do  that,  Swiator. 

Senator  Morgan.  You  can  not  do  it! 

General  Davis.  No,  sir;  nature  is  against  you.  The  spillway  of 
the  Gigante  is  about  70  feet  above  the  sea ;  and  it  would  be  necessary, 
in  order  to  keep  the  water  up  to  that  level  from  the  Obispo  all  the  way 
down  there,  to  build  an  emoanlnnent  alongside  of  the  sea-level  canal 
70  feet  high  all  that  distance — 14  miles,  or  something  like  that — 
which  would  be  an  impossible  proposition. 

Senator  Morgan.  Unless  you  took  the  spoil  out  of  the  sea-level 
canal  and  built  a  bank  of  it. 

General  Davis.  Oh,  yes;  but  there  are  methods  of  treating  it  which 
are  so  much  better  than  that  that  it  seems  to  me  that  should  be  dis- 
carded at  once ;  because  you  can  not  make  the  Gigante  reverse  its  flow 
over  its  own  sources  70  feet  high,  and  feed  water  into  it  that  comes  at 
a  level  of  40  or  30  feet  or  some  other  lower  level. 

Senator  Morgan.  A  dam  at  the  proposed  site  at  Bohio  would  not 
be  sufficient  to  carry  the  water  across  the  watershed  into  the  Pena 
Blanca  Swamp? 

General  Davis.  I. do  not  think  I  quite  catch  the  question. 

Senator  Morgan.  You  build  a  dam  across  the  mouth  of  the  Gigante 
River  for  the  purpose  of  throwing  the  water  back  over  its  watershed? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  How  high  would  that  dam  have  to  be? 

Greneral  Davis.  That  dam  will  have  to  be — I  can  not  tell  you  now 
which  is  which,  but  one  is  45,  and  one  is  55,  and  one  is  about  65  feet 
high.    There  are  three  of  those  dams. 

Senator  Morgan.  That  is  only  half  as  high  as  the  Gamboa  dam  ? 

General  Davis.  Yes,  sir:  something  like  that. 

Senator  Morgan.  Only  half  as  high  ? 

General  Davis.  Somet'hing  like  that. 

Senator  Morgan.  So  that  it  would  be  practicable,  with  a  dam  of 
that  sort,  to  collect  the  overflow  of  the  waters  from  the  Obispo  or 
from  the  upper  Chagres  that  might  escape  the  Gamboa  dam  and  take 
it  out  with  that  dam  50  or  60  feet  high  across  the  watershed  of  the 
Gigante? 

General  Davis.  But  you  would  have  a  tremendous  proposition  to 
carry  a  channel  for  that  water  all  the  way  down  to  the  Gigante.  It 
is  miles  and  miles  of  distance  that  you  would  have  to  carry  that  water 
before  it  would  get  to  the  Gigante. 

Senator  Morgan.  It  does  not  appear  to  me  to  be  any  more  formid- 
able a  proposition  than  shutting  the  affluents  out  of  the  sea-level  canal. 

General  Davis.  The  Obispo,  three  hundred  days  in  the  j/ear,  is  a 
brook  that  you  can  step  across. 

Senator  Morgan.  So  much  the  better  for  the  work. 

General  Davis.  It  is  a  brook  you  can  step  across ;  but  in  the  times 
of  flood  it  is  a  roaring  torrent,  just  boiling  with  mud  and  water. 

Senator  Morgan.  And  it  gets  very  high  very  quickly  ? 

General  Davis.  Yes;  it  gets  very  hi^  very  quiddy,  and  it  goes 
down  just  as  quickly  as  it  goes  up.  But  that  stream,  under  its 
active  conditions,  under  its  most  violent  moods,  is  going  to  send 
down,  perhaps,  10,000  second-feet  of  water— something  like  that 
I  can  not  say,  right  offhand,  what  it  is,  and  as  I  told  you  yesterday 
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the  River  Weaver  empties  38,000  second-feet  into  the  Manchester 
Canal  every  year  at  times  of  flood. 

Senator  Morgan.  I  know  about  the  comparison  between  tRat  and 
the  Manchester  Canal,  but  at  the  same  time,  while  I  am  not  exactly 
alarmed,  I  am  pretty  apprehensive  as  to  the  Obispo,  which  is  not 
taken  care  of  by  the  Gamboa  dam  at  all. 

General  Davis.  No,  sir;  there  is  no  attempt  to  take  care  of  it  by 
that  dam. 

Senator  Morgan.  I  am  apprehensive  that  that  Obispo  Eiyer,  pour- 
ing into  a  sea-level  canal,  might  give  you  a  great  deal  of  discomfort, 
if  not  danger. 

Genaral  Davis.  There  is  one  phase  of  this  case,  or  one  uncertaintv 
about  it,  that  perhaps  may  be  cleared  up  by  a  statement,  and  1 
judge  from  the  questions  of  other  witnesses  before  the  committee 
that  there  is  some  misunderstanding  about  it.  That  is  this:  The  di- 
version channels  proposed  by  the  majority  for  the  Chagres  River  are 
to  be  used  only  during  the  period  of  construction.  As  soon  as  the 
canal  is  made  those  diversion  channels  may  ctow  up  to  jungle,  or 
be  filled  up  or  disappear  and  be  obliterated.  The  canal  itself  becomes 
the  ultimate  drainage  of  the  whole  country.  The  canal  itself  carries 
off  all  the  flood  flow  after  it  is  once  made. 

Senator  Hopkins.  Does  all  the  water  of  the  Chagres  River  flow 
into  the  sea-level  canal  under  that  plan? 

General  Davis.  Every  drop  of  it  that  went  into  the  canal  at  all 
would  come  in  through  the  Gamboa  dam,  and  that  would  be  a  regu- 
lated flow  of  never  to  exceed  15,000  second-feet,  and  always  perfectly 
clear,  limpid  water. 

That  is  the  proposition  of  the  majority,  after  the  canal  is  once 
made.  These  diversion  channels  will  be  convenient  accessories  dur- 
ing the  making  of  the  canal,  but  after  it  is  once  made,  then  the 
majority  propose,  to  discontinue  the  use  of  the  diversion  channels 
and  let  the  water  take  its  lowest  level  for  escape  to  the  sea,  which  is 
the  canal  itself. 

As  to  these  figures  that  I  read  yesterday  in  regard  to  the  storage 
capacity  of  the  Gamboa  dam,  it  is  a  fact  (which  is  as  certain  as 
that  we  know  how  much  water  passes  over  the  Great  Falls  of  the  Po- 
tomac) that  the  mean  flow  of  the  Chagres  River  for  thirteen  years 
was  3,164  second-feet;  that  is,  the  mean  flow  of  the  river,  taking  no 
account  of  four  or  five  floods  that  may  occur  in  a  year.  In  the  year 
I  was  on  the  Isthmus  there  was  not  a  flood  at  all  that  would  raise 
the  water  5  or  6  feet.  But  those  floods  do  occur  once  in  a  while. 
Leaving  out  the  question  of  floods,  3,164  second-feet  is  all  the  water 
there  is  in  the  Chagres  River  at  Gamboa.  There  is  not  another  drop 
there.  Now,  to  allow  8,164  second-feet  to  flow  into  the  canal  is 
nothing;  it  is  a  mere  trifle;  it  counts  for  nothing;  it  is  insignificant 

As  I  read  yesterday,  the  biggest  flood  that  ever  occurred  in  the 
Chagres  River  in  the  history  of  man,  at  least  so  far  as  man  knows 
anything  about  it,  was  in  the  flood  of  1879,  when,  according  to  the 
testimony  of  one  individual  (Mr.  Sosa) ,  the  water  at  Gamboa  got  up 
36  feet.  He  says  that  the  natives  told  him  that  the  water  went  up  to 
such  and  such  and  such  a  point,  and  he  made  a  not«  of  it  in  his  note- 
book, and  that  is  the  record  on  which  that  flood  of  1879  is  computed. 

That  flood  probably  sent  out  a  flow  at  Gamboa  for  a  few  minutes, 
maybe  an  hour,  of  79,000  second- feet,  according  to  the  calculations  of 
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General  Abbot,  who  has  spent  years  upon  this  study  and  is  one  of  the 
most  competent  men  that  there  is  in  the  United  States  or  in  the  world 
for  the  study  of  engineering  questions  of  that  character.  He  has 
stated  in  published  reports  tnat  he  has  made  that  the  mean  flow  of 
that  flood  of  1879  at  Gamboa  was  65,250  second-feet  for  forty- 
eight  hours.  We  know  that  it  only  lasted  for^-eight  hours;  that  is 
history.  We  hear  from  this  testimony  of  Mr.  Sosa,  based  upon  what 
natives  had  told  him,  that  it  did  go  up  to  36  feet  of  rise  at  Gamboa. 
Xow,  assuming  those  two  things  as  facts — and  they  are  certainly 
interpreted  in  favor  of  the  maximum  quantity — that  Chagres  flood 
of  1879  at  Gamboa  would  not  more  than  one-quarter  fill  the  Gamboa 
dam.  The  whole  flood  of  fortv-eight  hours  would  only  one-quarter 
fill  it. 

Senator  Morgan.  Then  what  is  the  use  of  having  any  dam  at  Gam- 
boa at  all  ? 

General  Davis.  Because  these  tremendous  floods  will  put  an  end  to 
navigation.  We  can  not  take  65,000  second-feet  into  tne  canal  and 
maintain  navigation.  The  dam  is  necessary  to  keep  out  all  the  silt 
and  all  the  ffravel  that  is  rolled  along  the  bottom,  and  all  the  bowl- 
ders and  drift  that  would  come  tearing  down  there. 

Senator  Morgan.  And  also  to  supply  water  in  the  case  of  a  de- 
ficiency in  very  dry  time  ? 

General  Davis.  We  do  not  care  anything  about  that  for  a  sea-level 
canal. 

Senator  Morgan.  Oh.  no;  not  for  a  sea-level  canal.  Then  it  is 
exclusively  a  protection  against  floods? 

General  Davis.  It  is  purely  reo:ulating  works.  Incidentally,  it 
would  be  used  to  develop  jDower  T()r  electric  lighting  and  to  run  a 
trolley  railroad,  etc. 

Senator  Morgan.  Of  course  it  would  develop  a  very  great  power 
for  such  purposes  ? 

General  Davis.  Oh,  yes;  it  would  develop  many,  many  thousand 
horsepower.  I  have  forgotten  how  many ;  but  it  is  very  easy  to  com- 
pute it. 

Senator  Kittredge.  I  have  forgotten  for  the  moment  the  height  of 
that  dam  above  the  surface. 

General  Davis.  Above  the  surface? 

Senator  Kittredge.  Yes. 

General  Davis.  It  is  130  feet  above  the  surface  of  the  ground. 

Senator  Kittredge.  And,  as  I  recall  it,  it  is  about  55  feet  from  the 
surface  to  the  bed  rock? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  General,  in  digging  a  sea-level  canal  from  the 
Bay  of  Limon  to  Gamboa,  you  would,  I  suppose,  get  as  close  as  you 
conveniently  could  to  the  hills  that  are  on  the  right  bank  of  the 
Chagres  River? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  You  would  have  to  trim  off  certain  points  in 
order  to  get  your  lines  straightened  out  ? 

General  Davis.  The  hills  on  the  right  bank,  you  say  ? 

Senator  Morgan.  On  the  right  bank. 

Greneral  Davis.  I  should  take  the  most  favorable  location  for  the 
canal,  wherever  it  was,  without  regard  to  any  particular  bank. 
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Senator  Morgan.  Yes;  you  would  take  the  favorable  location,  and 
cut  the  bank  away  ?     . 

General  Davis.  Yes;  I  wo^ld  straighten  the  bends  and  gej-  the 
necessary  width  and  curvature,  etc. 

Senator  Morgan.  Is  it  not  practicable,  in  dealing  with  the  sea- 
level  canal  on  that  plan,  to  utilize  the  spoil  out  of  the  canal,  and  par- 
ticularly between  Bohio  and  Gamboa,  so  as  to  make  a  formidable 
protection  or  wall  against  any  other  water  that  comes  down  from  the 
Obispo  or  the  Chagres  or  anywhere  else?  You  would  get  it  across 
your  canal. 

General  Davis.  To  utilize  the  spoil  for  building  an  embankment 
between  Bohio  and  Gamboa  ? 

Senator  Morgan.  Yes;  utilize  the  spoil  so  as  to  build  the  em- 
bankment next  to  the  river  as  you  come  on  up,  or  next  to  the  low 
ground;  throw  the  spoil  on  one  side.    The  hills  are  on  one  side. 

General  Davis.  Where  do  the  tributary  streams  come  in  ?  Some  of 
them  are  mere  rivulets,  the  size  of  your  wrist  or  arm,  and  others  are 
of  considerable  volume  in  times  of  flood.  Those  little  brooks  would 
be  interrupted  by  such  an  embankment  as  you  speak  of. 

Senator  Morgan.  No,  no. 

General  Davis.  Then  I  do  not  understand  your  question. 

Senator  Morgan.  They  would  be  let  into  the  canal  freely.  Tliey 
come  out  of  the  hills  ? 

General  Davis.  Yes ;  they  come  out  of  the  hills. 

Senator  Morgan.  We  would  throw  all  the  spoil  in  the  embankment 
on  the  other  side,  toward  the  river.  I  am  coming  up  the  right  bank 
of  the  Chagres  River,  and  throwing  all  the  spoil  out  of  the  cut. 

General  Davis.  These  tributary  streams  would  sweep  it  all  back 
into  the  canal  unless  they  were  controlled  by  systematic  means  and 
weirs  provided. 

Senator  Morgan.  But  you  have  the  tributary  streams  on  the  wrong 
side,  I  think. 

General  Davis.  There  are  tributary  streams  on  both  sides,  you 
know. 

Senator  Morgan.  I  understand  that;  and  I  understand  that  they 
have  to  be  dammed  off.  Those  that  come  in  on  the  left  bank  of  the 
Chagres  River  have  to  be  controlled  by  dams? 

General  Davis.  Ye?. 

Senator  Morgan.  Each  dam  being  applicable  to  each  stream? 

General  Davis.  Yes. 

Senator  Morgan.  Very  good.  On  the  other  side,  on  the  right  bank 
of  the  river,  the  streams  are  smaller,  not  so  numerous,  and,  if  I  have 
understood  you  correctly,  there  is  not  much  of  a  channel  to  be  dug  to 
divert  them  ?  ,      i  ,  •_ 

General  Davis.  The  depth  of  excavation  for  a  sea-level  canal  from 
Bohio  to  Gamboa  ranges  all  the  way  from  a  mean  of,  I  will  say, 
45  feet  at  Bohio  up  to  the  mouth  of  the  Obispo,  or  from  the  bottom 
of  the  canal — whicn,  you  will  remember,  is  40  feet  below  the  sea — of 
75,  80,  or  85  feet. 

Senator  Morgan.  Let  us  put  it  at  85  feet,  so  as  to  get  it  clearly. 

General  Davis.  Yes;  something  like  that. 

Senator  Morgan.  All  right;  85  feet.  In  digging  that  canal  you 
would  have  to  take  out  a  good  deal  of  earth  oetween  Bohio  and 
Gamboa? 
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General  Davis.  Oh,  a  great  deal. 

Senator  Morgan.  Very  good. 

General  Davis.  By  the  way,  I  happen  to  remember  now  that  the 
sea-level  canal  from  the  mouth  of  the  Mindi  to  Gamboa  involves  the 
excavation  of  95,000,000  yards  of  material. 

Senator  Morgan.  Very  good.  Now,  take  those  95,000,000  yards, 
if  you  please,  and  throw  them  away  from  the  bordering  hills  on  the 
right  bank  of  the  Chagres  River  and  run  your  canal  as  close  to  the 
hills  as  you  can  conveniently  and  economically  get  it. 

General  Davis.  Yes. 

Senator  Morgan.  And  throw  all  of  the  spoil  out  of  this  canal — 
there  is  a  great  deal  of  earth  there — in  the  direction  of  the  Chagres 
River,  so  as  to  make  an  embankment  to  fence  it  off. 

Greneral  Davis.  Yes. 

Senator  Morgan.  Would  not  that  be  a  great  protection  to  it,  if  you 
got  the  Chagres  River  across  your  canal  at  some  place  ? 

Greneral  Davis.  I  can  not  see,  Senator,  how  you  could  arrive  at  any 
condition  of  affairs  that  would  be  as  favorable  as  it  would  to  follow 
the  idea  that  the  majorit}''  recommends.  It  seems  to  me  that  that  is 
reducing  the  thing  to  its  simplest  terms. 

Senator  Morgan.  Your  idea  of  building  the  canal  is  that  the 
simplest  way  to  build  it  and  the  cheapest  way  and  the  most  econom- 
ical way  is  to  follow  practically,  in  a  general  sense,  the  flow  of  the 
Chagres  River?  ] 

General  Davis.  Yes,  sir ;  I  think  so. 

Senator  Morgan.  Aiid  take  that  river  in  as  you  go  along? 

General  Davis.  Yes ;  take  that  river  in  as  you  go  along,  after  you 
have  your  canal  finished.  After  the  canal  is  made,  then  take  in  the 
remilated  flow  of  that  river. 

benator  Morgan.  I  have  never  seen  why  it  is  necessary  to  take  it 
out  while  you  are  digging  the  canal,  if  you  dredge  it. 

Greneral  Davis.  \Vnen'you  get  up.  Senator,  to  a  place  where,  we 
will  say,  the  present  floor  of  the  river  is  at  40  feet  above  the  sea  and 
your  canal  is  40  feet  below  the  sea,  therefore  in  working  there  with 
your  dredges  you  have  a  breast  80  feet  high,  40  feet  of  which  is  out  of 
Water.    Is  that  thinkable? 

Senator  Morgan.  I  can  see  that  that  40  feet  out  of  water  would 
have  to  be  dug  away. 

General  Davis.  And  40  feet  below. 

Senator  Morgan.  That  would  have  to  be  dredged. 

General  Davis.  And  the  dredges  are  floating  in  this  channel 
already  made  up  to  this  point  40  feet  deep. 

Senator  Morgan.  Yes. 

General  Davis.  Now,  there  is  a  breast  ahead  of  you  that  is  40  feet 
high,  and  over  the  head  of  which  is  coming  the  flow  of  the  Chagres 
River.    Is  that  clear  ? 

Senator  Morgan.  Yes ;  so  that  vou  have  to  fence  it  out  in  order  to 
digit? 

Greneral  Davis.  Yes;  that  is  it. 

Senator  Morgan.  That  is  one  of  the  very  great  expenses,  in  my  con- 
ception, that  you  will  have  all  the  time  you  are  digging  that  canal. 
You  will  have  to  fence  out  the  Chagres  River  and  make  a  dry  digging 
of  it  all  the  way  through. 
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General  Davis.  This  will  happen  in  the  construction  of  that  canal 
(it  will  not  be  any  great  calamity,  but  this  will  happen) :  The  engi- 
neers will  try  to  carry  the  flood  flow  of  this  river  m  these  diversion 
channels,  but  until  the  time  the  Gamboa  dam  is  made  these  diversion 
channels  will  be  inadequate  to  carry  the  Chagres  flood  at  times.  It 
is  perfectly  well  understood  that  that  will  be  so.  'What  will  happen  ? 
That  flood  will  come  along,  bearing  down  there  while  these  dredges 
are  at  work,  and  it  will  interrupt  things.  It  will  fill  up  some  of  the 
workings ;  it  will  flood  the  whole  thing  for  the  time  being. 

Senator  Morgan.  And  wash  everything  out  to  sea? 

General  Davis.  Not  everything ;  no.  The  dredges  will  be  moored ; 
they  will  be  kept  there.  The  ffoods  will  sweep  out  the  false  work; 
they  will  do  ten  or  fifteen  or  twenty  or  fifty  thousand  dollars'  damage, 
perhaps,  and  in  a  week's  time  they  will  be  going  ahead  again. 

Those  things  happen  in  all  these  great  big  works  everywhere.  Such 
a  thing  happened  in  the  Sweetwater  dam  yesterday,  where  the  false 
works  were  swept  out.  But  that  is  not  going  to  discourage  them  from 
going  right  ahead  again  and  building  a  dam  there. 

So  in  the  building  of  the  Susquehanna  dam  that  Mr.  Parsons  is  at 
work  at  now;  he  is  going  to  have  trouble.  He  is  going  to  have 
floods  of  600,000  second-feet  in  the  Susquehanna  River  to  contend 
with,  and  he  is  going  to  lose  a  lot  of  money  for  his  employers  at  times 
by  the  accidents  of  these  sudden  rises.  But  that  is  not  going  to  stop 
the  work. 

Those  accidents  are  going  to  occur  at  Panama  in  just  that  way,  with 
any  kind  of  a  canal  that  is  built.  They  are  going  to  have  accidents, 
and  they  are  going  to  cost  some  money ;  but  mey  will  be  overcome  in 
the  end. 

Senator  Morgan.  Your  apprehensions  about  the  effect  of  the 
Chagres  River  pouring  over  this  embankment  and  interrupting  the 
work  indicate  that  no  part,  or  a  very  small  part,  of  the  work  between 
the  Bay  of  Limon  and  Gamboa  can  be  done  by  dredges? 

General  Davis.  A  very  small  part  of  the  rockwork  can*  be  done  by 
dredges.  Senator.    I  think  there  is  a  verv  small  part  of  that. 

Senator  Morgan.  Or  any  other  work  f 

General  Davis.  If  we  had  unlimited  space  to  work  dredges  against, 
what  we  call  a  "  breast,"  if  we  had  a  mile  stretch  to  put  them  ana  work 
in,  we  could  think  out  plans  for  doing  it.  But  where  you  have  only 
150  or  200  feet  of  width,  with  a  breast  200  feet  wide  and*  60  or  70  or  80 
feet  high,  and  you  are  working  always  against  that  breast,  your  rate 
of  progress  would  be  so  slow  that  you  would  not  get  the  canal  made  in 
a  hundred  years. 

Senator  Morgan.  Then,  in  any  calculations  or  judgment  we  may 
arrive  at  about  this  matter  we  must  eliminate  the  dredge  ? 

General  Davis.  You  wull  have  to  eliminate  the  dredge  in  all  that 
rockwork  as  cutting  any  considerable  figure. 

Senator  Morgan.  You  say  "  roclovork ;  "  but  it  seems  to  me  it  ap- 
plies as  well  to  the  earthwork  as  it  does  to  the  rockwork. 

General  Davis.  I  say  "  rockwork  "  because  the  rock  happens  to  be 
found  where  the  cutting  is  deepest.    That  happens  to  be  the  case. 

You  know  what  Mr.  Bunau-Varilla's  ingenious  idea  is — ^to  do  all 
of  this  work  under  water.  He  says  that  you  can  take  rock  out  under 
water  so  much  cheaper  than  you  can  take  it  out  dry.  That  is  the 
basis  of  his  argument.    And  yet  the  MacArthur  Brothers,  who  are 
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improving  the  Hay  Lake  channel  up  there  near  the  Soo,  and  who 
had  a  contract  based  on  about  $2.80  tor  the  excavation  of  rock  under 
water,  instead  of  doing  it  under  water  have  gone  to  work  and  built  a 
bulkhead  at  each  end  of  a  3-mile  stretch  and  pumped  it  all  out,  so 
that  they  can  do  it  in  the  dry. 

Senator  Morgan.  It  results  from  the  little  discussion  we  have  just 
been  having,  it  seems  to  me,  that  all  the  hauling  down  there  will 
have  to  be  done  by  railroad. 

General  Davis.  I  think  that  all  of  the  Culebra  hauling  will  have  to 
\)e  done  by  rail.  Senator. 

Senator  Morgan.  Not  the  Culebra,  merelv? 

General  Davis.  All  of  the  deep  cutting  will  have  to  be  doneT)y  rail. 
Where  it  is  a  dredging  proposition  and  the  earth  and  the  rock  are  at 
no  very  great  depth,  the  dredges  will  do  the  work.  You  can  start 
them  in  at  more  tnan  one  place. 

Senator  Morgan.  That  applies  to  both  types  of  canal  ? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  Equally  ? 

General  Davis.  Not  equally,  no ;  because  the  amount  of  excavation 
is  different  in  the  two  types  of  canal. 

Senator  Morgan.  I  mean  in  an  equal  degree  ? 

General  Davis.  Yes,  in  an  eaual  degree;  to  the  extent  to  which 
their  excavations  apply;  certainly. 

Senator  Morgan.  Yes.  That  means  that  the  steam  shovel  and  the 
railroad  are  the  great  implements  with  which  this  canal  is  to  be  dug, 
whether  it  is  a  sea-level  or  a  lock  canal? 

General  Davis.  Yes,  sir;  all  the  upper  part  of  it,  all  the  deep  part 
of  it:  but  the  low,  level  parts  will  be  done  oy  the  dredge. 

Senator  Morgan.  From  Bohio  to  Port  Limon? 

General  Davis.  From  the  sea  up  to  Bohio  and  up  to  Miraflores. 

Senator  Morgan.  That  would  be  done  by  dredging? 

General  Davis.  Oh,  yes;  that  will  be  done  by  dreaging. 

Senator  Morgan.  That  is  20  miles  including  those  dredging  lines? 

General  Davis.  It  is  17  miles  from  Limon  Bay  to  Bohio ;  it  is  about 
7  miles  from  the  Pacific  end  up  to  Miraflores.    That  is  about  24. 

Senator  Morgan.  Tweivty-four  miles? 

General  Davis.  Just  about  half  of  the  line  is  a  dredging  proposi- 
tion. 

Senator  Morgan.  The  dredging  proposition,  then,  would  cover  just 
about  half  of  the  entire  length  of  the  canal? 

General  Davis.  Yes;  and  a  little  of  the  work  above  Bohio  is  a 
dredging  proposition,  too — a  couple  of  miles  or  so  above  Bohio.  At 
Bohio,  you  know,  w^e  cut  through  a  spur. 

Senator  Morgan.  Yes;  from  Miraflores  into  the  Pacific  Ocean,  as 
deep  as  you  would  want  to  go  down  to  the  40-foot  contour,  you  can  ga 
with  dredges? 

General  Davis.  Yes,  sir;  you  can  do  all  of  that  work  by  dredges. 
Some  of  it  is  rock,  but  you  could  blast  the  rock  and  take  it  out  with 
dredges. 

Senator  Morgan.  And  from  Bohio  to  the  Bay  of  Limon  you  can 
do  it  with  dredges? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  You  can  do  the  work  with  dredges? 

General  Davis.  Yes,  sir. 
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Senator  Morgan.  And  in  the  interval  between  Boliio  and  Gamboa 
you  would  have  to  work  in  the  dry  ? 

General  Davis.  A  good  deal  oi  the  way;  but  there  is  some  part  of 
that  distance  that  can  be  dredged. 

Senator  Morgan.  There  are  probably  a  couple  of  miles  that  you 
could  dredge  above  Bohio? 

General  Davis.  There  are  two  or  three  miles,  maybe,  of  dredging 
proposition  in  there. 

Senator  Morgan.  Then  that  would  leave  about  15  miles? 

General  Davis.  Something  like  that.  ^ 

Senator  Morgan.  Of  dry  work  ? 

General  Davis.  Of  dry  work ;  yes,  sir. 

Senator  Morgan.  Over  the  whole  of  it? 

General  Davis.  Yes. 

Senator  Morgan.  All  but  15  miles  of  it  could  be  done  with  dredges? 

General  Davis.  I  do  not  mean  to  say  that  dredges  would  not  be  used 
to  some  extent  all  the  way  to  Gamboa.  I  think  they  would  be.  to 
isomQ  extent ;  but  all  of  the  great  mass  of  the  top  work  down  to  the 
«ea  level  will  have  to  be  taken  off  in  the  dry. 

Senator  Morgan.  Then  after  you  got  your  canal  all  dug,  equipped, 
and  everything  of  the  sort,  you  would  not  have  any  use  for  the  Gam- 
boa dam  ? 

General  Davis.  After  we  have  the  canal  made? 

Senator  Morgan.  Yes. 

General  Davis.  Oh,  my  dear  sir,  yes.  That  is  the  time  that  its  use 
becomes  most  important— that  is,  to  regulate  and  control  these  floods. 

Senator  Morgan.  Then  I  am  mistaken  in  my  understanding  of 
J  our  testimony  that  after  the  canal  is  completed  at  sea  level  it  will 
take  care  of  all  of  the  waters  of  the  Chagres  River? 

General  Davis.  It  will  take  care  of  all  the  water  in  a  regulated 
flow. 

Senator  Morgan.  Oh,  you  mean  that? 

General  Davis.  Oh,  yes ;  I  mean  that,  of  course. 

Senator  Morgan.  You  do  not  propose  to  dispense  with  that  dam  ? 

General  Davis.  Oh,  by  no  means ;  no,  sir. 

Senator  Morgan.  So  that  dam  is  put  there  for  good  and  all? 

General  Davis.  For  good  and  all,  to  remain  there  forever,  and  to 
regulate  the  flow  of  the  Chagres  River  for  all  time,  and  to  spill  the 
water  of  that  river  out  just  as  slowly  as  we  wish  to  and  as  fast  as  we 
wish  to. 

Senator  Morgan.  Yes.  Now,  suppose,  General,  that  Congress 
should  come  to  the  conclusion  that  the  most  ooonomical  apd  the 
•quickest  and  the  best  way  at  present  to  build  that  canal  Arould  be  to 
build  a  lock  canal,  with  locks  in  the  vicinity  of  Gamboa,  say,  a  mile 
Apart,  of  30  feet  elevation,  and  locks  in  the  vicinity  of  Miraflores,  ut  a 
proper  distance,  about  30  feet  elevation,  and  with  two  locks  on  each 
side;  that  would  leave  a  60-foot  elevation  above  the  level  of  the  sea, 
•cutting  down  the  Culebra  and  Emperador  heights  until  you  got 
down  to  the  60-foot  level? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  Suppose  that  the  two  Houses  of  Congress  and  the 
President  should  come  to  the  conclusion  that,  after  all,  a  sea-level 
canal,  reaching  to  Gamboa,  or  in  that  vicinity,  and  from  Miraflores 
out  to  the  40-n>ot  contour  in  the  Bay  of  Panama,  would  be  the  best 
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and  the  cheapest,  and  that  it  would  at  the  same  time  enable  the  engi- 
neers, in  the  construction  of  this  work,  to  determine,  before  these  sea- 
level  reaches  could  be  dredged  and  completed,  whether  it  was  better 
or  not  better  to  take  out  that  cube  of  earth  and  rock  (most  of  it  rock) 
between  Gamboa  and  Miraflores.  The  point  I  want  to  get  at  is  this : 
If  you  dredged  your  canal  up  to  Gamboa,  in  pursuance  of  such  a 
suggestion  as  I  have  made,  is  there  any  difficulty  in  that  soil  and  at 
that  place  in  putting  in  two  locks,  say,  half  a  mile  apart,  but  not  in 
flights,  or  a  mile  apart?  Is  the  soil  adapted  to  putting  locks  into 
that  canal  ? 

General  Davis.  The  answer  is  very  easy.  The  situation  at  Obispo 
is  not  difficult  to  see  from  this  map.  The  point  to  which  Senator 
Morgan's  question  relates  is  here  [indicating].  You  see  the  figure 
"  31 "  there;  that  means  31  miles  from  Colon.  The  village  of  Obispo 
stands  right  here.  Here  we  come  into  a  straight  tangent,  or  neany 
so,  approaching  the  Culebra.  These  locks,  if  located,  must  not  be 
farther  to  the  eastward  than  31.  They  must  come  in  this  space. 
The  locks  on  the  other  side  would  be,  one  at  Miraflores  and  one  at 
Pedro  Miguel,  here  [indicating]. 

The  situation  which  is  described  in  the  question  will,  I  think,  leave 
a  lock  canal  infinitely  to  be  preferred  to  the  lock  canal  which  the 
minority  recommends.  I  think  this  is  a  situation  in  which  two  locks 
can  be  placed,  one  circumstance  only  opposing  it,  and  that  is  that 
this  approach  to  the  lock  is  a  curve — a  curve  that  can  not  be  dis- 
pensea  with.  It  is  inevitable.  It  happens  to  be  one  of  the  four 
sharpest  curves  in  the  whole  canal  line,  the  radius  from  this  center 
point  being  8,200  feet. 

That  is  the  only  unfavorable  feature.  But  two  locks  can  be  placed 
here,  and  two  can  be  placed  on  the  west  side  or  the  southwest  side; 
and  that  will  leave  a  sea-level  canal  to  Gamboa  and  a  sea-level  canal 
to  Miraflores,  with  an  elevation  60  feet  high  interposed — that  is,  with 
an  elevation  60  feet  high  minus  the  depth  of  the  canal  itself,  which 
is  40  feet.  Therefore  the  floor  of  the  canal  will  be  20  feet  above 
the  level  of  the  sea ;  and  40  feet  to  its  own  bottom  will  leave  a  height 
of  land  interposed  of  60  feet. 

I  think  that  before  the  engineers  ^t  through  with  the  making  of 
that  canal  they  will  be  very  impatient  to  get  authority  from  the 
C!ommission  or  the  Government  or  somebody  to  take  out  those  other 
thirty,  forty,  or  fifty  million  yards. 

Senator  Morgan.  The  great  proposition  involved  in  the  question 
I  put  is  just  this:  That  in  constructing  a  canal  on  the  plan  I  have 
mentioned,  starting  the  construction  and  carrving  it  on  the  plan  I 
liave  mentioned,  it  is  practicable  to  ascertain  oy  the  cost  of  various 
kinds  of  work  and  cost  of  transportation  and  all  other  costs  con- 
nected with  it  almost  the  exact  value  of  taking  out  this  cube  between 
Gambnoa  and  Miraflores. 
Greneral  Davis.  Yes,  sir. 

Senator  Morgan.  And  when  you  have  dug  down  to  60  feet,  proba- 
bly you  will  have  dredged  in  as  far  as  Bohio,  at  least,  or  you  may 
possibly  have  dredged  in  as  far  as  Gamboa,  and  on  the  other  side 
you  will  have  dredged  in  to  Miraflores. 
General  Davis.  Yes,  sir. 

Senator  Morgan.  And  then,  aided  by  the  lessons  of  exi)erience 
and  observation,  and  also  assisted  in  coming  to  our  conclusions  by 
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the  financial  condition  of  the  country,  it  could  be  ascertained  w  ith 
more  satisfaction  than  it  is  possible  to  ascertain  by  a  present  con- 
iecture  or  present  calculation  as  to  whether  that  great  cube  of  stone 
between  Gamboa  and  Miraflores  could  be  economically  removed,  and 
bring  the  whole  canal  to  sea-level.  That  strikes  me  as  being  one  of 
the  elements  in  a  recommendation  on  this  proposition  which  is  a 
very  important  one,  considering  all  the  situation,  and  particularly 
the  state  of  public  opinion,  which,  before  this  canal  is  ever  built 
down  to  a  sea-level,  will  have  to  crystallize  and  ripen  in  favor  of  it 
through  observation  and  experience. 

General  Davis.  Yes,  sir. 

Senator  Morgan.  Now,  I  have  seen  a  plan  which  occurs  to  me  as 
being  a  verv  important  one  and,  I  believe,  a  practical  solution  of  the 
difficulty  of  getting  rid  of  any  possible  interruption  or  interference 
by  the  Chagres  Eiver  after  the  Gamboa  dam  is  completed.  That  is 
to  unite  with  the  Gamboa  dam  a  viaduct  crossing  the  Chagres  River 
at  the  elevation  of  60  feet  above  the  sea  level,  that  viaduct  to  be  ap- 
proached from  the  northward  or  eastward,  the  eastern  end  to  be  con- 
nected bj^  a  lock  of  30  feet  elevation,  with  another  lock  a  half  a  mile 
or  a  mile  distant,  that  having  another  30  feet  of  elevation,  where  it 
would  connect  with  the  sea-level  cutting;  and,  on  the  other  hand,  hav- 
ing at  Miraflores  and  Pedro  Miguel  locks  of  the  same  elevation  that 
would  let  the  water  down  or  let  it  up,  as  the  case  might  be,  into  a  lock 
canal ;  the  lock  canal  to  be  supplied  and  regulated  through  this  via- 
duct or  into  this  viaduct  from  the  Gamboa  dam. 

General  Davis.  I  think  I  have  seen  some  plan  that  answers  the 
description  you  give. 

Senator  Morgan.  I  wish,  before  we  close  this  examination,  that  I 
may  have  the  privilege  of  submitting  a  question  to  you  upon  this 
basis,  and  asking  you  for  your  judgment  as  to  its  practicability.  I 
call  attention  to  it  now,  Mr.  Chairman,  because  I  will  hand  General 
Davis  at  a  proper  time  that  question,  and  let  him  give  us  in  writing — 
if  the  committee  is  willing — a  statement  of  his  opinion  upon  the  prac- 
ticability of  that  plan.  1  will  hand  j^ou  the  question  some  time  dur- 
ing the  day.  General,  if  you  please. 

General  Davis.  Yes,  sir ;  I  will  be  very  glad  to  have  it. 

Senator  Morgan.  And  I  will  ask  permission  that  General  Davis 
may  put  his  reply  to  that  question,  which  I  will  read  to  the  commit- 
tee before  I  hand  it  to  him,  into  his  examination,  as  if  he  was  here 
present  when  the  question  was  asked. 

The  Chairman.  Do  you  wish  to  put  it  in  writing? 

Senator  Morgan.  Yes;  to  put  it  in  writing,  and  to  just  put  the 
question  and  the  answer  to  that  simple  proposition  in  the  record. 

Senator  Ankeny.  Does  that  contemplate  a  division  of  the  Chagres 
waters  east  and  west? 

Senator  Kittredge.  It  will  explain  itself. 

Senator  Morgan.  Yes.  It  contemplates  the  filling  of  the  prism  of 
the  canal  between  Gamboa  and  Miraflores  with  Chagres  water,  fresh 
water.  The  balance  of  the  canal  on  either  side  would  be  filled,  of 
course,  by  similar  water  coming  from  the  sea  on  either  side. 

Senator  Kittredge.  What  is  the  character  of  the  foundations  at 
that  point? 

General  Davis.  At  Gamboa  ? 

Senator  KriTREDGE.  At  Obispo. 
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General  Davis.  Rock — conglomerate,  hard  conglomerate. 

Senator  Kittredge.  How  near  the  surface  ? 

General  Da  vis.  It  crops  out  away  up ;  it  is  all  around  Obispo. 

Senator  Kittredge.  And  what  is  the  character  of  the  surface,  say, 
half  a  mile  or  a  mile  toward  Panama  from  Obispo? 

General  Davis.  From  Obispo? 

Senator  Kittredge.  Yes. 

General  Davis.  That  would  be  the  station  we  call  Haute  Obispo; 
it  is  similar  to  the  groimd  about  Obispo  itself.  The  ground  is  rising; 
rising,  rising  constantly. 

Senator  Kittredge.  Is  there  rock  near  the  surface  up  there? 

General  Davis.  Yes ;  there  is  rock  near  the  surface  all  along  there. 
There  is  an  abundance  of  rock  all  along  there  for  some  little  dis- 
tance, I  think.  In  fact,  all  the  way  from  Obispo  to  Pedro  Miguel 
you  may  say  it  is  a  rock  proposition,  except  the  covering  of  the  soil 
on  the  surface. 

Senator  Morgan.  Matachin  is  about  5  miles,  is  it,  from  Gamboa? 

General  Davis.  From  Gamboa  ? 

Senator  Morgan.  Yes. 

General  Davis.  Oh,  no.  Matachin,  I  should  say,  was  about  a  mile 
or  a  mile  and  a  quarter  from  Gamboa. 

Senator  Morgan.  Down  the  river? 

General  Davis.  Down  the  river. 

Senator  Morgan.  Yes.  Now,  what  is  the  general  description  of 
the  country  between  Matachin  and  Gamboa,  taking  the  straight  line? 

General  Davis.  Very  much  the  same  as  it  is  below.  It  is  a  rolling 
ground,  and  the  river  is  running  through  a  channel  the  banks  of 
which  are  20  or  25  or  30  feet  high — cultivated  in  bananas  and  corn 
and  other  things.     It  is  a  rolling,  broken  surface. 

Senator  Morgan.  If  you  should  bring  your  sea-level  canal  to  Mata- 
chin, or  in  that  vicinity,  and  you  wished  to  put  in  a  lock  there 

General  Davis.  There  is  no  difficulty  in  putting  in  a  lock  on  rock 
foundation  at  Matachin. 

Senator  Morgan.  At  Matachin? 

General  Davis.  No. 

Senator -Morgan.  Or  anywhere  between  there  and  Bohio? 

General  Davis.  I  would  not  say  anywhere  between  there  and 
Bohio. 

Senator  Morgan.  There  are  lock  sites,  however? 

General  Davis.  There  are  lock  sites  at  several  places — ^two  or  three 

? laces — between  Gamboa  and  Bohio.    One  is  at  San  Pablo,  a  very 
avorable  lock  site. 

Senator  Morgan.  Do  you  say  between  Gamboa  and  Bohio? 
General  Davis.  Between  Bohio  and  Gamboa,  at  several  points, 
there  are  sites  where  you  could  build  a  lock  without  any  trouole  on 
a  rock  foundation. 
Senator  Morgan.  That  is  what  I  wanted  to  get  at. 
General  Davis.  Oh,  yes;  you  can  do  it  in  many  places;  and  San 
Pablo  is  a  rather  favorable  place  for  a  lock,  too,  for  the  ground  is 
high  close  by  on  each  side. 

Senator  Morgan.  On  the  plan  I  suggest,  there  is  at  present  no 
probability  that  there  is  any  want  of  proper  lock  sites  to  connect  the 
sea-level  with  the  lock  canal? 
F  c— VOL  3— Of ^20 
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General  Davis.  Oh,  no;  oh,  no.  You  can  connect  it  below.  You 
would  save  money  by  shortening  up  your  sea-level  portion  and  put- 
ting your  locks,  one,  say,  at  Bohio,  ana  one  at  San  Pablo,  and  another 
one  at  Obispo.  If  you  had  three  locks,  going  up  to  90  feet,  you 
would  save  more  money  that  way. 

Senator  Morgan.  You  would  not  want  three  locks,  though,  for  60 
feet  of  elevation? 

General  Davis.  Oh,  no;  of  course  not. 

Senator  Morgan.  You  would  want  only  two? 

Greneral  Davis.  Yes ;  that  is  all. 

Senator  Morgan.  That  is  all  I  wanted  to  ask. 

Senator  Ejcttredge.  What  would  be  the  length  of  the  dams  at 
Obispo  and  the  place  just  south  of  there  toward  Panama? 

General  Davis.  The  dams?  There  would  be  no  dams  required  on 
a  60-foot  proposition.  The  surface  of  the  ground  would  be  higher 
than  the  top  of  your  lock. 

Senator  Kittredge.  That  is  the  point  that  I  wished  to  ask  about. 

General  Davis.  Yes ;  the  surface  of  the  ground  would  be  higher. 

Senator  Morgan.  No  ;  there  is  no  dam  on  that  site  at  all. 

Senator  Kittredge.  It  would  be  simply  the  lock  structure? 

General  Davis.  That  is  all.    Oh,  no ;  there  would  be  no  dam  there. 

Senator  Kittredge.  And  would  the  same  condition  hold  at  Pedro 
Miguel  or  Miraflores,  in  that  vicinity  ? 

General  Davis.  N6t  quite,  because  there  is  the  little  river  Rio  Grande 
down  there  to  be  taken  care  of;  and  just  so  that  would  be  disposed  of, 
which  would  be  a  small  matter,  the  conditions  would  be  similar. 

Senator  Kittredge.  In  that  plan  or  tvpe,  I  assume  that  the  water 
from  Lake  Gamboa  would  be  introduceci  into  the  prism  of  the  canal 
above  the  locks? 

General  Davis.  Exactly. 

Senator  Kittredge.  And  the  water  would  be  used  in  that  event  to 
feed  the  locks  ? 

General  Davis.  Exactly. 

Senator  Kittredge.  Do  you  think  that  water  supply  would  be 
ainple  for  that  purpose? 

General  Davis.  Oh,  abundant.  As  I  showed  you  yesterday,  it  is 
three  and  a  half  times  greater  than  the  minority  proposed  for  their 
own  lock  supply  with  the  Gatun  Lake — three  and  a  half  times  more. 
Oh,  it  is  an  abundance.  I  have  made  a  calculation  that  shows  that 
without  any  question. 

Senator  Morgan.  If  you  will  allow  me  to  make  a  suggestion^  the 
plan  that  I  mentioned  provides  for  the  same  lockage  at  Pedro  Miguel 
and  Miraflores  that  is  provided  for  by  the  proposition  of  the  minority 
with  a  dam  at  Gatun,  except  that  there  is  one  lock  less. 

General  Davis.  Yes ;  well,  they  have  a  summit  level  of  85  feet,  you 
know. 

Senator  Morgan.  Yes;  with  an  85-foot  level. 

General  Davis.  And  you  propose  60? 

Senator  Morgan.  And  I  propose  CO. 

General  Davis.  There  would  be  that  difference. 

Senator  Morgan.  There  would  be  that  difference? 

General  Davis.  Yes ;  26  feet  taken  off  of  85. 

Senator  Morgan.  It  would  take  out  one  of  the  locks  ? 
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General  Davis.  Yes. 

Senator  Morgan.  My  proposition  would  require  two  locks  instead 
of  three  at  that  place. 

General  Davis.  Yes;  I  see. 

Senator  Kittredge.  What  would  be  the  expense  of  constructing  the 
locks  at  Obispo  and  the  next  lock  toward  Panama,  at  Pedro  Miguel 
or  Miraflores,  or  in  that  vicinity  ?  * 

General  Davis.  The  cost  of  them? 

Senator  Kittredge.  On  the  plan  or  type  suggested  by  Senator 
Morgan  in  his  question  ? 

General  Davis.  That  would  be  a  Question  that  I  could  not  answer 
without  careful  calculation  and  study;  but  those  four  locks,  I  sup- 
pose, would  cost  about  in  proportion  as  the  six  were  expected  to 
in  the  85-foot  project — ^that  is,  they  would  be  as  4  is  to  6 — tw6- 
thirds;  and  that  amount  was  $35,000,000.  I  suppose  it  would  be 
two-thirds  of  the  $35,000,000;  something  like  that.  That  is  as  near 
as  I  could  state  it  oflFhand. 

Senator  Kittredge.  You  stated,  in  answer  to  a  question  by  Senator 
Morgan,  that  if  this  is  to  be  a  lock  canal  you  preferred  the  type  of 
lock  canal  suggested  by  him  to  that  proposed  by  the  minority. 

General  Davis.  I  think  in  general  it  would  be  preferable. 

Senator  Kittredge.  I  wish  you  would  give  your  reasons  for  that 
answer. 

General  Davis.  Because  it  is  more  readilj  converted  into  a  sea- 
level  canal;  because  I  think -that  is  the  ultimate  we  are  coming  to 
always,  and  it  would  be  more  convertible ;  that  is  the  reason. 

Senator  Kittredge.  What  about  the  safety  of  the  lock  structure 
suggested  by  Senator  Morgan? 

Gfeneral  Davis.  Oh,  it  would  be  safe  enough.  There  would  be  no 
question  of  safety.    AH  of  his  locks  would  l^  on  solid  rock. 

Senator  Kjttredge.  Would  every  element  of  doubt  regarding  the 
stability  of  the  lock  structure  be  eliminated  t 

General  Davis.  Oh,  I  think  so.  They  would  all  be  on  solid  rock 
foundation.    It  is  the  60- foot  project  the  Senator  is  talking  about? 

Senator  Kittredge.  Yes. 

General  Davis.  Oh,  yes ;  they  would  all  be  on  rock  foundation.    ^ 

Senator  Kittredge.  How  much  in  excavation  would  be  saved  by 
the  plan  suggested  by  Senator  Morgan  over  the  sea-level  type  pro- 
posed by  the  majority  of  the  Board  of  Consulting  Engineers? 

General  Davis.  That  is  a  question  no  one  could  answer  specifically 
without  making  some  calculations ;  but  there  are  some  guiding  points 
that  you  can  regard.  In  the  lock  proposition  of  the  minority  they 
propose  to  excavate  from  the  Culebra  some  53,000,000  yards.  For 
the  sea-level  proposition  there  is  contained  in  the  Culebra  from 
Obispo  to  Pedro  Miguel  110,000,000  yards.  So  the  difference  be- 
tween those  figures  represents  the  earth  that  would  remain,  provided 
the  sea-level  plan  at  85-foot  elevation  was  carried  out. 

Now,  the  Senator's  proposition  is  to  go  down  25  feet  deeper ;  so 
that  if  the  ratio  of  the  material  remaining  in  the  85-foot  project 
compared  to  the  sea  level  should  be  the  same  for  the  60- foot  project, 
then  the  ratio  would  be  sixty  eighty-fifths  of  the  57,000,000  cubic 
yards  remaining  that  would  come  out  under  the  sea-level  proposition. 

Senator  Kittredge.  Can  you  give  us  that  figure  ? 
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General  Davis.  The  stelaoffrapher  can  calculate  that  in  a  minute. 
It  is  sixty  eighty-fifths,  twelve-seventeenths.  It  is  an  easy  enough 
calculation.  [Alter  making  calculation.]  About  40,000,000  would 
remain. 

Senator  Kittrbdge.  WTiat  unit  of  cost  would  be  applied  for  the 
excavation  of  that  difference? 

General  Davis.  Eighty  cents  to  about  one-quarter  of  it,  and  $1.25 
to  the  remainder ;  80  cents  for  10,000,000  yards  and  about  $1.25  for 
30,000,000  yards. 

Senator  'Kittredge.  And  that  would  be  about  how  much  in  dollars, 
about  $50,000,000? 

General  Davis.  Fifty-eight  millions — ^that  is,  if  my  figures  are 
correct.     That  is  the  way  it  strikes  me.    No;  I  am  wrong. 

Senator  Kittredge.  It  would  be  forty-eight,  would  it  not? 

General  Davis.  It  w  ould  be  forty-five  millions.  But  you  must  re- 
member that  out  of  that  mass  the  lock  pits  would  have  to  be  exca- 
vated, which  would  reduce  somewhat  that  quantity. 

Senator  Kittredge.  I  think  that  is  all. 

Senator  Morgan.  General,  you  have  had  great  experience  in  the 
government  of  these  people  who  have  been  brought  m  contact  with 
the  Government  of  the  United  States  at  Porto  Rico,  in  Cuba,  and  in 
the  Philippines.  In  the  Canal  Zone  you  would  have,  added  to  the 
character  of  the  population  that  you  have  heretofore  governed,  a 
large  number  of  laborers — 1  mean  under  the  present  system  of  govern- 
ment? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  Brought  from  anywhere  you  could  get  them  ? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  Of  different  nationalities  and  different  habits 
jind  different  understandings  of  law  and  of  obedience  to  law,  etc? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  I  suppose  you  will  concur  with  the  balance  of  us 
in  saying  that  that  is  a  very  difficult  government  to  conduct? 

General  Davis.  It  is  a  complicated  situation ;  yes,  sir. 

Senator  Morgan.  You  have  to  have  laws  that  in  their  provisions 
and  in  their  justice  and  in  the  justice  of  their  application  would 
reach  from  the  highest  civilization  down  to  what  we  might  call 
nearly  the  lowest? 

General  Davis.  Of  course,  the  laws  should  be  made  to  fit  all  classes. 

Senator  Morgan.  All  classes.  The  Commission  of  which  you  were 
a  member  have  worked  out  a  system  of  statutes  ? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  Which  is  displayed  here? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  I  suppose  that  that  work  required  a  great  deal 
of  care  and  a  great  deal  of  reflection  in  order  to  make  the  laws  appli- 
cable to  all  the  different  conditions  that  you  found  in  the  Isthmian 
Zone? 

Gieneral  Davis.  Yes,  sir ;  it  did. 

Senator  Morgan.  It  was  a  severe  labor? 

General  Davis.  I  do  not  know  that  I  would  say  severe;  but  it  was, 
of  course,  burdensome,  and  there  were  a  good  many  people  assisting 
in  it  in  their  way. 

Senator  Morgan.  Yes. 
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General  Davis., The  models  which  we  had  to  go  by  were  helpful. 
Americans  had  had  experience  in  the  government  of  tropical  people 
in  the  last  few  years  preceding,  whicSi  experience  was  useful,  and 
codes  had  been  written;  and  we  found  these  examples  were  useful. 
Some  thin^  could  be  copied  out  of  them. 

Senator  Morgan.  The  models  you  speak  of  were  such  as  we  had 
created  ourselves  in  Porto  Rico  and  in  Cuba  and  in  the  Philippines? 

General  Davis.  Yes ;  in  the  Philippines  and  Porto  Rico  especially. 
We  did  not  do  much  legislating  in  Cuba. 

Senator  Morgan.  No.  You  round  there  a  body  of  Spanish  laws — 
Colombian  laws. 

General  Davis.  Yes ;  of  Spanish  origin. 

Senator  Morgan.  Of  Spanish  origin,  and  modified  by  some  local 
statutes,  I  suppose,  of  Panama  ? 

General  Davis.  Yes,  sir.  Panama,  however,  had  been  in  existence 
so  short  a  while  as  an  independent  nation  that  her  legislation  was 
very  limited  in  scope.  Most  of  the  legislation  that  was  in  existence 
in  Panama  was  of  Colombian  origin — at  least,  of  Colombian  perfec- 
tion ;  of  Spanish  origin. 

Senator  Morgan.  And  under  the  directions  of  the  President,  sup- 
ported by  the  provisions  of  international  law  and  perhaps  by  the 
statutes  to  some  extent,  vou  had  to  adopt  as  many  of  the  laws  of  Co- 
lombia as  were  applicable  to  the  situation  and  not  in  conflict  with  the 
laws  of  the  Unitea  States? 

General  Davis,  The  President's  order,  imder  which  he  set  the  gov- 
ernment of  the  Zone  on  its  feet,  specified  that  the  laws  of  the  land 
should  prevail  until  they  were  changed. 

Senator  Morgan.  And  "  the  laws  of  the  land  "  meant  the  laws  of 
Colombia  ? 

General  Davis.  Yes,  sir — ^imtil  they  were  changed,  or  unless  they 
were  repugnant  to  the  fundamental  principles  of  our  Government. 

Senator  Morgan.  We  have,  in  the  first  of  our  efforts  at  territorial 
government,  embodiments  and  displays  of  what  we  conceive  to  be 
the  fundamental  principles  of  our  Government  ? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  Involving  sometimes  trial  by  jury,  and  some- 
times not? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  Involving  legislation  that  takes  effect  and  is 
operative  until  it  is  changed  and  repealed  by  Congress,  which  legisla- 
tion is  by  nonelective  bodies,  bodies  appointed  by  the  President  of 
the  United  States,  and  sometimes  two  bodies — one  appointed  and  the 
other  elected? 

General  Davis.  Exactly. 

Senator  Morgan.  And  they  went  on  under  the  provisions  of  the 
general  svstem  of  government  in  the  United  States  and  of  the  Con- 
stitution of  the  United  States  to  formulate  laws  that  those  people 
-were  compelled  to  obey  as  this  territorial  system  sprang  up  ? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  There  seems  to  have  been  no  effort  at  all  made 
at  the  establishment  of  a  territorial  system  of  government  in  the 
Zone  as  far  as  we  have  gone.  It  is  a  system  such  as  was  established 
or  supposed  to  have  been  established  for  the  government  of  the  Ter- 
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ritory  of  Louisiana  after  its  acquisition  under  the  treaty  with  France, 
and  before  Congress  took  hold  of  it  to  enact  laws  which  should  op- 
erate directly  through  the  force  of  the  Congressional  action.  Have 
you  attempted  at  all  to  establish  jury  trial  in  the  Zone? 

General  Davis.  No,  sir.  It  was  attempted  in  Porto  Rico;  it  is 
authorized  by  the  statute,  but  the  Porto  Ricans  make  very  little  use 
of  it — very  little  use  of  it. 

Senator  Morgan.  Have  you  attempted  to  establish  there,  prac- 
tically or  otherwise,  by  your  declaration  as  legislators,  the  writ  of 
habeas  corpus  or  anything  corresponding  to  it? 

General  Davis.  The  privileges  of  the  writ  are  provided  for,  I  think, 
in  the  criminal  code  which  was  enacted  by  the  Commission,  and  which 
is  one  of  the  acts  that  has  been  printed"  in  the  annual  report  of  the 
Commission.  The  provision  of  law  applying  to  Porto  Kico  was,  I 
have  been  told  by  the  draftsmen  of  that  law,  taken  principally  as  a 
model.  I  refer  to  Judge  Magoon,  the  present  governor  of  the  Zone, 
who  was  the  draftsman  of  the  present  criminal  code  for  the  Canal 
Zone. 

Senator  Morgan.  He  was  then  general  counsel  for  the  Isthmian 
Canal  Commission? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  Aiid  was  acting  in  that  capacity  in  the  drafting 
of  that  code? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  All  of  which  underwent  the  supervision  and 
examination  of  the  Commission  ? 

General  Davis.  Oh,  yes,  sir ;  it  was  all  enacted  by  the  Commission 
afterwards. 

Senator  Morgan.  You  established  courts  in  that  code  ? 

General  Davis.  Yes,  sir;  under  that  code  there  were  courts  estab- 
lished. 

Senator  Morgan.  You  established  an  appellate  court  ? 

General  Davis.  Yes;  a  court  with  three  judges  was  created,  and 
these  three  judges,  meeting  together,  were  granted  appellate  powers. 

Senator  Morgan.  These  three  judges  were  called  district  judges  or 
circuit  judges? 

General  Davis.  I  have  forgotten  exactly  the  term  used  to  describe 
them,  but  they  were  each  assigned  to  a  special,  separate  district. 

Senator  Morgan.  They  were  courts  of  original  jurisdiction? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  That  tried  cases  and  then  sat  in  banc  and  heard 
the  cases  on  appeal  ? 

General  Davis.  Exactly ;  that  is  right. 

Senator  Morgan.  Was  any  attempt  made,  or  has  any  attempt  been 
made,  either  by  Congress  or  otherwise,  to  give  appellate  jurisdiction 
or  supervision  to  the  Federal  courts  of  the  United  States  over  that 
isthmian  canal? 

General  Davis.  I  think  attempts  have  been  made,  and  I  am  not 
quite  familiar  with  the  legislative  history  of  those  attempts,  but  I 
have  the  impression  that  a  member  of  this  committee  oflFered  a  bill  in 
the  Senate  which  was  actually  passed  through  the  Senate  and  came 
into  conference,  but  I  believe  it  was  not  finally  enacted  into  law. 

Senator  Morgan.  I  do  not  remember  that  any  law  was  enacted  on 
tliat  subject. 
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General  Davis.  No;  I  think  there  was  none  enacted,  but  you  asked 
me  if  attempts  were  made. 
Senator  Morgan.  Yes;  I  know  that. 

(The  committee  thereupon  took  a  recess  until  2  o'clock  p.  m.) 

afternoon  session. 

The  committee  met  at  2  o'clock  p.  m.,  pursuant  to  the  taking  of 
recess. 

8TATEMEKT  OF   MAJ.  OEN.  GEOBGE  W.  DAVIS,  U.  S.  ABMT 
(BETIEED)— Continued. 

Senator  Morgan  submitted  a  copy  of  a  letter  from  the  President  to 
the  Secretary  of  War,  dated  May  9,  1904,  and  asked  that  it  be  made  a 
part  of  the  record,  which  was  ordered. 

The  letter  is  as  follows: 

White  House, 
Wmhingttm,  D.  C,  May  9,  1901^. 

Sir:  By  the  act  of  Congress  approved  June  28, 1902,  the  President 
of  the  United  States  is  authorized  to  acquire  for  and  on  behalf  of  the 
United  States  all  the  rights,  privileges,  franchises,  concessions,  gi-ants 
of  lands,  rights  of  way,  unfinished  work,  plants,  shares  of  the  capital 
stock  of  the  Panama  Railway,  owned  by  or  held  for  the  use  of  the  New 
Panama  Canal  Company,  and  any  other  property,  real,  personal,  and 
mixed,  of  any  name  or  nature,  owned  by  the  said  New  Panama  Canal 
Companv,  situated  on  the  Isthmus  of  Panama.  The  President  is  by 
the  same  act  also  authorized  to  acquire  for  and  on  behalf  of  the  United 
States  perpetual  control  of  a  strip  of  land  on  the  Isthmus  of  Panama, 
not  less  than  0  miles  in  width,  extending  from  the  Caribbean  Sea  to 
the  Pacific  Ocean,  and  the  right  to  excavate,  construct,  and  maintain 
perpetually,  operate  and  protect  thereon,  a  ship  canal  of  certain  specified 
capacity,  and  also  the  right  to  perpetually  operate  the  Panama  Rail- 
rcMid.  Having  acquired  such  rights,  franchises,  property,  and  control, 
the  President  is  by  the  same  act  required  to  excavate,  construct,  and 
complete  a  ship  canal  from  the  Caribbean  Sea  to  the  Pacific  Ocean,  and 
to  enable  him  to  carry  forward  and  complete  this  work  he  is  author- 
ized to  appoint,  by  and  with  the  consent  of  the  Senate,  an  Isthmian 
Canal  Commission  of  seven  members,  who  are  to  be  in  all  matters 
subject  to  his  direction  and  control. 

By  the  terms  of  the  canal  convention  between  the  United  States  and 
the  Republic  of  Panama,  entered  into  in  pursuance  of  the  said  act  of 
Congress  approved  June  28,  1902,  the  ratifications  of  which  were 
exchanged  on  the  26th  day  of  February,  1904,  the  Republic  of  Panama 
granted  to  the  United  States — 

First,  the  perpetual  use,  occupation,  and  control  of  a  certain  zone  of 
land,  land  under  water,  including  islands  within  said  zone,  at  the  Isth- 
naus  of  Panama,  all  to  be  utilized  in  the  construction,  maintenance, 
and  operation,  sanitation  and  protection  of  the  ship  canal,  of  the  width 
of  10  miles,  extending  to  the  distance  of  5  miles  on  each  side  of  the 
central  line  of  the  route  of  the  canal,  and  the  use,  occupation,  and  con- 
trol of  other  lands  and  waters  outside  of  the  zone  aoove  described 
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which  may  be  necessary  and  c-onvenient  for  the  construction,  mainte- 
nance, operation,  sanitation,  and  protection  of  said  canal  or  any  auxil- 
iary canals  or  other  works  necessary  and  convenient  for  the  same  pur- 
pose; also  the  islands  of  Perico,  Naos,  Culebra,  and  Flamenco,  situated 
m  the  Bay  of  Panama;  and, 

Second,  all  the  rights,  powers,  and  authority  within  the  zone,  aux- 
iliary lands  and  lands  under  water,  which  the  United  States  would 
possess  and  exercise  if  it  were  the  sovereign  of  the  territory  granted, 
to  the  entire  exclusion  of  the  exercise  by  the  Republic  of  Panama  of 
any  such  sovereign  rights,  power,  and  authority. 

By  the  act  of  Congress  approved  April  28,  1904,  the  President  is 
authorized,  upon  acquisition  of  the  property  of  the  New  Panama  Canal 
Company,  and  the  payment  to  the  Republic  of  Panama  of  the  price 
for  compensation  agreed  upon  in  the  said  canal  convention,  to  take 

1)ossession  of  and  occupy  on  behalf  of  the  United  States  the  zone  of 
and  and  land  under  water,  including  islands  within  said  zone,  at  the 
Isthmus  of  Panama,  of  the  width  of  10  miles,  extending  to  the  distance 
of  5  miles  on  each  side  of  the  centi^al  line  of  the  route  of  the  canal  to 
be  constructed  thereon,  including  the  islands  of  Perico,  Naos,  Culebra, 
and  Flamento,  and  from  time  to  time,  as  may  be  necessary  and  con- 
venient, certain  auxiliary  lands  and  waters  outside  the  said  zone  for 
the  purpose  of  constructing,  maintaining,  operating,  sanitating,  and 
protecting  the  ship  canal,  the  use,  occupation,  and  control  whereof 
were  granted  to  the  United  States  bj'  the  Republic  of  Panama  in  the 
said  canal  convention. 

By  the  same  act  the  President  is  authorized,  for  the  purpose  of  pro- 
viding temporarily  for  the  maintenance  of  order  in  the  Canal  Zone  and 
for  maintaining  and  protecting  the  inhabitants  thereof  in  the  free 
enjoyment  of  their  liberty,  property,  and  religion,  to  delegate  to  such 
person  or  persons  as  he  ma}'  designate  and  to  control  the  manner  of 
their  exercise,  all  the  military,  civil,  and  judicial  powers  as  well  as  the 
power  to  make  all  needful  rules  and  regulations  for  the  government  of 
the  Canal  Zone  and  all  the  rights,  powers,  and  authority  granted  bv  the 
said  canal  convention  to  the  United  States,  until  the  close  of  the  F*ifty- 
eighth  Congress. 

Payments  of  the  authorized  purchase  price  of  $40,000,000  to  the 
New  Panama  Canal  Companv  for  the  property  of  that  corporation  ©n 
the  Isthmus,  including  the  sliare  of  railway  stock,  and  for  the  records 
in  Paris,  and  of  the  sum  of  §10,000,000,  as  stipulated  in  the  canal  con- 
vention, to  the  Republic  of  Panama  for  the  rights,  powers,  and  privi- 
leges granted  to  the  United  States  b}^  the  terms  of  the  said  convention 
have  been  made  and  proper  instruments  of  transfer  have  been  executed 
by  the  Panama  Canal  Company.  The  members  of  the  Isthmian  Canal 
Commission  have  been  appointed.  They  have  organized  the  Commis- 
sion and  entered  upon  their  duties.  I  have  taken  possession  of  and 
now  occupy,  on  behalf  of  the  United  States,  the  Canal  Zone  and  public 
land  ceded  b\^  the  Republic  of  Panama. 

It  becomes  my  duty,  under  the  statutes  above  referred  to,  to  secure 
the  active  prosecution  of  the  work  of  construction  of  the  canal  and  its 
auxiliary  works,  through  the  Isthmian  Canal  Commission,  and  in  con- 
nection with  such  work  and  in  aid  thereof  to  organize  and  conduct  a 
temporary  government  of  the  Zone,  so  as  to  maintain  and  protect  the 
inhabitants  thereof  in  the  free  enjoyment  of  their  liberty,  propert}', 
and  religion. 
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Inasmuch  as  it  is  impracticable  for  the  President,  with  his  other 
public  duties,  to  give  to  the  work  of  supervising  the  Commission's 
construction  of  the  canal  and  government  of  the  Zone  the  personal 
attention  which  seems  proper  and  necessary,  and  inasmuch  as  the 
War  Department  is  the  Department  which  has  always  supervised  the 
construction  of  the  great  civil  works  for  improving  the  rivers  and 
harbors  of  the  country  and  the  extended  military  works  of  public 
defense,  and  as  the  said  Department  has  from  time  to  time  been 
charged  with  the  supervision  of  the  government  of  all  the  island  pos- 
sessions of  the  United  States,  and  continues  to  supervise  the  govern- 
ment of  the  Philippine  Islands,  I  direct  that  all  the  work  of  the  Com- 
mission done  by  virtue  of  powers  vested  in  me  by  the  act  of  Congress 
approved  June  28,  1902,  in  the  digging,  construction,  and  completion 
of  the  canal,  and  all  the  governmental  power  in  and  over  said  Canal 
Zone  and  its  appurtenant  territory  which,  by  virtue  of  the  act  of  Con- 
gress approved  April  28,  1904,  and  these  instructions,  shall  be  vested 
in  said  isthmian  Canal  Commission,  shall  be  carried  on  or  exercised 
under  your  supervision  and  direction  as  Secretary'  of  War. 

Subject  to  the  limitations  of  law  and  the  conditions  herein  contained, 
the  Isthmian  Can$il  Commission  are  authorized  and  directed— 

1.  To  make  all  needful  rules  and  regulations  for  the  government  of 
the  Zone  and  for  the  correct  administmtion  of  the  military,  civil,  and 
judicial  affairs  of  its  possessions  until  the  close  of  the  t^ifty-eighth 
Congress. 

2.  To  establish  a  civil  service  for  the  government  of  the  strip  and 
construction  of  the  canal,  appointments  to  which  shall  be  secured  as 
nearly  as  practicable  b^'^  a  merit  svstem. 

3.  To  make  or  cause  to  be  made  all  needful  surveys,  borings,  designs, 
plans,  and  specifications  of  the  engineering,  hydraulic,  and  sanitary 
works  required,  and  to  supervise  the  execution  of  the  same. 

4.  To  make  and  cause  to  be  executed,  after  due  advertisement,  all 
necessary  contracts  for  any  and  all  kinds  of  engineering  and  construc- 
tion works. 

5.  To  acquire  by  purchase  or  through  proper  and  uniform  expropri- 
ation proceedings,  to  be  prescribed  by  the  Commission,  any  private 
lands  or  other  real  property  whose  ownership  by  the  United  States  is 
essential  to  the  excavation  and  completion  of  the  canal. 

6.  To  make  all  needful  rules  and  regulations  respecting  an  econom- 
ical and  correct  disbursement  and  an  accounting  for  all  funds  that  may 
be  appropriated  by  Congress  for  the  construction  of  the  canal,  its 
auxiliary  works,  and  the  government  of  the  Canal  Zone,  and  also  to 
establish  a  proper  and  comprehensive  system  of  bookkeeping,  showing 
the  state  of  the  work,  the  expenditures  by  classes,  and  the  amounts 
still  available. 

7.  To  make  requisition  on  the  Secretary  of  War  for  funds  needed 
from  time  to  time  in  the  proper  prosecution  of  the  work,  and  to  desig- 
nate the  disbursing  officers  authorized  to  receipt  for  the  same. 

The  inhabitants  of  the  Isthmian  Canal  Zone  are  entitled  to  security 
in  their  persons,  property,  and  religion  and  in  all  their  private  rights 
and  relations.  Tney  should  be  so  informed  b}^  public  announcement. 
The  people  should  be  disturbed  as  little  as  possible  in  their  customs 
and  avocations  that  are  in  harmony  with  principles  of  well-ordered 
and  decent  living. 
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The  municipal  laws  of  the  Canal  Zone  are  to  be  administered  by  the 
ordinary  tribunals  substantially  as  they  were  before  the  change.  I^olice 
magistrates  and  justices  of  the  peace  and  other  oflScers  discharging 
duties  usually  devolving  upon  these  officers  of  the  law  will  be  contin- 
ued in  office  if  they  are  suitable  persons.  The  governor  of  the  Zone, 
subject  to  approval  of  the  Commission,  is  authorized  to  appoint  tem- 
porarily a  ]udge  for  the  Canal  Zone,  who  shall  have  the  authority' 
equivalent  to  that  usually  exercised  in  Latin  courftries  by  a  judge  of  a 
court  of  first  instance;  but  the  Isthmian  Canal  Commission  shall  fix 
his  salary  and  ma}^  legislate  respecting  his  powers  and  authority, 
increasing  or  diminishing  them  in  their  discretion,  and  also  making 
provision  for  additional  or  appellate  judges  should  the  public  interest 
require. 

The  laws  of  the  land,  with  which  the  inhabitants  are  familiar,  and  which 
were  in  force  on  February  26, 1904,  will  continue  in  force  in  the  Canal 
Zone  and  in  other  places  on,  the  Isthmus  over  which  the  United  States 
has  jurisdiction  until  altered  or  annulled  by  the  said  Commission,  l>ut 
there  are  certain  great  principles  of  government  which  have  been 
made  the  basis  of  an  existence  as  a  nation  which  we  deem  essential  to 
the  rule  of  law  and  the  maintenance  of  order,  and  which  shall  have 
force  in  said  Zone.  The  principles  referred  to  ma^'  be  genei*ally 
stated  as  follows: 

That  no  person  shall  be  deprived  of  life,  liberty,  or  propei-ty  with- 
out due  process  of  law;  that  private  property  shall  not  be  taken  for 
public  use  without  just  compensation;  that  in  all  criminal  prosecutions 
the  accused  shall  enjoy  the  right  of  a  speedy  and  public  trial,  to  be 
informed  of  the  nature  and  cause  of  the  accusation,  to  be  confronted 
with  the  witnesses  against  him,  to  have  compulsory  process  for  obtain- 
ing witnesses  in  his  favor,  and  to  have  the  assistance  of  counsel  for  his 
defense;  that  excessive  bail  shall  not  he  required  nor  excessive  fiue^i 
imposed,  nor  cruel  or  unusual  punishment  inflicted;  that  no  person 
shall  be  put  twice  in  jeopardy  for  the  same  offense,  or  be  compelled 
in  an}^  criminal  case  to  be  a  witness  against  himself;  that  the  right 
to  be  secure  against  unreasonable  searches  and  seizures  shall  not 
be  violated;  that  neither  slavery  nor  involuntary  servitude  shall 
exist  except  as  a  punishment  for  crime;  that  no  bill  of  attainder 
or  ex  post  facto  law  shall  be  passed;  that  no  law  shall  be  passed  abridg- 
ing the  freedom  of  speech  or  of  the  press,  or  of  the  rights  of  the  peo- 
ple to  peaceably  assemble  and  petition  the  government  for  a  redress  of 
grievances;  that  no  law  shall  be  made  respecting  the  establishment  of 
religion  or  prohibiting  the  free  exercise  thereof:  Prmjlxh'd.  hoirerer. 
That  the  Commission  shall  have  power  to  exclude  from  time  to  time 
from  the  Canal  Zone  and  other  places  on  the  Isthmus,  over  which  the 
United  States  has  jurisdiction,  persons  of  the  following  classes  who 
were  not  actually  domiciled  within  the  Zone  on  the  26th  day  of  Febru- 
ary, 1904,  viz:  Idiots,  the  insane,  epileptics,  paupers,  criminals,  pro- 
fessional beggars,  persons  afflicted  with  loathsome  or  dangerous  conta- 
gious diseases;  those  who  have  been  convicted  of  f elon  v,  anarchists,  those 
whose  purpose  it  is  to  incite  insurrection,  and  others  whose  presence 
it  is  believed  by  the  Commission  would  tend  to  create  public  disorder, 
endanger  the  public  health,  or  in  any  manner  impede  the  prosecution 
of  the  work  of  opening  the  canal :  and  may  cause  any  and  all  such 
newly  arrived  persons  or  those  alien  to  the  Zone  to  be  expelled  and 
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deported  from  the  territory  controlled  by  the  United  States,  and  the 
Commission  may  defray  from  the  canal  appropriation  the  cost  of  such 
depoitation  as  necessary  expenses  of  the  sanitation,  the  police  protec- 
tion of  the  canal  route,  and  the  preservation  of  good  order  among  the 
inhabitants. 

The  Commission  may  legislate  on  all  rightful  subjects  of  legislation 
not  inconsistent  with  the  laws  and  treaties  of  the  United  States  so  far 
a^i:  the}'  apply  to  said  Zone  and  other  places,  and  the  said  power  shall 
include  tne  enactment  of  the  sanitary  ordinances  of  a  preventive  or 
curative  character  to  be  enforced  in  the  cities  of  Colon  and  Panama, 
and  which  are  contemplated  and  authorized  by  article  7  of  said  canal 
convention.  Such  legislative  power  shall  also  include  the  power  to 
ral^e  and  appropriate  revenues  in  said  Zone;  and  all  taxes,  judicial 
fines,  customs  duties,  and  other  revenues  levied  and  collected  in  said 
Zone  by  or  under  the  authoritv  of  said  Commission  shall  be  retained, 
accounted  for,  and  disbursed  by  said  Commission  for  its  proper 
purposes. 

Tne  members  of  said  Commission  to  the  number  of  four  or  more 
shall  constitute  a  legislative  quorum,  and  all  rules  and  regulations 
passed  and  enacted  by  said  Commission  shall  have  set  forth  as  a  caption 
that  they  are  enacted  by  the  Isthmian  Canal  Commission  '*By  author- 
ity of  the  President  of  the  United  States." 

The  Commission  shall  hold  its  regular  quarterly  meetings  at  the 
office  of  the  Commission  either  in  Panama  or  at  a  branch  office  in 
Washington,  and  special  meetings  may  be  held  at  the  pleasure  of  the 
Commission. 

All  laws,  rules,  and  regulations  of  a  governmental  character  enacted 
by  the  Commission  hereunder  shall  be  submitted  to  you  for  your 
approval,  and  should  your  approval  be  withheld  from  an}'  such  law, 
rule,  or  regulation,  then  from  that  time  the  law,  rule,  or  regulation 
<hall  thereafter  have  no  force  or  effect. 

Maj.  Gen.  George  W.  Davis,  U.  S.  Army  (retired),  a  member  of  the 
Canal  Commission,  is  hereby  appointed  governor  of  the  Isthmian 
Canal  Zone.  He  will  proceed  at  once  to  the  Isthmus  of  Panama.  He 
will  in  my  name,  as  the  chief  executive  in  the  Canal  Zone,  for  and  on 
behalf  of  the  United  States,  see  that  the  laws  are  faithfully  executed 
and  will  maintain  possession  of  said  territory,  including  the  public 
lands  therein  and  the  property,  real  and  movable,  on  the  Isthnuis  of 
Panama,  except  that  of  the  Panama  Railroad,  that  has  recently  been 
acquired  from  the  Republic  of  Panama.  He  is  hereby  vested  with  the 
power  to  grant  reprieves  and  pardons  for  offenses  against  the  rules, 
regulations,  and  laws  in  force  by  virtue  of  action  of  the  Commission 
or  by  virtue  of  the  clause  hereof  continuing  in  force  the  laws  of 
Panama.  In  case  of  his  disability  or  absence  from  the  Canal  Zone  at 
any  time,  the  Isthmian  Canal  Commission  is  empowered  to  designate 
the  person  or  persons  to  act  as  governor  during  such  absence  or  disa- 
bility. Except  as  herein  prescribed,  the  duties  of  the  governor  shall 
l)e  fixed  by  legislation  of  the  Canal  Commission. 

For  the  preservation  of  order  and  protecting  the  property  of  the 
United  States  within  or  without  said  Zone,  as  provided  by  article  7  of 
the  canal  convention,  an  adequate  police  force  shall  be  maintained. 
If  at  any  time  there  shall  arise  necessity  for  military  or  naval  assist- 
ance the  governor  shall,  if  possible,  promptly  notify  you,  and  in  the 
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event  of  a  sudden  exigency  the  ffovernor  may  call  upon  any  available 
military  or  naval  force  of  the  United  States  to  render  assistance,  and 
the  same  shall  be  immediately  furnished. 

It  is  a  matter  of  first  importance  that  the  most  approved  and  effec- 
tive methods  and  measures  known  to  sanitary  science  be  adopted  in 
order  that  the  health  conditions  on  the  Isthmus  may  be  improved.  It 
is  the  belief  of  those  who  hav^e  noted  the  successful  results  secured  by 
our  Army  in  Cuba  in  the  obliteration  of  yellow  fever  in  that  island 
that  it  is  entirely  feasible  to  banish  the  diseases  that  have  heretofore 
caused  most  mortality  on  the  Isthmus,  or  at  least  to  improve  a^  greatly 
the  health  conditions  there  as  in  Cuba  and  Porto  Rico.  I  desire  that 
every  possible  effort  be  made  to  prot^ect  our  officers  and  workmen 
from  the  dangers  of  tropical  and  other  diseases,  whit^h  in  the  past  have 
been  so  prevalent  and  destructive  in  Panama. 

Rear- Admiral  John  G.  Walker,  U.  S.  Navy  (retired),  and  Col.  Frank 
J.  Hecker,  members  of  the  Isthmian  Canal  Commission,  are  hereby 
designated  as  members  of  the  joint  commission  provided  for  by  articles 
6  and  16  of  the  canal  convention.  The  moiety  of  the  necessary  expen- 
ses of  the  commission  to  be  created  in  pursuance  of  articles  6  and  15 
of  the  above-cited  canal  convention  will  be  defrayed  from  the  appro- 
priation applicable  to  the  ship  canal  to  connect  the  waters  of  the 
Atlantic  and  Pacific  oceans. 

The  Isthmian  Canal  Commission  will  prepare  for  Congress  and  place 
in  your  hands  on  or  before  December  1  of  each  year  a  full  and  com- 
plete report  of  all  their  acts  and  of  the  operations  conducted  b\'  them 
m  respect  to  the  canal  construction  and  tne  government  of  the  Canal 
Zone.  These  reports  will  contain  a  detailed  account  of  all  monevs 
received  and  disbursed  in  the  performance  of  their  duties  and  of  the 
progress  made  in  the  construction  of  the  canal. 

The  necessary  expenses  incurred  bv.the  Commission  in  carrying  on 
the  government  of  the  Canal  Zone  will  be  defrayed  from  the  local  rev- 
enues so  far  as  the  said  revenues  may  be  sufficient,  and  the  remainder 
will  be  met  from  the  appropriation  made  by  the  fifth  section  of  the 
act  of  Congress,  approved  June  28,  1902.  An  estimate  of  the  pro- 
posed expenditures  and  revenues  for  each  year  in  carrying  on  the  gov- 
ernment of  the  Zone  will  be  submitted  to  Congress  at  the  beginning  of 
each  annual  session. 

By  virtue  of  the  ownership  by  the  United  States  of  about  sixty- 
nine  seventieth's  of  the  shares  of  the  capital  stock  of  the  Panama  Rail- 
road, the  general  policy  of  the  managers  of  said  road  will  be  controlled 
by  the  United  States.  As  soon  as  practicable  1  desire  that  all  the 
meml)ers  of  the  Isthmian  Canal  Commission  be  elected  to  the  board  of 
directors  of  the  road,  and  that  the  policy  of  the  road  be  completely 
harmonized  with  the  policy  of  the  Government  of  making  it  an  adjunct 
to  the  construction  of  the  canal,  at  the  same  time  fulfilling  the  purpose 
for  which  it  was  constructed  as  a  route  of  commercial  movement  across 
the  Isthmus  of  Panama.  If  any  contracts  or  other  obligations  now 
subsist  between  the  railway  company  and  other  transportation  com- 
panies that  are  not  in  accord  with  sound  public  policy,  then  such  con- 
tracts must  be  terminated  as  soon  as  it  is  possible  to  effect  that  object. 

No  salary  or  per  diem  allowance  of  compensation  in  addition  to  the 
stated  salary  and  per  diem  allowance  of  the  members  of  the  Isthmian 
Canal  Commission  will  be  allowed  to  any  member  of  the  Commission 
by  reason  of  his  services  in  connection  with  the  civil  government  of 
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the  Canal  Zone,  or  his  membership  of  any  board  or  commission  con- 
cerned in  or  connected  with  the  construction  of  the  canaU  or  bv  reason 
of  his  services  as  an  officer  or  director  of  the  Panama  Railroad. 

If  there  now  be  in  force  within  the  Canal  Zone  any  franchise  gmnt- 
ing  to  any  person  or  persons  a  privilege  to  maintain  lotteries  or  hold 
lottery  drawings  or  other  gambling  methods  and  devices  of  a  character 
forbidden  by  the  laws  of  the  United  States,  or  if  the  grantee  of  any 
such  privilege  has  now  the  right  to  sell  lottery  tickets  or  similar 
devices  to  facilitate  the  business  of  the  concessionaire,  the  Commission 
shall  enact  laws  annulling  the  privileges  or  concessions  and  punishing 
future  exercise  of  the  same  by  imprisonment  or  fine  or  both. 

These  instructions  may  be  modified  and  supplemented  as  occasion 
shall  arise. 

Very  respectfully, 

Theodore  Roosevelt. 

Hon.  William  H.  Taft, 

Secretary  of  War. 

Senator  Morgan.  When  this  Commission  took  charge  of  the  work 
there — the  Canal  Zone — and  you  took  charge  as  governor,  there  were 
a  number  of  citizens  of  Panama  or  Colombia — former  citizens  of 
Colombia,  but  then  citizens  of  Panama —who  resided  within  the  Zone? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  Including  the  inhabitants  both  of  Colon  and 
Panama,  who  were  subject  to  your  powers  as  governor  and  the  powers 
of  the  Commission  in  certain  particulars  that  are  defined  in  the  Hay- 
Varilla  treaty^ 

General  Davis.  Yes. 

Senator  Morgan.  The  citizenship  of  none  of  those  people  has  been 
changed  by  any  law  of  the  United  States  or  act  of  the  Commission  ? 

General  Davis.  None  that  1  know  of. 

Senator  Morgan.  The  citizens  of  the  United  States  who  have  gone 
there  have  not  forfeited  their  citizenship  here  as  far  as  you  know^ 

General  Davis.  No. 

Senator  Morgan.  Retaining  their  citizenship  thej^  have  gone  there 
to  transact  whatever  business  they  chose  to  embark  in  ? 

(ieneral  Davis.  Yes. 

Senator  Morgan.  That  number,  besides  the  employees  of  the  Canal 
Commission  and  the  railroad,  I  suppose,  is  very  small? 

General  Davis.  Outside  of  the  Commission  and  the  railroads,  you 
saj'?. 

Senator  Morgan.  Yes. 

General  Davis.  Those  are  few;  yes,  there  are  a  few  merchants — a 
few  individuals  who  are.  engaged  in  business  there. 

Senator  Morgan.  In  Colon  or  Panama  or  in  the  Zone  i 

General  Davis.  Along  the  Zone  also;  all  three. 

Senator  Morgan.  But  the  relative  rights  and  duties  and  obligations 
of  citizenship  have  not  been  changed  by  any  act  of  which  you  are 
aware  ? 

General  Davis.  Not  by  any  act  of  which  I  am  aware,  unless  the  act 
of  passing  out  of  the  specific  jurisdiction  of  the  United  States  by  those 
inmviduals  has  affected  their  status. 

Senator  Morgan.  When  you  call  it  specific  jurisdiction  of  the  United 
States  you  are  going  into  a  classification  of  the  jurisdiction  of  the 
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United  States,  but  the}^  pass  from  one  to  another;  they  are  entirely 
under  the  United  States? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  You  consider  the  flag  of  the  United  States  as 
being  entirely  at  home  in  the  Zone? 

General  Davis.  Yes;  I  consider  it  is  entirely  at  home  there,  but 
whether  or  not  technically  we  have  a  right  to  fly  the  flag  of  the  United 
States  in  the  Zone — 1  say  technicallj^ — it  seems  to  me  might  be  ques- 
tionable, possibly. 

Senator  Morgan.  Have  you  ever  raised  one? 

General  Davis.  No;  and  it  never  will  be  raised,  I  think;  but  since 
titular  sovereigntj'  resides  in  Panama,  I  think  that  proposition  has  been 
stated  many  times 

Senator  Morgan.  Unless  you  can  define  the  word  '^ titular"  I  do 
not  think  I  could  accept  the  fact. 

General  Davis.  Well,  the  Hay  -  Varilla  treaty  recognizes  some  shadow 
of  what  is  called  sovereignty  as  still  remaining  in  the  Panama  Zone. 

Senator  Morgan.  As  that  is  a  matter  of  some  importance  in  con- 
nection with  the  question  1  desire  to  propound  to  you  I  wish  to  refer 
you  to  that  treaty  for  a  moment. 

General  Davis.  I  am  not  an  international  lawyer  or  a  lawj^er  of  any 
kind. 

Senator  Morgan.  No;  but  I  want  to  get  it  in  the  record,  so  that  men 
who  are  lawyers  and  men  who  are  laymen — there  are  a  great  many 
laymen  in  Congress,  you  know— caa  have  some  andei'standing  of 
exactly  what  we  are  tr3nng  to  get  at  and  what  the  definitions  are. 

The  Chairman.  General,  I  understand  you  that  the  American  flag 
was  never  floated  on  the  Zone? 

Geneml  Davis.  No,  sir;  that  is  a  mistake.  I  raised  it  mj'^self,  and 
I  would  not  have  tolerated  for  an  instant  the  idea  that  I  could  not 
raise  it. 

The  Chairman.  1  understood  it  the  other  way. 

General  Davis.  But  I  think  technically  a  question  mi^ht  be  raised 
as  to  the  assumption  by  the  United  States  of  eveiT  sovereign  function, 
and  since  the  flag  seems  to  be  an  emblem  of  sovereignty  I  merely 
suggest  the  question  as  one  that  mav  possibly  have  two  answers. 

Senator  Morgan.  The  article  of  tlie  Hay- Varilla  treaty  of  February 
26,  1904,  which  is  the  date  of  its  ratification,  reads  as  follows: 

''  The  Republic  of  Panama  grants  to  the  United  States  all  the  rights, 
power,  and  authority  within  the  Zone  mentioned  and  describe  in 
Article  II  of  this  agreement  and  within  the  limits  of  all  auxiliary  lands 
and  waters  mentioned  and  described  in  said  Article  II  which  the  United 
States  would  possess  and  exercise  if  it  were  the  sovereign  of  the  terri- 
tory within  which  .such  lands  and  waters  arQ  located,  to  the  entii'e 
exclusion  of  the  exercise  by  the  Republic  of  Panama  of  any  such  sov- 
ereign rights,  power,  or  authority." 

It  looks  to  me  like  it  is  putting  it  both  ways;  that  there  is  not  only 
an  aflSrmation  of  absolute  sovereignty  over  all  these  things  in  that 
Zone,  but  there  is  an  express  exclusion  of  any  sovereign  rights  of 
Panama,  so  that  the  titular  sovereignty  that  the  General  mentions,  I 
suppose,  refers  to  the  fact  that  Panama  has  lands  lying  above  and 
lanas  lying  below  the  Canal  Zone  and  along  the  borders  of  the  Canal 
Zone,  and  that  she  has  the  right  to  extend  her  authority  from  one 
place  to  another,  notwithstanding  the  interposition  of  the  Canal  Zone. 
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Now,  do  you  understand  that  Panama  has  the  right  to  hold  any  elec- 
tion in  the  Zone  "i 

General  Davi8.  No;  and  never  attempted  to. 

Senator  Mobgan.  And  if  attempted  it  would  be  stopped? 

General  Davis.  It  would  be  stopped,  I  am  quite  sure;  it  would  have 
been  during  my  time  and  I  presume  it  would  be  now% 

Senator  Morgan.  It  is  a  land  of  laws  in  which  the  people  are  sup- 
posed to  be  sovereign;  it  is  a  republic? 

General  Davis.  Yes. 

Senator  Morgan.  And  it  has  citizens  residing  there  within  the 
Zone  who  have  the  right  to  vote  outside  the  Zone,  but  not  within  it? 

General  Davis.  Yes. 

Senator  Morgan.  Now,  1  assume  in  the  questions  1  will  ask  vou 
that  that  zone  is  within  the  absolute  sovereign  authoritj^  of  the  United 
States  Government  for  all  purposes  of  government.  If  there  are  any 
trusts  connected  with  it  that  we  are  bound  to  execute,  that  is  a  differ- 
ent QuCvStion;  but  the  riffht  is  within  us.  Now%  in  virtue  of  that  duty, 
which  is  recited  in  the  directions  of  the  President  to  Secretary  Taft, 
which  has  been  read  and  inserted  in  the  report,  I  find  certain  provi- 
sions that  I  wish  to  call  attention  to. 

In  the  seventh  section  or  paragraph  of  the  letter  I  find  the  following. 
This  seems  to  be  a  bill  of  rights  or  restrictions  upon  the  power  of  the 
isthmian  canal  government. 

*'  That  no  person  shall  be  deprived  of  life,  liberty,  or  propert}^  with- 
out due  process  of  law;  that  private  property  shall  not  be  ta&en  for 
public  use  without  just  compensation;  that  in  all  criminal  prosecutions 
the  accused  shall  enjo}-  the  right  of  a  speedj-  and  public  trial,  to  be 
informed  of  the  nature  and  cause  of  the  accusation,  to  be  confronted 
with  the  witnesses  against  him,  to  have  compulsory  process  for  obtain- 
ing witnesses  in  his  favor,  and  to  have  the  assistance  of  counsel  for  his 
defense;  that  excessive  bail  shall  not  be  required  nor  excessive  fines 
imposed,  nor  cruel  or  unusual  punishment  inflicted;  that  no  person 
shall  be  put  twice  in  jeopardy  for  the  same  offense,  or  be  compelled  in 
any  criminal  case  to  be  a  witness  against  himself;  that  the  right  to  be 
secure  against  unreasonable  searches  and  seizures  shall  not  be  violated; 
that  neither  slaver^'  nor  involuntary  servitude  shall  exist  except  as  a 
punishment  for  crime;  that  no  bill  of  attainder  or  ex  post  facto  law 
shall  be  passed:  that  no  law  shall  be  passed  abridging  tne  freedom  of 
sjHjech  or  of  the  press,  or  of  the  rights  of  the  people  to  peaceably 
a5vHemble  and  petition  the  Government  for  a  redress  of  grievances;  that 
no  law  shall  be  made  respecting  the  establishment  of  religion  or  pro- 
hibiting the  free  exercise  thereof." 

Those  provisions  seem  to  be  restraints  or  prohibitions  or  limitations 
against  the  exercise  of  power  on  the  part  of  the  Commission,  but  the}' 
do  not  in  terms,  and  perhaps  not  in  intention,  confer  upon  individuals 
who  may  be  inhabitants  of  that  zone  the  rights  which  are  said  to  be 
protected  here  against  invasion  by  the  Commission.  The  important 
part  of  this  matter  that  I  would  call  \'our  special  attention  to  now  is 
contained  in  the  proviso: 

"^  Prm^tikd^  hfm€ve»\  That  the  Commission  shall  have  power  to 
exclude  from  time  to  time  from  the  Canal  Zone  and  other  places  on 
the  Isthmus,  over  which  the  United  States  has  jurisdiction,  persons  of 
the  following  classes  who  were  not  actually  domiciled  within  the  Zone 
on  the  26th  day  of  February,  1904,  viz:  Idiots,  the  insane,  epileptics 
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paupers,  criminals,  professional  beggers,  persons  afflicted  with  loath- 
some or  dangerous  contagious  diseases;  those  who  have  been  convicted 
of  felony,  anarchists,  those  whose  purpose  it  is  to  incite  insurrection, 
and  others  whose  presence  it  is  believed  by  the  Commission  >vould  tend 
to  create  public  disorder,  endanger  the  public  health,  or  in  any  manner 
impede  the  prosecution  of  the  work  of  opening  the  canal*  and  may 
cause  any  and  all  such  newly  arrived  persons  or  those  alien  to  the  Zone 
to  l)e  expelled  and  deported  from  the  territory  controlled  by  the  United 
States,  and  the  Commission  may  defray  from  the  canal  appropriation 
the  cost  of  such  deportation  as  necessary  expenses  of  the  sanitation, 
the  police  protection  of  the  canal  route,  and  the  preservation  of  good 
order  among  the  inhabitants.'- 

Has  it  ever  occurred  in  your  administration  that  you  have  found  it 
necessar}"  to  exercise  this  power? 

General  Davis.  Several  times,  sir. 

Senator  Morgan.  It  is  hardly  worth  while  to  give  cases,  but  what 
would  be  the  nature  of  such  a  case? 

General  Davis.  I  could  not  remember  names  and  I  could  scarcely 
remember  dates  with  any  precision;  but  I  think  a  few  individuals  of 
those  classes  which  sometimes  arrive  at  our  immigration  stations  in 
the  United  States  from  foreign  countries  and  in  whose  respect  the 
conditions  were  not  fulfilled — tnat  is  to  sa}',  ones  such  as  are  described 
in  that  mandate  of  the  President — were  informed  that  they  could  get 
out  of  the  Zone  or  be  deported. 

In  one  case,  I  think  I  can  remember  one  case  where  a  man  was  put 
on  board  a  steamer  and  sent  out  of  the  Zone,  and  the  Commission  paid 
the  fare  of  that  man  to  get  rid  of  him.  I  can  not  remember  whether 
he  was  a  gambler  or  whether  he  was  a  crook,  but  he  was  some  sort  of 
an  individual  of  that  kind  as  I  recall  it;  I  can  not  remember  the  exact 
facts  in  connection  with  it.  I  think  Governor  Magoon  has  made  use 
of  that  authority  several  times  since  he  assumed  the  government. 

Senator  Morgan.  In  the  instances  you  refer  to  where  you  exer- 
cise the  authority  wa^s  it  done  by  the  vote  of  the  Commission? 

General  Davis.  No,  sir;  it  was  done  as  an  executive  act,  the  gover- 
nor being  charged  with  the  execution  of  the  laws,  and  this  being  one 
of  the  laws  that  were  to  be  executed.  I  considered  this  order  of  the 
President  as  legislation,  and  acting  within  the  provisions  of  that  law 
and  as  a  representative  of  the  Commission  I  executed  the  law. 

Senator  Morgan.  Now,  we  may  all  assume,  for  there  will  be  no 
disputation  about  the  point  at  all,  that  there  is  no  State  or  Territory 
in  the  Union,  on  the  continent  here  or  under  our  control,  where  the 
governor  of  such  State  or  Territory,  or  any  other  power  of  the  United 
States,  has  the  right  of  banishment. 

General  Davis.  No,  sir. 

Senator  Morgan.  This  is  the  only  case  in  which  it  exists? 

General  Davis.  The  only  one  that  I  know  of. 

Senator  Morgan.  Is  that  an  important  power  to  be  exercised  there  ? 

General  Davis.  I  think  it  ought  to  be  retained  by  all  means. 

Senator  Morgan.  Now,  General,  in  time  of  peace  that  power  could 
not  be  exercised  by  any  judicial  or  executive  tribunal  in  the  United 
States  except  within  a  territory  or  zone  that  was  placed  under  military 
law,  being  made  a  military  reservation;  so  that  if  you  would  under- 
take to  exercise  this  authority  anywhere  in  that  zone  or  anywhere  else 
under  the  law^s  of  the  United  States  or  any  other  laws  you  must  apply 
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to  the  situation,  as  I  understand  it,  the  laws  of  military  power  just  as 
they  apply  to  a  military  reservation  in  the  United  States. 

I^nator  Hopkins.  W  ould  not  that  depend  upon  the  question  as  to 
whether  the  Constitution  of  the  United  States  extends  over  that  ter- 
ritor)'  ?^  If  it  does  not,  then  there  is  no  legal  objection  to  a  civil  officer 
exercising  power  of  that  kind. 

Senator  Morgan.  The  Constitution  of  the  United  States,  in  my  judg- 
ment, is  overwhelming  in  its  application  to  all  situations,  both  of  war 
and  of  peace.  A  state  of  peace  in  a  country'  invokes  and  puts  in  opera- 
tion the  laws  of  peace;  a  state  of  war  puts  in  operation  the  laws  of 
war;  but  we  have  a  further  provision  of  the  Constitution  upon  which 
is  predicated  the  right  to  establish  rules  and  regulations  for  the  gov- 
ernment of  the  Arm^'^  and  the  militia,  which  has  always  been  applied, 
and  I  think  with  entire  sanction  of  all  authority — the  Supreme  Court 
and  all  other  authorities — to  any  reservation  set  apart  for  military  pur- 
poses, although  the  country  may  be  in  a  state  of  peace. 

We  have  here  now,  as  I  understand  it,  many  military  reservations 
in  the  United  States  where  there  exist  provost  courts  for  the  admin- 
istration of  the  civil  law  within  the  reservation,  at  the  same  time  the 
predominant,  the  paramount  law  is  military;  and  at  military  posts  and 
forts,  or  any  such  place — an  arsenal,  for  instance — the  commandant 
has  the  riglit  to  exercise  military  power  for  the  purpose  of  maintain- 
ing peace  and  order  and  preventing  any  of  these  things  that  are  sug- 
gested by  this  letter  of  the  President  to  Secretary  Taf  t,  and  that  is 
perfectly'  constitutional,  as  I  understand  it,  and  legitimate,  and  is 
according  to  the  settled  and  uniform  practice  of  the  Government  of 
the  United  States. 

The  point  I  make  about  it  is  this:  That  this  power  can  not  be  retained 
in  anj'  place  over  which  the  United  States  has  jurisdiction  except  that 
place  is  under  military  regimen.  If  you  put  it  under  military  regi- 
men the  power  is  perfectly  legitimate;  if  you  take  it  out  of  that 
regimen  it  is  unconstitutional,  and  would  not  be  enforced  by  any  offi- 
cial, executive  or  judicial,  in  any  of  the  States,  or  by  the  Federal 
Government.  ' 

Now,  in  organizing  the  civil  courts  in  the  Zone,  you  have  conferred 
upon  them  the  power  to  issue  all  the  rights  that  belong  to  courts? 

General  Davis.  Yes. 

Senator  Morgan.  Writs  of  habeas  corpus? 

General  Davis.  Yes. 

Senator  Morgan.  And  writs  of  execution,  and  so  forth? 

General  Davis.  Yes.  sir. 

Senator  Morgan.  Even  to  the  extent  of  taking  a  man's  life  by 
hanging? 

General  Davis.  I  can  not  remember  what  the  punishment  is  for  the 
capital  offense,  but  it  is  accoixling  to  the  code,  and  the  code  is  printed 
here  in  one  of  the  books.  I  never  had  occasion  to  carry  out  the  law 
in  a  capital  case. 

Senator  Morgan.  You  have  established  a  penitentiary  there? 

General  Davis.  We  have  established  a  place  called  the  penitentiary; 
it  is  a  lockup. 

Senator  Morgan.  That  is  a  penitentiary  ? 

General  Davis.  Yes. 

Senator  Morgan.  And  there  are  numerous  convicts  there? 

General  Davis,  Yes. 
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Senator  Morgan.  And  have  been  heretofore  ? 

General  Davis.  Yes. 

Senator  Morgan.  Convicted  of  various  offenses  which  are  punish- 
able by  the  statutes  of  the  Zone? 

General  Davis.  Yes. 

Senator  Morgan.  Punishment  by  confinement  and  hard  labor? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  Now  the  power  to  pardon  has  also  been  exercised 
by  the  governor. 

General  Davis.  And  delegated  to  him  by  the  order  of  the  President. 

Senator  Morgan.  Yes;  delegated  to  him  by  the  order  of  the 
President. 

Genei'al  Davis.  Yes,  sir. 

Senator  Morgan.  So  that  there  is  a  certain  delegation  of  civil  power 
there  which  is  exercised  in  harmony  with  this  power  of  punbhment? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  Under  the  same  code  and  same  letter? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  Yes.  Inasmuch  as  such  powers  u«der  the  Con- 
stitution of  the  United  States  and  under  the  form  of  our  government 
can  not  be  exercised  at  least  toward  citizens  of  the  United  States  and 
can  not  be  exercised,  indeed,  toward  any  persons  except  through  the 
military  arm  of  the  government,  is  it  not  logical  and  do  you  not  think 
it  is  our  duty  to  declare  that  the  government  of  that  Zone  shall  be  a 
government  of  a  military  reservation  ( 

General  Davis.  Well,  Senator,  in  your  long  question,  or  the  pre- 
lude to  it,  you  made  a  statement  that  provost  courts  were  invoked  or 
that  they  were  used  to  carry  on  government  within  a  military  reserva- 
tion, and,  as  I  understood  you  to  say,  in  time  of  peace? 

Senator  Morgan.  Yes. 

General  Davis.  That  is  hardly  a  fact.  The  provost  court  is  an 
instrumentality,  the  will  of  the  commanding  general,  exercised  onl}'  in 
time  of  war.  I  have  used  that  in  time  of  war,  but  never  in  time  of 
peace;  nor  have  I  ever  seen  a  case  where  the  provost  cotirt,  so  called — 
that  is  to  say,  a  military  offic-er  or  a  group  of  military  officers  sitting 
as  a  tribunal  with  military  bailiffs  and  military  attaches — has  ever  sat 
in  time  of  peace;  I  hav«  never  seen  it. 

Senator  Morgan.  Your  experience  has  not  been  so  extensive  as 
mine.  After  peace  was  proclaimed  in  the  South,  and  ratified  in  every 
possible  form,  the  provost  courts  down  there  continued  to  perform 
their  functions. 

General  Davis*  That  was  a  military  occupation  that  followed  the 
conflict. 

Senator  Morgan.  Yes;  a  military  occupation  is  the  very  point  I  am 
going  on.  I  insist  that  we  ought  to  characterize  the  occupation  of  the 
Canal  Zone  by  the  United  States  as  a  military  occupation,  not  a  civil 
occupation  merely;  not  for  the  purposes  of  ordinary  civil  government, 
but  a  military  occupation,  so  that  tnis  order  of  the  President  can  be 
justified — which  is  exactly  right;  and  all  of  these  other  laws  should  be 
justified  where  the  writ  of  habeas  corpus  is  within  reach  of  the  gov- 
erning power,  the  judicial  power,  or  the  governing  power,  and  its  sus- 
pension may  be  lawfully  made  without  the  order  of  the  President  of 
the  United  States  or  by  any  act  of  Congress. 

What  1  am  trying  to  do  is  to  get  this  judicial  system  in  the  Zone  in 
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something  like  a  logical  arrangement,  comporting  with  the  principles 
of  the  United  States  which  are  declared  here  in  the  bill  of  rights,  and 
I  understand  you  to  say  that  you  do  not  think  it  would  be  safe  to  dis- 
pense with  this  right  of  banishment? 

Genei-al  Davis.  No;  but  I  call  it  eviction;  it  may  be  the  same  thing. 

Senator  Morgan.  Yes;  eviction  is  about  the  softest  word  that  I 
have  heard  applied  to  it. 

Senator  Dryden.  I  suppose  the  man  that  is  put  out  doesn't  know  the 
difference. 

Senator  Morgan.  And  it  extends  to  all  classes  of  people  without 
reference  to  citizenship,  except  the  individuals  that  were  there  before 
a  certain  date? 

General  Davis.  Yes. 

Senator  Morgan.  Thej'-  are  exempt? 

General  Davis.  Yes. 

Senator  Morgan.  American  citizens  are  not  exempt? 

General  Davis.  You  mean  American  citizens  who  were  there  ante- 
rior to  this  date? 

Senator  Morgan.  No;  citizens  who  have  come  there  since  then. 

General  Davis.  No,  sir;  they  are  not. 

Senator  Morgan.  Taking  an  employee  of  the  Government  who  may 
be  a  man  getting  $3,000  or  $5,000  a  year,  who  becomes  a  nuisance  and 
a  danger  to  the  work  we  are  carrying  on  there,  this  order  gives  you 
the  power  to  banish  him? 

General  Davis.  Yes. 

Senator  Morgan.  Well,  that  power  doesn't  belong  to  any  other  offi- 
cial in  the  United  States  or  scarcely  in  the  world.  At  the  same  time 
it  is  legitimate,  provided  you  put  the  character  of  the  government 
upon  the  right  footing,  say  in  your  law  that  this  is  a  military  reserva- 
tion, and  then  the  power  comes  from  that  fact,  it  is  a  military  power 
exercised  in  a  discretionary  way,  and  the  officer  is  protected.  1  think 
that  one  of  the  provisions  in  that  law  must  have  been  suggested  to  the 
President's  mind  by  the  fact  that  certain  aggregations  or  combinations 
or  associations  of  laborers  have  grown  up  in  the  United  States,  and 
pretty  much  all  over  the  world,  which  might  be  very  disadvantageous 
m  the  canal. 

General  Davis.  Of  course  I  can  not  sa}-  what  may  have  actuated  him 
in  putting  that  language  in  the  order.  1  do  not  imagine  that  he  thinks 
the  ordinary  trades  union  as  it  is  formed  throughout  the  country 
would  necessarily  be  a  dangerous  element.  I  do  not  think  that  that 
could  have  been  in  bis  mind,  although  of  course  I  don't  know  about  it. 

Senator  Morgan.  Suppose  some  man,  black  or  white  or  yellow  or 
red — for  you  have  all  the  complexions  there  that  nature  knows  about — 
should  come  into  that  Zone  for  the  purpose  of  organizing  a  strike 
among  the  laborers;  would  you  be  authorized  to  banish  him  under 
this  law  ? 

General  Davis.  I  should  think  the  authority  would  be  sufficient  to 
send  him  away;  yes. 

Senator  Morgan.  And  don't  you  think  the  necessity  would  be 
extreme  that  he  should  be  banished? 

General  Davis.  I  know  cases  of  labor  agitators  in  Porto  Rico  that 
were  evicted  under  Spain,  and  I  think  ought  to  be  evicted  now  at  any 
time,  and  it  would  be  a  wise  act  to  do  it,  in  my  opinion. 


2266  INyESTIGATION   OP   PANAMA   CANAL   MATTBBS. 

Senator  Morgan.  The  power  to  evict  a  man  who  ma}'  interrupt  labor 
there  in  any  way,  and  particularly  a  nian  who  may  do  it  for  trie  pur- 
pose of  getting  up  great  demonstrations  on  the  part  of  labor,  is  cer- 
tainly a  power  that  the  government  of  the  Zone  ought  to  possess. 
You  could  not  verj^  well  get  along  without  it  in  a  mixed  community 
like  that,  and  they  are  very  liable  there  to  have  agitations,  I  suppose? 

General  Davis.  I  think  so;  I  think  we  are  bound  to  have  them. 

Senator  Morgan.  A  nd  with  the  negro  there  that  is  not  abstemious 

(leneral  Davis.  In  the  way  of  intoxicating  liquors? 

Senator  Morgan.  Yes. 

General  Davis.  I  must  say  this  for  the  Jamaica  negro:  That  he  is 
not  a  cantankerous  individual;  he  is  not  a  quarrelsome  person  at  all; 
he  is  not  a  drunkard.  While  I  was  on  the  Isthmus  I  did  not  see  two 
Jamaica  negroes  who  were  drunk. 

Senator  Morgan.  You  do  not  know  about  the  Spaniards  that  came 
from  northern  Spain,  about  a  thousand  of  them;  how  they  have  worked  ? 

General  Davis.  They  came  over  recently  ? 

Senator  Morgan.  Yes. 

General  Davis.  The  men  that  live  on  the  shores  of  the  Bay  of  Bis- 
cay— the  north  of  Spain  men — are  excellent  men. 

Senator  Morgan.  But  meddlesome  and  high  tempered? 

General  Davis.  Not  specially  so.  Those  north  of  Spain  men  are 
excellent  laborers. 

Senator  Dryden.  If  Senator  Morgan  will  allow  me  to  interrupt  him, 
I  wish  General  Davis  would  state  what  are  the  weaknesses  of  the  West 
Indian  negro. 

General  Davis.  Laziness. 

Senator  Dryden.  That  is  about  all? 

General  Davis.  He  is  not  malicious  or  vicious.  There  is  more  or 
less  petty  thievery  going  on  among  them,  but  highway  robbery  and 
murder  are  very  rare,  much  more  rare  than  they  are  among  our 
southern  negroes,  I  think,  from  my  observation. 

Senator  Dryden.  Thev  do  not  think  it  wrong,  I  suppose,  to  pilfer 
a  little? 

Genei'al  Davis.  I  do  not  believe  they  do;  it  is  sort  of  a  transfer  of 
possessions  which  does  not  mean  much  to  them. 

Senator  Morgan.  Another  reason  that  suggested  itself  to  my  mind. 
General — and  I  wish  to  know  whether  you  concur  or  not — for  making 
a  military  zone  of  this  area  is  the  possible  danger  of  riots  or  belliger- 
ent operations  among  the  employees  and  the  nke  of  that  that  might 
occur  in  the  Zone  or  that  might  occur  among  the  Panamanians  in  Colon 
and  Panama. 

General  Davis.  Yes,  sir;  of  course  it  goes  without  saying  that  the 
Zone  is  not  and  never  can  be  a  settled  community;  that  "would  be  an 
impossibilitv.  Its  inhabitants  are,  you  might  say,  exotic;  they  are 
only  there  for  a  limited  period,  and  as  soon  as  they  get  through  with 
what  they  are  there  for  they  leave.  Of  course  a  settled  community, 
where  the  inhabitants  have  been  born  there  and  raised  there  and  lived 
there  all  their  lives  and  expect  to  die  there,  is  one  proposition;  but 
with  a  communitj^  such  as  will  exist  at  Panama,  as  does  exist  to-day 
and  will  exist  until  the  canal  is  finished,  there  is  no  such  thing  as  pub- 
lic sentiment.  That  public  sentiment  is  our  safety,  our  balance  wneel 
all  over  our  country 

Senator  Morgan.  At  home,  yes. 
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General  Davis.  But  public  sentiment  has  no  force  on  the  Isthmus 
that  I  could  discover. 

Senator  Morgan.  Is  there  any  authority  that  you  know  of  that  is 
more  respected  by  the  people  oi  all  classes  you  have  mentioned  and 
that  we  know  are  there  than  the  military  authority  ? 

General  Davis.  There  is  a  very  definite,  positive  respect  paid  to 
either  an  exercise  of  force  or  a  visible  power  to  exercise  it. 

Senator  Morgan.  They  have  been  raised  that  waj-  i 

General  Davis.  Born  and  grown  up  to  it;  yes. 

Senator  Morgan.  So  it  would  be  very  difficult  to  control  them  by 
ordinary  civil  process,  such  as  arrest  and  imprisonment  in  a  jail  or 
penitentiary? 

General  Davis.  I  think  that  a  force  should  be  available,  so  that  in 
case  there  was  a  disposition  to  disregard  the  exercise  of  the  ordinary 

r>lice  agencies  of  the  country  a  stronger  force  could  be  invoked,  but 
doubt  very  much  that  it  would  be  necessary  to  use  it.  I  think  the 
presence  of  it  would  serve  th^  purpose. 

Senator  Morgan.  That  is,  the  presence  of  the  power  would  dispense 
with  the  necessity  of  using  it? 

General  Davis.  Yes. 

Senator  Morgan.  But  I  was  considering  it  now  as  a  form  of  govern- 
ment, with  the  view  of  impressing  the  sense  of  authority  of  the  United 
over  everybody  in  that  Zone,  whether  it  is  not  stronger  and  easier  to 
execute,  and  less  dangerous  to  the  individual  people  who  are  controlled 
in  that  way,  if  it  appears  in  military  form  than  in  the  form  of  the 
administration  of  justice  on  benches  and  in  courts? 

Genei-al  Davis.  Well,  is  that  a  question? 

Senator  Morgan.  Yes. 

(The  stenographer  repeated  the  question.) 

General  Davis.  The  simpler  the  government  the  better,  and  I  sup- 
pose a  benevolent  despotism  is  the  only  really  perfect  government  that 
has  been  conceived  b}'  man.  But  the  simpler  this  government  the 
better,  and  if  the  people  of  the  United  States  through  their  represen- 
tatives in  Congress  are  willing  to  delegate  that  power  to  the* governor 
of  the  Zone  or  to  the  President,  so  that  he  may  name  a  governor  of 
the  Zone  with  those  attributes,  I  should  say  it  would  be  very  desira- 
ble. But  I  have  always  had  some  doubt  as  to  the  willingness  of  the 
people  of  the  United  States  to  delegate  such  power  to  anybody,  I  have 
alwavs  thought  that  there  would  be  a  hesitancy  on  the  part  of  you 
gentlemen  to  do  it.  It  has  seemed  to  me,  from  'what  I  have  read  and 
studied  of  these  things,  that  that  might  not  be  willingly  accorded. 

Senator  Morgan.  My  view  of  that  situation  is  that  we  can  not  do  it 
unless  we  subject  this  area  over  which  this  Government  prevails  to 
military  law  in  time  of  peace  as  well  as  in  time  of  war. 

General,  in  the  administration  of  this  office  you  have  had  to  be  very 
painstaking,  I  suppose,  and  very  active  ? 

General  Davis.  I  have  done  my  best  to  discharge  my  duties.  I  do 
not  claim  anv  particular  credit  for  that. 

Senator  Morgan.  No;  I  am  not  speaking  of  the  credit;  I  am  speak- 
ing of  whether  it  has  been  a  duty  that  was  onerous. 

General  Davis.  It  was.  The  year  I  spent  at  Panama  was  perhaps  a 
year  of  as  great  anxieties  and  as  hard  labor — mentally,  of  course — 
harder  than  any  I  can  remember  in  my  life. 


2268  INVESTIGATION   OP  PANAMA   CANAL   MATTBBS. 

Senator  Morgan.  Either  in  Porto  Rico  or  Cuba  or  the  Philippines? 

General  Davis.  Yes.  Not  because  of  the  difficulties  in  the  govern- 
ment per  se,  but  on  account  of  the  inherent  difficulties  of  the  situa- 
tion, without  a  definite  knowledge  as  to  the  extent  of  the  power  of  the 
governor,  pn  account  of  the  presence  of  a  neighboring  authority  that 
pretended  to  certain  powers  of  its  own,  even  those  that  looked  to  the 
control  of  the  judiciary  in  some  instances,  and  since  it  was  of  the 
utmost  importance,  as  1  felt  and  as  it  was  impressed  upon  me,  to  get 
along  harmoniously  with  this  neighboring  authority,  the  sovereign 
Republic  of  Panama,  it  was  always  a  source  of  considerable  anxiety  to 
me  to  know  just  how  to  direct  my  steps  so  that  friction  could  be 
avoided,  so  that  harmonious  results  could  be  obtained. 

The  absence  of  any  idea  of  summary  action  1  endeavored  always  to 
inculcate  among  my  subordinates — among  those  I  relied  upon  to  assist 
me  in  carrying  on  the  work — and  so  it  left  a  situation  with  some  anx- 
ieties. But  I  do  not  know,  if  I  had  it  all  to  go  over  again,  whether  I 
could  do  any  better. 

Senator  Morgan.  Have  you  any  suggestion  of  any  important  law 
for  the  control  of  that  Zone  that  you  think  ought  to  be  enacted? 

Geneml  Davis.  I  think  this  basis  of  government  that  has  been 
announced  by* the  President  (on  the  9th  of  May,  1904),  together  with 
certain  Executive  orders  that  have  since  been  published,  and  certain 
legislation  that  has  been  enacted  by  the  Commission  since,  furnish  a 
basis  of  governing  the  Zone  that  can  be  carried  on  practically.  It  is 
not  the  simplest  form  of  a  government  that  can  be  conceived,  but  it  is 
being  applied  now,  as  I  understand,  without  friction  and  without 
special  difficulty.  I  learned  that  by  conversations  with  Governor 
Magoon,  who  has  been  here  recently,  and  he  seems  to  be  getting  on 
well  and  without  friction  or  difficulty. 

As  an  ideal  proposition  I  think  the  vesting  of  a  chief  executive  in 
the  Zone  with  very  considerable  executive  power,  and  simplifying  the 
application  of  that  power  as  much  as  possible,  is  desirable;  but  I  would 
hesitate  to  attempt  to  point  out  in  detail  how  that  variation  might  be 
effected.  *  It  would  be  a  difficult  matter.  It  is  one  involving  a  great 
deal  of  study,  for  while  the  Zone  is  a  little  place,  is  a  small  aifair  in 
territory,  is  small  in  population,  yet  a  single  individual  who  resides  in 
it  has  certain  rights,  or  what  he  feels  to  be  his  rights,  and  those  are 

5'ust  as  important  to  him  as  if  he  lived  in  the  city  of  New  York  or 
^aris  or  London,  and  therefore  a  proper  regard  for  the  rights  of  the 
individual  is  just  as  important  to  the  governor  of  the  Zone  as  it  is  if 
he  were  governor  of  Illinois. 

Senator  Morgan.  Was  there  any  friction  of  any  important  character 
between  the  Government  of  Panama  and  the  government  of  the  Zone? 

General  Davis.  Friction  of  an  important  character?  That  would 
depend  upon  the  point  of  view  individually.  I  do  not  think  there  was, 
and  I  do  not  know  of  an3"body  by  name  who  did,  but  the  newspapers 
made  much  of  it  and  a  great  deal  was  published  about  friction  existing 
between  the  governor  and  the  Republic  of  Panama,  and  all  kinds  of 
stories  were  printed  and  falsehoods  circulated  without  end,  and  public 
sentiment  was  created,  perhaps. 

1  don't  know  whether  I  would  say  that  there  was  a  public  senti- 
ment, but  there  was  a  sentiment  expressed  very  generally  in  newspa- 
pers throughout  the  country  that  there  was  great  necessity  on  the  part 
of  the  Administration  to  harmonize  these  questions  at  issue  between 
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the  governor  of  the  Zone  and  the  Republic  of  Panama,  and  whether 
that  was  the  cause  of  action  or  not  I  don't  know,  but  Mr.  Taft  visited 
the  Isthmus  in,  I  think  it  was  December  or  February,  1905,  and  had 
very  full  and  free  discussion  of  these  various  questions  that  were  then 
the  subject  of  some  irritation  with  the  President  of  the  Republic  and 
his  cabinet,  with  the  governor  of  the  Zone  and  his  officers,  and  as  an 
outt;ome  of  that  discussion  a  new  basis  of  treating  certain  questions 
was  established. 

Senat/or  Morgan.  Established  temporarily? 

(Jeneral  Davis.  Well,  established  for  the  time  being.  All  of  this  is 
temporary,  I  suppose,  until  Congress  shall  act.  But  he  established 
certain  bases  of  action  and  put  them  into  force.  And  the  authorities 
of  the  republics  were  very  happy  over  it,  felt  that  they  had  accom- . 
plished  a  part,  at  least,  of  what  they  set  out  for,  and  the  administration 
of  the  government  under  those  modified  instructions  went  on  without 
friction  or  difficulty,  and  the  rules  were  carried  into  effect  just  as 
before. 

Senator  Morgan.  These  questions  that  had  to  be  settled  related  to 
commercial  and  financial  affairs^ 

(Tcneral  Davis.  Largely  so;  yes,  sir.  The  authorities  of  the  Repub 
lie  insisted  that  they  were  partners  in  a  certain  sense  with  the  United 
States  in  the  exercise  of  judicial  functions  in  the  Zone.  The  minister 
of  foreign  affairs  addressed  me  letters  on  that  subject  asking  me  to 
arrange  with  him  for  the  appointment  of  a  commission  looking  to  the 
adjustment  of  that  question,  which  I  declined  to  do;  but  1  know  that 
he  insisted  that  certain  functions  of  government  still  resided  in  the 
Republic  of  Panama  with  respect  to  the  Zone.  Since  then,  so  far  as 
I  know,  he  has  not  revived  that  question. 

Senator  Morgan.  Did  that  question  arise  in  consequence  of  some 
judicial  action  taken  in  the  Zone^ 

General  Davis.  I  think  it  arose  in  respect  to  some  particular  court's 
proceedings.  Some  man  had  a  cause  in  hearing  in  the  courts  of  the 
Kepublic  before  the  Zone  was  established.  When  the  Zone  was 
established  and  this  judicial  proceeding  had  not  yet  been  concluded 
the  judge  handling  tnat  case  passed  it  over  to  the  minister  of  foreign 
affairs  of  the  Republic,  and  he  passed  it  over  to  me  as  governor,  and 
I  referred  it  to  the  judge  of  the  district  court,  or  the  proper  court,  so 
that  it  might  be  concluded  in  that  court. 

Now,  I  know  that  that  was  one  case.  Another  was  a  case  of  similar 
nature  that  had  been  carried  partly  through  its  career  and  had  not 
been  transferred  to  the  governor  of  the  Zone.  The  authorities  of  the 
Republic  thought,  probably -r-of  course  I  can  not  say  what  they  thought, 
but  only  jud^e  of  their  thoughts  by  their  actions— thought,  probably, 
that  they  haa  some  rights  still  vested  in  themselves  in  regard  to  the 
handling  of  these  cases,  and  some  such  case  as  that  was  not  transferred, 
whereupon  the  plaintiff  invoked  the  authorities  in  the  Zone  to  open 
the  case  de  novo,  as  the  property  involved  was  situated  in  the  Zone. 
That  resulted  in  this  controversy  and  discussion,  and  resulted  in  the 
proposition  made  to  me  by  the  minister  of  foreign  affairs  to  appoint  a 
commission  for  the  purpose  of  considering  and  adjusting  this  whole 
matter.     As  I  said  before,  I  declined  to  enter  upon  that. 

Senator  Morgan.  In  a  criminal  procedure  in  the  Zone,  were  any 
exceptions  taken  to  the  judges  in  tne  courts  by  the  Panama  Canal 
Company  ? 
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General  Davis.  No. 

Senator  Morgan.  There  was  a  lottery  case  that  came  here. 

General  Davis.  Yes. 

Senator  Morgan.  Did  that  ori^nate  in  one  of  your  courts? 

General  Davis.  Yes;  that  originated  by  orders  given  to  the  chief  of 
police  to  arrest  men  carrying  on  gambling  operations  in  violation  of 
the  local  law,  the  law  applicable  to  the  Zone.  The  arrests  were  made. 
They  happened  to  be  Chinamen,  1  think,  and  those  men  were  brought 
before  the  municipal  courts — the  lowest  court — and  remanded  to  a 
higher  court,  and  tnen  bonds  were  given  for  appearance  and  an  appeal 
taken,  and  finally,  in  some  way  or  other— I  don't  know  how  and  I 
never  could  quite  understand  how — thej'^  managed  to  get  the  case 
before  the  Supreme  Court  of  the  United  States. 

Senator  Morgan.  On  a  motion  for  certiorari,  I  think? 

General  Davis.  Yes. 

Senator  Morgan.  And  the  Supreme  Court  declined  to  take  juris- 
diction ? 

General  Davis.  Yes. 

Senator  Morgan.  And  so  the  judgment  of  the  Zone  court  stood? 

General  Davis.  Yes. 

Senator  Morgan.  And  has  been  enforced  ? 

General  Davis.  Yes. 

Senator  Morgan.  Did  the  governor  of  Panama  complain  of  that 
judgment? 

General  Davis.  No,  not  to  me;  if  so,  it  has  been  since  I  left  there. 

Senator  Morgan.  And  that  was  a  lottery  law  that  claimed  to  have 
been  enacted  by  Colombia  or  Panama? 

General  Davis.  By  Colombia. 

Senator  Morgan.  Granting  a  gambling  franchise? 

General  Davis.  A  monopoly  of  gambling,  yes;  for  which  a  man 
paid  a  certain  sum. 

Senator  Morgan.  Just  what  does  that  mean — ^'monopoly  of  gam- 
bling;" does  that  mean  all  kinds  of  gambling? 

General  Davis.  1  am  not  certain  that  it  means  all  kinds,  but  he  was 
privileged  to  conduct  the  kind  of  gambling  that  the  people  of  Panama 
en^ged  in,  which  is  the  usual  gambling,  1  think,  {)rincipally  roulette; 
1  have  forgotten  now  what  else.  Koulette  1  think  is  the  principal 
gambling  game  that  they  engaged  in.  He  had  the  right  to  conduct 
under  this  franchise  all  those  games  and  was  required  to  pay  over  to 
the  Republic  a  stated  sum  per  month  or  quarter. 

Senator  Morgan.  And  that  concession  or  monopoly  extended  down 
into 

General  Davis.  It  expired  some  months  ago  and  has  not  been 
renewed. 

Senator  Morgan.  And  was  in  force  at  the  time  you  were  there? 

General  Davis.  Yes. 

Senator  Morgan.  So  you  succeeded  in  stopping  gambling? 

General  Davis.  Yes;  that  was  stopped  absolutely.  There  is  no  gam- 
bling in  the  Zone  carried  on  now  unless  it  is  done  secretly  and  by  con- 
nivance. 

Senator  Morgan.  There  is  none  carried  on  under  a  license? 

General  Davis.  No,  sir;  there  is  none  carried  on  under  a  license, 
and  the  chief  of  police  had  from  me  and  has  from  the  present  governor 
orders  to  prevent  it,  and  he  has  been  told  in  effect  that  this  gambling 


d k. 
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can  not  exist  without  his  knowledge,  and  if  it  does  go  on  the  governor 
will  know  that  he  is  incapable  of  enforcing  the  law  and  will  get  some 
one  else. 

Senator  Morgan.  That  seems  to  cover  sufficiently  the  question  of 
judicial  friction,  if  any  has  arisen.  Now,  about  the  commercial  fric- 
tion that  arose  there;  what  was  the  character  of  that? 

General  Davis.  That  was  largely  based  on  a  misapprehension — an 
idea  that  merchants  of  Panama  conceived  that  their  trade  was  going 
to  be  taken  from  them  by  a  combination  of  circumstances  that  were  to 
come  about  through  the  fact  that  the  United  States  was  going  to 
implant  in  the  Canal  Zone  the  fiscal  system  which  we  have  in  the  United 
States;  that  is,  that  the  Dingley  rates  of  duty  were  to  apply  to  all 
importations  into  the  Zone.  They  thought  that  we  intended  to  bring 
into  the  Zone  everything  that  we  needed  for  our  own  use  or  that 
offered  for  sale  in  private  establishments  likely  to  be  required  or  used 
by  the  inhabitants  of  the  Zone — men,  women,  and  children — in  other 
words,  that  free  trade  between  the  United  States  and  the  Zone  was  to 
exist. 

They  said  that  if  this  is  the  case,  then,  as  the  limit  of  the  Zone  is  an 
undefined  one,  as  it  is  simply  a  question  of  crossing  the  street  in  some 
cases,  as  the  countrj'^  is  covered  with  a  jungle  in  large  parts,  goods 
brought  into  the  Zone  free  of  tax  or  duty  can  be  spirited  across  the 
border  and  their  own  revenues  depleted  unless  they  nad  some  control 
over  the  entry  of  those  goods  into .  the  Zone  in  the  first  place.  Now, 
that  was  their  fear.  The  entry  and  clearing  of  vessels  to  the  two 
ports,  Christobal  and  Colon,  which  were  two  new  ports  created  by 
executive  order  of  Secretary  Taft,  was  an  evidence  in  their  minds  that 
this  very  danger  was  impending  and  was  certain  to  exist,  and  that  the 
effect  of  it  was  going  to  be  very  disastrous  to  them.  These  repre- 
sentations were  made  and  circulated. 

They  felt  that  for  the  United  States  to  enter  and  clear  a  vessel  from 
La  Boca«  which  was  c^alled  the  port  of  Ancon,  a  new^  name  that  was  ap- 
plied to  that  municipality,  was  an  act  which  infringed  the  rights  of  the 
Republic.  The  Hay-Varilla  treaty  describes  how  certain  harboi^s  and 
ports  are  to  be  treated — that  is,  the  ports  of  Colon  and  Panama.  They 
considered  that  the  harbor  of  Panama  included  La  Boca. 

It  seemed  to  me  that  it  could  not  possibly  be  so;  that  the  United 
States  could  not  possibly  admit  that  La  Boca,  a  part  of  the  canal  itself, 
the  very  prism  of  the  canal  which  we  have  bought  and  paid  for — that 
we  could  not  possibly  admit  that  that  particular  piece  of  the  canal 
prism  2i  miles  from  the  city  of  Panama  and  3  or  4  miles  away  from 
what  was  formerly  and  what  has  usually  been  called  the  harbor  of 
Panama — it  did  not  seem  to  me  possible  that  the  United  States 
could  tolerate  the  idea  that  La  Boca — that  is  to  say,  the  mouth  of  the 
canal  on  the  Pacific  side — could  be  conceded  to  be  within  the  exclusive 
jurisdiction  of  the  Republic  of  Panama,  and  upon  that  basis  1  nego- 
tiated with  the  authorities  of  the  Republic  and  endeavored  to  arrive  at 
a  modus  vivendi  in  respect  to  the  limits  of  the  Zone. 

That  was  one  of  the  nrst  things  I  did  after  I  arrived  on  the  Isthmus. 
And  fortunately — I  say  fortunately  because  Secretary  Taft  has  so 
described  it — an  arrangement  was  arrived  at,  and  then  tne  governor  of 
the  Republic,  Mr.  Arias,  was  the  minister  of  foreign  affairs,  and  an 
agreement  was  arranged  delimiting  the  Zone  territory  on  a  provisional 
basis  until  it  could  .1^  taken  up  and  decided  by  a  higher  authority. 
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Now,  the  doing  of  this  brought  about  a  state  of  aflfaii*s  in  the  Republic 
which  seemed  to  them  to  indicate  the  certainty  that  these  trade  con- 
ditions were  to  prevail;  that  if  they  prevailed  tne  interests  of  .the  mer- 
chants of  Panama  would  be  greatly  impaired. 

Their  representations  to  the  authorities  of  the  Republic  brought 
about  this  condition  which  I  have  referred  to  earlier  in  my  remarks; 
that  is,  a  condition  where  it  was  said  in  the  public  press  that  friction 
existed  between  the  governor  and  the  authorities  of  the  Republic. 
Now,  those  were  adjusted  by  Secretary  Taft;  the.y  were  harmonized 
by  concessions  on  each  side,  perhaps.  I  think  certainly  there  were 
concessions  on  each  side,  and  a  basis  was  arrived  at  that  has  been  in 
operation  since,  satisfactorily  in  operation  since,  as  far  as  I  know. 

Senator  Morgan.  That  is  what  is  embodied  in  what  is  called  the 
modus  vivendi  and  is  alread}'^  in  our  records. 

General  Davis.  Yes;  that  is  in  your  record. 

Senator  Morgan.  And  we  will  not  go  into  an  examination  of  that; 
at  least  I  will  not. 

General  Davis.  It  has  worked  very  well  and  it  applies  to  the  trade 
and  applies  to  the  postal  system  and  applies  to  the  entrance  and  clear- 
ance of  vessels. 

Senator  Morgan.  And  to  the  fiscal  system;  the  money  'i 

General  Davis.  Well,  that  was  not  embraced  in  the  agreement  I 
made;  that  was  not  in  that. 

Senator  Morgan.  That  was  subsequent;  yes. 

General  Davis.  A  subsequent  agreement.  But  his  later  arrange- 
ment with  the  Republic  covered  that  fiscal  matter.  I  never  had  any- 
thing to  do  with  that  fiscal  matter;  that  never  came  to  me  at  all. 

Senator  Morgan.  At  the  time  you  were  there  as  a  member  of  the 
Commission  and  governor  of  the  Zone  did  you  recognize  that  there 
were  any  material  difliculties  in  the  money  that  was  in  circulation,  using 
it  for  canal  purposes? 

General  Davis.  There  were  inconveniences,  yes.  When  I  arrived 
there  the  money  in  circulation  in  the  country  was  the  Colombian  silver, 
the  peso  and  the  media  peso  and  the  smaller  denominations,  fractional 
currency.  That  money  was  a  coinage  that  was  applicable  to  the  whole 
of  Colombia,  but  it  did  not  circulate  except  on  the  Isthmus  of  Panama. 
That  is,  it  was  money  of  Colombia  proper,  but  on  account  of  the  issue 
of  paper  money  in  Colombia  it  did  not  circulate  in  Colombia.  It  dis- 
appeared entirely  from  circulation  in  Colombia,  and  the  exchange  for 
silver  in  the  Columbian  markets  was  10,000  to  1,  paper  for  silver. 

But  Panama  always  maintained  a  metallic  basis  for  its  currency-; 
even  before  the  secession  or  independence  it  always  had  a  metallic 
basis  for  its  currency.  That  is  to  say,  there  was  nothing  marked  on 
these  Panama  Colombian  dollars  to  indicate  that  they  pertained  par- 
ticularly to  Panama,  but  the  fact  was  that  they  were  in  circulation 
nowhere  else  but  on  the  Isthmus  of  Panama.  And  there  it  was  the 
only  money  in  circulation,  except  a  small  amount  of  English  money, 
or  American  mone}^,  or  French  money,  and  some  little  Peruvian 
money. 

Generally  the  money  in  circulation  was  this  Colombian  silver  dol- 
lar, with  no  other  mark  on  it  than  the  Colombian  mark,  and  which 
was  a  legal  tender  in  the  Republic  of  Colombia  everywhere,  but  prac- 
tically out  of  use  in  the  Republic  except  in  Panama.  The  French  in 
carrying  on  their  work  had  proceeded  on  just  the  same  basis  that  we 
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would  proceed  if  we  were  doing  a-piece  of  work  in  France;  that  is  to  say, 
in  paying  oif  labor  we  would  bu}'^  francs  and  disburse  francs  and  their 
other  denominations  to  our  laborers,  supposing  we  were  carrying 
on  our  work  in  that  way;  the  Frenchmen  did  exactly  the  same  thing. 

They  had  every  two  weeks  a  certain  bill  to  pay  for  the  labor  of 
those  two  weeks.  Calculating  it,  they  went  to  banks  and  bought  that 
amount  of  Colombian  silver  and  then  disbursed  it.  The  money  came 
into  their  hands  and  passed  out  into  the  hands  of  their  employees,  and 
in  a  little  while  it  would  come  back  into  the  hands  of  the  oankers  and 
merchants. 

Senator  Morgan.  And  they  would  pay  for  that  Colombian  monej'^ 
by  exchange  on  Paris? 

"General  Davis.  That  is  the  way  the  Frenchmen  did.  When  I  arrived 
there  with  instructions  to  carry  on  the  work  as  the  French  had  carried 
it  on,  I  had  no  discretion  and  I  proceeded  in  the  same  way.  When 
our  first  day  for  paying  came  around  our  disbursing  officer  said,  **  1 
have  some  United  States  money  here  but  no  local  money,  and  these 
men  are  in  the  habit  of  getting  their  money  in  Colombian  silver."  I 
said,  **'  Post  up  an  advertisement  asking  for  bids  for  furnishing  as  much 
mone}"  as  you  want  for  your  next  pay  day,  and  submit  those  bids 
to  me." 

He  posted  up  that  notice,  advertised  for  bids,  and  told  these  people 
that  he  would  give  them  checks  on  the  assistant  treasurer  in  New  York 
for  the  amount  of  silver  that  he  wanted  to  buy  for  use  in  disbursement 
to  our  employees,  and  that  he  would  accept  bids  for  the  whole  or  an}^ 
part  of  that,  depending  on  which  was  the  lowest.  He  submitted  an 
abstract  of  those  bids  to  me,  checking  off  against  each  the  aggi:e- 
gate,  and  we  accepted  the  lowest  bids.  I  approved  the  schedule  and 
ordered  him  to  make  the  purchase  of  silver,  and  he  bought  it  and 
disbursed  it.  And  the  vouchers  were  submitted  to  the  Treasury 
Department  and  they  showed  that  these  particular  men  were  paid  by 
money  derived  in  such  and  such  a  way,  and  the  rate  of  exchange  would 
be  stated,  so  fhat  everybody  who  handled  the  papers  would  know 
everything  that  occurred  in  regard  to  the  transaction. 

That  continued,  and  our  disbursements  became  larger  as  time  went 
on,  and  business  became  more  and  more  important.  It  was  a  business 
that  the  bankers  did  not  relish;  that  is,  the  way  we  administered  it  they 
did  not  relish.  We  asked  for  public  bids  for  this  money ;  we  treated  it  as 
a  merchandise  and  told  the  merchants  of  the  Isthmus  that  we  wished  to 
purchase  so  many  articles  called  pesos,  and  asked  them  what  price  they 
would  sell  for.    "The Frenchmen  had  not  proceeded  that  way;  they  had 

fone  to  the  bankers  and  had  said,  ''  What  is  your  rate  to-day  on  Paris  'i " 
'hen  they  would  get  the  quotation,  and  then  they  would  get  the  amount 
of  silver  necessary  to  pay  off  their  men  and  pay  for  it  with  a  draft  on 
Paris,  and  the  public  knew  nothing  about  it. 

The  bankers,  Ehrmann  &  Brandon,  and  the  other  banking  house 
there  were  not  pleased  with  this  method  that  we  Americans  pursued 
of  publicity,  and  there  was  a  good  deal  of  criticism  about  it — mere 
criticism,  which  did  not  amount  to  anything;  it  never  bothered  any- 
body, but  still  there  was  a  feeling  that  the  banker  was  treated  with 
scant  courtesy.  In  other  words,  I  remember  Mr.  Brandon  on  one 
occasion  said  to  me:  '^  We  will  furnish  you  with  all  the  monej'^  you 
want  if  you  come  to  us  for  it,  but  we  are  not  going  to  bid  for  it  in 
competition  with  every  Chinaman  and  every  other  fellow  here  who 
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wants  to  bid.  We  are  bankers,  and  we  will  not  put  ourselves  on  a 
level  with  all  these  people.''  But  it  didn't  make  any  difference;  we 
got  all  the  money  we  wanted. 

Of  course  there  was  a  constant  desire  on  the  part  of  the  people  who 
bid  to  get  as  high  a  price  as  possible  for  their  silver,  and  the  rate  wa8 
continually  fluctuating.  I  think  we  bought  it  at  a  rate  as  high  as  115 
or  even  120 — that  is  to  say,  it  sold  for  215  in  silver,  220.  I  don't 
know  but  what  in  some  instances  it  went  as  high  as  225.  It  was  con- 
tinually changing  up  and  down,  and  it  is  very  unsatisfactory  to  have 
a  mone}''  that  was  so  fluctuating  as  that,  and  the  conditions  were  as  I 
say.  Later  on  the  International  Banking  Corporation  of  the  United 
States,  incorporated,  I  think,  under  the  laws  of  Connecticut 

Senator  Morgan.  New  York,  was  it  not? 

The  Chairman.  Under  the  laws  of  Connecticut,  I  think. 

General  Davis  (continuing).  I  thought  it  was  Connecticut — estab- 
lished a  branch  bank  on  the  Isthmus  and  the  manager  of  that  bank  had 
the  idea  that  he  was  going  to  control  the  whole  monej'  situation;  that 
is,  he  had  an  idea  that  the  Government  of  the  United  iStates  was  going 
to  deposit  with  him  a  large  amount  of  currency  and  that  in  considera- 
tion of  that  he  could  aflord  to  furnish  to  the  disbursing  officers  the 
necessary  amount  of  local  silver.  This  was  before  the  Panama  silver 
had  come  into  use.  He  thought  the  Government  of  the  United  States 
would  keep  a  large  enough  deposit  with  him  to  justif  v  him  in  doing 
that. 

It  was  found  that  the  national  banking  act  did  not  apply  to  the 
banks  maintained  outside  the  territory  of  the  United  States,  and  so 
they  could  not  establish  a  national  bank  on  the  Isthmus.  That  propo- 
sition failed,  and  then  the  new  coinage  came  into  use,  brought  about 
in  the  manner  in  which  you  know,  and  concerning  which  1  had  nothing 
whatever  to  do.  It  came  into  use.  The  agent  of  the  International 
Banking  Corporation  at  first  said:  "I  am  going  to  try  to  handle  this 
whole  toing  for  you  without  charge — I  am  gomg  to  try  to  do  it.  I 
don't  know  whether  I  will  succeed  or  not,  but  I  am  going  to  make  an 
effort." 

The  first  two  or  three  months  after  the  new  Panama  currency  came 
into  circulation  the  International  Banking  Corporation  received  from 
our  disbursing  officer  his  checks  on  the  assistant  treasurer  in  New 
York  at  par,  and  paid  over  the  money  at  par;  that  is  to  8a}%  for  $1 
of  the  United  States  money  he  gave  the  disbursing  officer  $2  of 
Panama  silver.  He  said:  ^'  I  don't  know  how  long  I  can  keep  this  up, 
but  1  am  going  to  attempt  it."  I  know  it  continued  for  about  two 
months,  and  then  the  quadrilateral  agreement  was  made  which  you 
have  taken  so  much  testimony  about. 

That  agreement  was  entered  into  bv  the  four  banking  houses.  They 
all  agreed  among  themselves,  severally,  but  not  conjointly,  I  think,  to 
supply  the  disbursing  officer  with  all  the  money  he  wanted  at  par. 
Since  then  I  understand  that  plan  has  been  continued  and  the  disburs- 
ing officers  have  received  Panama  silver  for  United  States  checks  on 
the  United  States  assistant  treasurer  in  New  York  at  their  par  value 
in  gold;  that  is,  ^2  Panama  silver  for  |1  American  paper  or  gold.  The 
arrangement  that  was  made  has  worked  well  enough,  so  far  as  I  know. 

The  only  unfavorable  feature  of  it,  I  think,  is  that  if  an  employee 
of  the  United  States  wishes,  out  of  his  accumulated  savings  on  the 
Isthmus,  to  send  a  check  home,  he  can  not  go  to  the  disbursing  officer 
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and  get  it  without  expense,  but  he  has  to  go  to  a  banker  and  pay  for  it. 
I  think  it  is  three-quarters  of  1  per  cent,  or  something  like  that,  that 
he  is  charged.  I  don't  think  that  is  fair,  and  it  ought  not  to  be,  but  is 
not  a  very  important  matter,  and  is  one  concerning  which  I  had  no 
instrumentality  in  any  way. 

The  statement  has  been  made  in  respect  to  this  money  that  it  would 
not  be  possible  to  use  American  money  on  the  Isthmus  without  great 
inconvenience;  that  it  would  result  in  the  enhancement  of  the  price  of 
evervthing.  It  had  been  urged  that  if  you  would  pay  the  laborers  of 
the  0nitea  States  in  American  money,  and  since  a  coin  of  the  size  of 
their  peso  would  cost  that  employee  twice  as  much  as  the  peso — that  is 
to  vsay,  it  would  pay  for  twice  as  much  labor  as  the  peso  would  pay  for — 
that  he  would  see  no  reason  why  that  particular  coin  of  such  a  size 
should  be  worth  more  than  another  coin  of  the  same  size.  That  ia 
the  argument,  I  think,  that  has  been  made  here,  and  I  suppose  there 
is  some  basis  for  it. 

But  the  experience  I  have  had  on  the  Isthmus,  coupled  with  the 
experience  had  in  Porto  Rico,  when  they  changed  the  money  of  Porto 
Rico,  has  made  me  come  to  tnis  conclusion:  Ihat  if  I  had  it  all  to  do 
over  again  and  it  was  an  original  proposition,  instead  of  one  that  has 
been  handled  by  others  and  settled' in  a  certain  way,  I  would  go  at  the 
thing  exactly  the  other  way;  I  would  pay  every  man  for  ever}'  day  he 
earned  or  every  commodity  I  purchased  on  the  Isthmus  of  Panama  in 
United  States  money;  I  would  pay  out  the  greenbacks  or  gold  or  sil- 
ver, just  as  the  case  might  be,  at  its  face  value,  and  I  would  expect 
that  what  would  certainly  happen  would  be  that  within  a  month  or 
two  or  three  everybody  would  adjust  themselves  to  the  situation.  It 
worked  exactly  that  way  in  Pprto  Rico. 

Senator  Hopki:ss.  May  I  interrupt  you? 

General  Davis.  Certainly. 

Senator  Hopkins.  Is  there  not  this  difference  between  Porto  Rico 
and  Panama:  That  in  Porto  Rico  you  have  a  considerable  community 
and  that  on  the  Isthmus  down  there  you  are  getting  people  from 
Martinique  and  from  that  place  and  this  place,  and  they  are  constantly 
changing  i^ 

General  Davis.  Yes  sir;  but  there  is  a  great  permanenc}^;  there  is  a 
^eat  stability  as  respects  nationality  of  the  people  who  are  now  flock- 
mg  to  Panama.  That  is  to  say,  the}'  are  English  or  French  negroes. 
Those  English  and  those  French  negroes  in  Jamaica  and  Martinique 
and  Guadaloupe  have  no  knowledge  of  any  other  money  than  gold; 
they  never  saw  a  coin  that  does  not  represent  gold  value;  there  is  not 
one  of  them  in  Jamaica  that  knows  about  any  money  except  shillings. 

Senator  Hopkins.  It  seemed  to  me  that  it  would  be  very  proper  to 
uae  American  money  in  Porto  Rico,  because  that  is  a  permanent  civi- 
lization there,  and  it  has  a  more  permanent  population;  that  is,  to  be  a 
part  of  the  possessions  of  this  country  for  all  time,  and  hence  the 
quicker  that  they  learn  the  methods  that  we  use  in  a  financial  and  com- 
mercial way  the  better  for  them.  The  Quicker  they^  become  familiar 
with  American  money  the  better  it  is;  but  I  do  not  think  that  idea 
would  prevail  to  that  extent  on  the  Isthmus. 

General  Davis.  There  are  two  facts  in  regard  to  that  matter  that  I 
think  I  mav  refer  to,  with  your  permission,  that  majr  have  a  bearing 
upon  it.  The  exchange  made  for  the  money  of  Spam  for  the  money 
or  the  United  States  in  Porto  Rico  was  on  a  basis  of  70  for  100;  that 


2276  INVESTIGATION   OF  PANAMA   CANAL   MATTERS. 

is  to  say,  we  paid  70  cents  for  one  of  their  doHars,  and  we  took  up  all 
of  the  Spanish  money  in  circulation  in  Porto  Rico— which,  by  tibe  way, 
every  coin  of  it,  had  the  words  '^ Porto  Rico"  stamped  on  it — and 
brought  it  to  Philadelphia  and  melted  it  up.  But  we  paid  for  it  an 
American  70  cents  for  a  Spanish  100  cents. 

The  other  fact  I  wanted  to  refer  to  is  this:  I  said  if  this  was  a  new 
proposition  I  would  proceed  so  and  so;  but  it  is  not  a  new  proposition, 
and  what  has  happened  makes  my  remarks  perhaps  inapplicable,  and 
that  is  this:  The  Secretary  of  War  and  a  commission  appointed  by 
the  Republic  of  Panama  to  discuss  this  subject  of  a  currency  for  Pan- 
ama have  arranged  a  certain  modus  vivendi  or  basis  for  understanding, 
or  protocol,  or  whatever  it  may  be  called,  and  under  that  the  Republic 
of  Panama  has  gone  to  work  and  coined  $3,000,000,  and  that  puts  the 
thing  on  a  ditferent  basis  entirel3\ 

We  have  encourged  them  to  do  that.  We  not  only  got  them  to  coin 
$3,000,000,  but  then  we  found  that  there  was  a  deficiency  of  money 
for  circulating  purposes,  and  then  we  asked  them  to  coin  another  mil- 
lion, which  they  did.  So  it  is  not  an  original  proposition,  and  we  can 
not  revert  to  the  status  quo  ante,  and  I  only  remarked  if  we  were  to 
start  all  over  agBin  that  would  be  my  idea  of  the  way  to  treat  it. 

Senator  Morgan.  I  would  like  to  ask  you  to  give  a  description, 
first,  of  the  taking  over  of  the  property  of  the  Panama  Canal  Com- 

rmy  and  Railroad  Company  by  the  United  States.  You  were  there, 
believe,  and  conducted  that  operation  ? 

General  Davis.  Not  exactly,  Senator;  but  I  will  explain.  The  pa^j- 
sage  by  Congress  of  an  act  authorizing  the  President  to  organize  a 
government  for  the  Canal  Zone,  which  I  think  was  approved  about  the 
1st  of  April,  1904 — I  am  not  sure  of  tjie  date,  but  that  is  about  the 
date,  I  think — upon  the  approval  of  that  act  instructions  were  sent 
to  Paris  by  the  proper  officer  of  the  Government  (I  don't  know  who) 
to  take  over  the  property  of  the  new  French  Canal  Company  and  to 
arrange  for  the  payment  of  the  mone}^  All  I  know  about  that  is  what 
I  have  read. 

At  the  same  time  that  order  was  given,  concurrently  with  it  or 
concurrent  with  the  actual  taking  over  of  the  property  in  Paris,  1 
think  instructions  were  sent  to  an  officer  of  the  Army,  on  the  Isthmus 
of  Panama  at  that  time.  I  refer  to  Lieutenant  Brooke,  of  the  Corps 
of  Engineers.  Those  orders  directed  him  to  receive  from  the  director- 
general  of  the  Panama  Canal  works  on  the  Isthmus  all  property"  of 
the  Panama  Canal  Company.  I  was  at  that  moment  in  this  city.  Thi;? 
telegram  was  sent  to  Lieutenant  Brooke  and  was  received  by  him  on 
the  3d  of  April  and,  if  I  remember  correctly,  was  acted  upon  on  the 
4th  of  April,  the  director-general  of  the  New  Panama  Canal  Company 
on  the  Isthmus  having  received  the  same  day  instructions  from  the 
Paris  office  to  do  exactly  the  same  thing. 

Upon  receipt  of  those  instructions  by  cable  Lieutenant  Brooke  waited 
on  Mr.  Renaiidin  and  took  over  from  him  the  property  of  the  New 
Panama  Canal,  situated  on  the  Isthmus  of  Panama,  including  all  its 
offices,  drawings,  works  of  all  sorts  and  kinds.  I  may  be  wrong  about 
the  date;  upon  reflection  I  do  not  think  it  was  the  4th  of  April,  but 
the  4th  of  May;  I  think  I  was  a  month  off  in  stating  my  dates.  But 
that  is  not  very  important.  I  arrived  on  the  Isthmus  on  the  17th  of 
May.  This  transfer  had  taken  place,  I  think,  on  the  4th  of  May.  I 
found  Lieutenant  Brooke  in  charge  of  the  works,  so  that  my  functions 


INVESTIGATION   OF   PANAMA   CANAL   MATTERS.  2277 

in  connection  with  the  transfer  of  the  control  of  the  property  were 
almost  nil,  the  transfer  having  been  eflfected  about  ten  da3^s  before  I 
arrived  there,  and  all  the  correspondence  between  Lieutenant  Brooke 
and  Mr.  Renaudin  is  all  printed  in  one  of  these  documents  which  you 
have  before  you. 

The  transfer  of  the  Panama  Railroad  was  never  made  to  me  at  all. 
The  orders  I  received  from  the  president  of  the  Isthmian  Canal  Com- 
mission, I  think,  dated  the  8th  of  May,  directed  me  to  proceed  to  the 
Isthmus  and  take  over  from  Lieutenant  Brooke  all  this  canal  prop- 
erty, but  specifically  excepted  the  Panama  Railroad,  so  that  I  had  no 
authorit)^  over  the  Manama  Railroad  at  all. 

Senator  Morgan.  Was  the  railroad  property  taken  over  at  the  same 
time  that  the  canal  propert}"  was  taken  over? 

General  Davis.  The  railroad  property  was  never  taken  oveT  at  all 
in  a  physical  sense.  The  United  States  purchased  68,900  shares  of  the 
Panama  Railroad  stock  from  the  New  French  Canal  Company,  and  the 
control  of  that  stock  permitted  the  Government  of  the  united  States 
to  control  the  board  of  directors  and  put  new  men  in  o.ffice  and  con- 
trol the  management  through  the  board  of  directors.  So  that  in  a 
Jhysical  sense  there  was  never  any  transfer  of  the  property  of  the 
anama  Railroad  Company  to  the  United  States.  1  had  nothing  to  do 
with  it,  and  I  am  only  speaking  of  that  by  general  information. 

Senator  Morgan.  That  is  to  say,  there  was  no  actual  delivery? 

General  Davis.  No;  none  at  all. 

Senator  Morgan.  But  the  property"  went  into  the  possession  of  the 
United  States? 

General  Davis.  Oh,  of  course  it  went  into  the  control  of  the  United 
States  through  its  own  agents,  the  directors. 

Senator  Morgan.  From  the  date  of  the  transfer  of  the  Panama 
Canal i 

General  Davis.  When  transfer  of  the  Panama  Canal  was  effected, 
an  anmial  election  had  taken  place  onlv  one  month  before,  I  think. 
The  annual  meeting  of  stockholders,  I  tLink,  occurs  in  the  first  week 
in  April,  and  the  transfer  of  the  canal  property  was  made  in  May,  and 
a  new  board  of  directors  had  been  elected  and  gone  into  office  for  the 
Panama  Railroad  on  the  1st  of  April.  They  are  elected  for  one  year; 
they  stay  in  office  during  the  remainder  of  the  period  for  which  the}' 
are  elected,  unless  they  see  fit  to  tender  their  resignations  earlier,  or 
for  some  rea.son  a  vacancy  occurs. 

So  that  some  of  the  board  of  directors  who  had  been  chosen  while 
the  canal  companv  was  the  owner  of  the  stock  remained  in  office  until 
the  next  annual  election  took  place.  I  think  there  were  a  few  changes 
made,  meanwhile.  I  think  several  members  of  the  Isthmian  Canal 
Commission,  the  old  Walker  commission,  were  elected  to  places  on 
that  board  of  directoi-s  on  account  of  the  resignations  of  other  persons; 
but  there  was  no  general  change  of  the  directorate  of  the  railroad 
until  the  ensuing  annual  meeting  of  the  stockholders  took  place. 

Senator  Morgan.  In  April,  1905? 

General  Davis.  In  April,  1905. 

iSenator  Morgan.  Do  you  know  of  any  order  of  the  board  repre- 
senting the  Panama  Railroad  Company  transferring  its  property  to 
the  United  States? 

General  Davis.  No,  sir;  I  do  not  know  anything  about  it;  I  never 
sat  with  them  in  a  board  meeting  in  my  life. ' 
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Senator  Morgan.  You  were  not  a  member  of  the  board? 

General  Davis.  I  believe  I  was  elected  a  member  of  the  board  of 
directors  while  1  was  on  the  Isthmus,  but  I  never  met  with  my  col- 
leagues at  all.  I  remember  I  was  informed  that  one  share  of  stock 
was  put  in  my  name,  and  I  was  sent  a  check  for  f 5  in  payment  of  a 
dividend  on  the  stock,  which  check  I  indorsed  over  to  the  Secretary 
of  War,  and  that  closed  the  incident  so  far  as  I  had  anything  to  do 
with  the  stock  of  the  Panama  Railroad  Company.  As  I  have  said,  1 
never  met  with  the  board  at  ail. 

Senator  Morgan.  But  you  met  with  the  Isthmian  Canal  Board. 

General  Davis.  With  the  Isthmian  Canal  Commission,  yes;  I  think 
they  had  eighty -five  meetings,  and  I  think  I  was  present  at  seventeen 
of  them. 

Senator  Morgan.  Were  you  present  at  the  first  meetings? 

General  Davis.  Yes;  a  few  of  the  first,  and  then  three  or  four  or 
five  or  six  in  August. 

Senator  Morgan.  But  nearly  all  those  meetings  were  held  here  in 
Washington  ? 

General  Davis.  Y^. 

Senator  Morgan.  And  you  remained  in  charge  at  Panama? 

General  Davis.  I  was  at  Panama  for  a  year,  except  in  the  middle  of 
the  summer  for  two  weeks,  when  I  was  in  the  United  States  on  a 
special  personal  errand. 

Senator  Morgan.  I  notice  that  on  the  20th  of  Ma}^  1904 — that  is, 
while  you  were  governor? 

General  Davis.  Yes;  I  was  on  the  Isthmus,  then. 

Senator  Morgan.  And  you  were  a  Commissioner,  then? 

General  Davis.  Yes,  sir. 

Senator  Morgan  (continuing).  The  following  letter  was  laid  before 
the  Commission: 

^'Washington,  D.  C,  May  20,  190^. 
"Rear- Admiral  iTohn  G.  Walker, 

^^  Chairtnan  of  tJie  hthmian  Canal  Commmwn, 

''  Washington,  JD.  C. 

"Sir:  The  New  Panama  Canal  Company,  through  its  president,  and 
Mr.  Cromwell,  its  American  counsel,  has  notified  the  President  that  it 
is  desirous  of  taking  up  and  disposing  of  the  question  of  compensation 
claimed  by  the  New  Panama  Canal  Company  for  construction  upon 
the  new  Panama  Canal  during  the  negotiations  that  have  just  termi- 
nated in  a  transfer  of  that  property  to  the  United  States.  I  am  directed 
by  the  President  to  notify  you  that  he  will  expect  the  Isthmian  Canal 
Commission  to  take  up  t6e  question  with  the  New  Panama  Canal  Com- 
pany with  the  view  of  determining  what  the  facts  are  in  relation  to 
this  claim,  to  the  end  that  if  possible  when  the  matter  ultimately  comes 
before  the  President  for  decision  it  will  involve  only  the  question  as 
to  whether  or  not  the  claim  is  well  founded  and  he  has  authority  to 
pay  it. 

^' Yours,  respectfully, 

"P.  C.  Knox,  Attorney 'GeneralJ"^ 

You  became  acquainted  with  that  demand  at  that  time? 

General  Davis.  I  was  not  present  then,  as  you  see.  I  was  on  the 
Isthmus;  but  copies  were  sent  to  me,  and  as  1  read  them  I  of  course 
became  familiar  with  what  had  transpired  in  the  Commission  as  recorded. 
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Senator  Morgan.  Was  this  subject  ever  brought  to  the  attention  of 
the  Commission  while  you  were  present  if 

'  General  Davis.  No,  sir;  never  at  any  board  meeting  at  which  I  was 
present.  I  have  heard  the  members  of  the  Commission  talk  about  it 
ui  an  informal  way,  but  I  have  never  heard  it  ^discussed  formally  or 
officially  at  any  meeting  at  which  1  was  present. 

Senator  Morgan.  W  as  not  the  date  of  the  taking  over  of  this  prop- 
erty in  Paris  the  16th  of  April,  1904? 

(jeneral  Davis.  I  think  that  was  the  date  when  the  title  papers  were 
passed;  but  the  instructions  sent  to  Lieutenant  Brooke  on  the  Isthmus 
were  not  until  later  than  that.  I  can  not  remember  now  exactly  the 
date,  but  they  were  lat-er  than  that.  I  think  that  is  the  date  of  the 
actual  transfer  of  the  papers,  but  I  think  some  time  was  consumed  in 
passing  them  through  their  various  sbiges. 

Senator  Morgan.  The  paper  I  have  just  read  to  you  is  dated  the 
20th  day  of  May. 

General  Davis.  Yes. 

Senator  Morgan.  I  find  on  page  60  of  the  proceedings  of  the  Isth- 
mian Canal  Commission,  from  March  to  September,  1904 — during  all 
of  which  time  you  were  a  Commissioner,  were  you  not? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  I  find  the  following: 

''Department  of  Justice, 
"  Washhajton,  D.  C,  March  10,  190^. 
''Mr.  William  Nelson  Cromwell, 

^^  General  Counsel^  New  Ptmama  Canal  Company. 
"Sir:  I  have  received  your  letter  of  the  Oth  instant -concerning 
work  done  on  the  Panama  Canal  since  execution  of  the  work  included 
in  the  Isthmian  Canal  Commission's  estimate  of  $40,000,000  as  the 
value  of  the  Canal  Company's  propert\\  The  President  directs  me  to 
say,  that  without  committing  himself  to  any  proposition  of  fact  or 
law  stated  in  your  letter,  he  is  willing  to  determine  what  amount,  if 
anv,  the  company  should  receive  on  account  of  such  work  in  addition 
to^the  price  of  $iO,000,000  agreed  upon. 
*' Respectfully, 

''P.  C.  Knox,  Attorney- General. 

"Signed  at  Paris,  France,  April  16,  1904,  by  W..  A.  Day,  assistant 
to  the  Attorney -General;  by  Charles  W.  Russell,  special  assistant 
Attorney -Genei-al." 

That  letter  seems  to  have  been  withheld  from  deliverv  to  Mr.  Crom- 
well from  its  date,  the  10th  of  March,  1904,  until  April  16,  1904,  and 
antedates  the  letter  of  Mr.  Knox  that  I  have  just  previously  read  by 
one  month  and  four  days. 

On  that  date  the  minutes  of  the  Commission  show  that  Mr.  Crom- 
well made  .the  following  statement: 

"  Gentlemen,  upon  the  statement  of  the  case,  which  I  have  read  for 
your  information,  I  recently  applied  to  the  President  to  proceed  with 
the  arbitration,  and  he  divided  the  work  of  his  duties  into  branches. 
He  has,  as  I  understand  it,  referred  all  questions  of  fact  concerned  in 
the  claim  to  the  Commission  for  its  advice,  and  all  questions  of  law  to 
the  Attorney-General;  so  that  upon  the  Commission's  report  the  whole 
PC— voLa—oe 72 
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matter  may  be  considered  and  determined  by  the  President,  with  the 
advice  of  the  Attorne3^-General. 

"Following  the  general  basis  of  the  claim,  which  is  embraced  in  the 
communications  which  I  have  read  to  j^ou,  I  have  delivered  to  the 
Attorne3'-Gener"al,  for  the  President,  the  detailed  statement  of  claim, 
of  which  I  now  hand  you  a  copy  for  your  own  use.  You  will,  of  course, 
want  to  examine  this  statement  of  claim  more  in  detail;  but  I  will  now 
read  so  much  of  it  as  1  think  will  assist  you  at  this  session." 

And  then  he  goes  on  to  present  the  claim.  It  covers  seveml  pages, 
and  an  affidavit  is  made  to  the  claim  by  Mr.  Louis  Chorin,  who  was 
the  chief  engineer  of  the  new  Panama  Canal  Company. 

General  Davis.  He  was. 

Senator  Morgan.  Were  you  ever  present  at  anj-  time  when  that 
claim  was  being  considered  by  the  Commission? 

General  Davis.  I  never  was. 

Senator  Morgan.  Did  you  ever  have  any  conversation  with  Mr. 
Cromwell  about  it? 

General  Davis.  Never:  not  a  word. 

Senator  Morgan.  Do  you  know  what  the  opinion  of  the  Commis- 
sion was  as  to  the  validity  of  the  claim  ?  It  se^^ms  never  to  have  l)een 
taken  to  final  settlement.^ 

General  Davis.  I  have  been  told  by  members  of  the  Commission 
that  the^  made  a  report,  that  they  sent  that  report  to  the  Secretary 
of  War,  in  which  they  expressed  the  opinion  that  there  was  no  basis 
whatever  for  the  claim,  but  I  never  saw  the  document  and  only  know 
of  that  from  verbal  statements  made  to  me. 

Senator  Morgan.  Do  you  know  whether  that  claim  is  being  pressed 
before  the  Department  now? 

General  Davis.  No;  I  do  not  know  officially.  I  have  no  official 
knowledge  on  the  subject,  although  I  have  heard  it  as  a  matter  of 
common  conversation  tbat  it  is  being  pressed. 

Senator  Morgan.  One  of  the  present  Commissioners  stated  the 
other  day  that  he  was  examined  about  it  in  the  Department  of  Justice. 

General  Davis.  I  had  heard  that  also. 

Senator  Morgan.  As  I  understand  this  claim,  it  dates  from  the  date 
of  the  first  proposition  of  the  Panama  Canal  Company  made  to 
Admiral  Walker  for  the  sale  of  the  property  of  the  Panama  Canal 
Company,  including  its  shares  of  stock  and  all  the  property  on  the 
Isthmus. 

General  Davis.  I  have  had  the  same  understanding,  although  I  do 
not  know.  I  have  not  read  with  any  great  care  the  presentation  there 
made  bv  Mr.  Cromwell  himself.  That  would  disclose  the  scope  of  it, 
I  think^ 

Senator  Morgan.  I  want  to  ask  you  in  connection  with  that  claim, 
what  was  the  condition  of  the  work  on  the  Isthmus  in  regard  to  open- 
ing up  the  canal  and  completing  it  at  the  time  you  first  saw  it? 

General  Davis.  You  mean  the  extent  of  progress  ? 

Senator  Morgan.  Yes. 

General  Davis.  The  condition  as  regards  points  of  activity? 

Senator  Morgan.  Activity,  and  also  the  character  and  condition  of 
the  machinery,  and  anything  else  about  it. 

General  Davis.  To  answer  the  last  part  of  the  question  first,  I  should 
say  that  you  might  as  well  eliminate  the  machinery  as  having  any  par- 
ticular value.     There  was  some  value  in  the  stuff  that  was  under  stor- 
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age;  there  was  some  value  to  the  buildings  that  existed  on  the  Isthmus; 
there  was  some  little  value  in  some  of  the  machines;  we  got  some  use- 
ful work  out  of  some  of  the  machines;  but  taking  it  altogether,  1 
should  state  its  value  as  a  very  small  one. 

The  points  of  activity-there  was  only  one,  and  that  was  the  Culeblti 
notch.  There  were  five  or  six  or  seven  hundred  men  at  work  there 
when  I  arrived  there.  When  1  first  visited  the  Isthmus  they  were 
using  one  of  the  old  French  excavators;  perhaps  two  of  them  were 
used  during  the  first  few  months.  They  were  dropped  out  pretty 
soon.  The  old  French  cars  were  being  used,  the  French  locomotives, 
Belgian  locomotives,  and  the  plant  in  use  consisted  entirely  of  the  old 
French  plant.    That  one  point  of  activitj'  was  the  only  one.    They  had 

fone  on  with  it  until  they  had  brought  the  bottom  of  the  Culebra  cut 
own  to  165,  as  I  remember,  or  maybe  to  155 — one  or  the  other — thej 
were  taking  out  about  30,00()  yards*  a  month,  as  I  recollect;  maybe  it 
was  that  many  meters  a  month;  30,000  or  35,000  yards  a  month."^ 

The  records  show  that  the}^  had  not  very  long  before  had  an  output 
as  high  as  00.000  or  70,000  yards  a  month  with  a  larger  force  at  work. 
Two  years  before  that  they  had  had  1,500  to  2,000  men  at  work,  and 
the  work  included  a  point  of  activity  near  Empire  at  that  time,  but 
that  had  stopped  when  we  arrived,  and  there  was  only  one  place  where 
they  were  domg  any  work,  and  it  was  common  talk  all  over  the  Isth- 
mus that  work  was  being  done,  not  with  the  idea  that  it  counted  par- 
ticularly toward  the  final  result  of  a  canal,  but  that  it  kept  alive  the 
concession  which  the}'  had  received  from  the  Government  of  Colom- 
bia, and  if  work  should  absolutely  stop  their  concessions  might  be 
forfeitable. 

The  machinerv  was  scattered  everywhere  along  the  line,  along  the 
side  tracks,  in  the  jungle;  trees  had  grown  up  amongst  the  cars.  I 
think  there  were  3,5(K)  dump  cars.  1  believe  there  were  60  engines 
of  all  kinds,  and  6,000  or  7,000  of  these  little  push  cars  made  of  metal, 
and  a  great  many  other  tools  and  machines. 

It  was  stated  that  this  whole  plant  had  a  book  value  of  $29,000,000, 
but  I  inquired  into  that  somewhat,  and  I  found  that  it  was  the  French 
practice  that  when  a  machine  arrived  on  the  Isthnuis  from  abroad, 
where  it  was  bought,  they  always  wrote  up  30  per  cent  additional  of 
value  over  the  purchase  price  as  representmg  its  value  on  the  Isthmus 
as  soon  as  it  got  there,  so  that  this  $30,0W,000,  in  round  numbers, 
includes  an  added  30  per  cent  that  waf>  simply  a  book -account  value. 
I  suppose  vou  would  find  the  real^cost  of  that  machinery  by  deducting 
that  30  per  cent  from  the  $29,000,000. 

Senator  Morgan.  What  condition  was  the  railroad  tmck  in? 

General  Davis.  Verv  good;  ver}'  good,  indeed. 

Senator  Morgan.  Hx)w  about  the  wharves? 

General  Davis.  The  wharves  were  in  a  very  satisfactory  condition; 
they  were  adequate  for  the  limited  business  they  were  doing.  They 
were  entirely  inadequate  for  the  enlarged  business  that  was  to  come. 
The  La  Boca  wharf  built  by  the  French  company  was  a  metal  aifair 
on  concrete  foundations,  and  very  well  built,  but  a  very  inademiately 
designed  structure.  It  was  very  long  and  verv  narrow,  and  it  did  not 
have  space  in  which  to  work  cargo  economically;  but  it  cost  $2,000,000 
to  the  Panama  Railroad  Company;  that  is  what  they  paid  ^^^ ^' 

Senator  Morgan.  That  wharf  extended  perpendicularly  to  the  coast 
out  into  the  bav  'i 
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General  Davis.  It  extended  parallel  to  the  aids  of  the  canal,  2<)0  feet 
away  from  the  center  axis  of  the  canal. 

Senator  Mokgan.  Did  it  reach  out  into  the  sea? 

General  Davis.  No;  not  into  the  sea.  There  were  mud  flats  all 
around  it  at  low  water,  except  on  the  side  of  the  canal,  which  had 
been  excavated.  There  was  room  enough  for  three  of  the  San  Fran- 
cisco ships  to  lie  there,  the  ordinary  type  of  vessel  running  between 
Panama  and  San  Francisco;  three  of  them  could  tie  up  there  at  the 
same  time. 

Senator  Morgan.  The  channel,  then,  was  dredged  out? 

General  Davis.  Certainly,  they  came  up  to  this  wharf,  and  do  now, 
and  have  for  the  last  three  or  four  years. 

Senator  Morgan.  That  channel  is  really  a  part  of  the  canal  i 

General  Davis.  A  part  of  the  canal;  yes,  sir,  certainly. 

Senator  Dryden.  Is  that  the  only  wharf  at  Panama^ 

(jeneral  Davis.  The  only  one  used.  The  old  Panama  wharf  over 
on  the  other  side  of  the  city,  where  all  the  business  of  the  transit  was 
done  until  four  years  ago,  lies  to  the  east  of  the  city.  This  wharf  I 
speak  of  lies  to  the  west  of  the  city.  This  map  will  show  you  the 
situation.  Here  is  Panama  Harbor,  so  called,  and  that  is  the  old 
Panama  wharf,  and  the  Panama  Railroad  comes  down  here  [indicating 
on  mapj.  The  La  Boca  wharf  is  served  bv  this  branch  [indicating  on 
map],  and  that  is  what  I  insisted  on  taking  into  the  Zone,  and  not 
leaving  in  the  city  of  Panama. 

Senator  Morgan.  That  I^a  Boca  wharf  is  in  the  Zone? 

General  Davis.  Certainly,  it  is  now;  but  if  it  had  not  been  put 
there — well,  if  the  earlier  negotiations  had  not  resulted  as  they  did,  1 
doubt  very  much  if  you  would  not  have  had  a  good  deal  of  difficult^' 
to-day  in  securing  an  agreement  like  that. 

Senator  Dryden.  Who  claimed  the  wharf,  the  city  of  Panama? 

General  Davis.  Not  the  ownership,  but  the  jurisdiction.  The  own- 
ership was  in  the  United  States;  nobody  questions  the  ownership;  the 
ownership  was  in  the  Panama  Railroad,  and  the  United  States  owned 
the  stock. 

I  would  say  in  regard  to  this  zone  of  delimitation,  that  when  Secre- 
tary Taft  made  his  modus  vivendi  with  the  Government  of  Panama, 
in  January,  I  think  it  was,  1905,  one  of  the  clauses  of  that  agreement 
specified  certain  acts  to  be  done  b\^  officers  of  the  United  States  in  pur- 
suance of  his  orders  that  should  not  be  done  unless  the  Government  of 
Panama  ratified — that  is,  the  "representative  of  the  Government  of 
Panama  ratified — and  confirmed  the  provisional  delimitation  agreement 
that  General  Davis  had  entered  into  with  the  Government  of  Panama 
the  vear  previous,  and  that  the  line  of  delimitation  between  the  territory 
of  the  Zone  and  the  territory  of  the  Republic  of  Pai^ama  should  be  a 
line  extending  from  Point  Mala,  on  the  shore  of  the  Baj',  over  to  the 
islands  named  Las  Tres  Hermanos,  out  to  the  3-mile  limit  in  the  har- 
bor, and  that  all  water  lying  to  the  west  of  that  line  should  be  in  the 
Zone,  and  all  lying  to  the  east  of  that  line  should  pertain  to  the  harbor 
of  the  city  of  Panama;  and  that  requirement  of  Secretary  Taft's  order 
has  been  observed  by  the  authorities  of  the  Republic  of  Panama. 

But  that  delimitation  agreement  has  not,  however,  yet  been  made 
the  subject  of  consideration  by  the  National  Assembly  of  Panama,  so 
that  it  would  be  possible  as  a  diplomatic  act  for  the  Republic  of 
Panama  to  disown  the  agreement  which  the  governor  of  the  Zone 
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entered  into  with  the  Secretary  of  State  in  1904.  It  would  be  a  very 
unfortunate  event  if'  such  a  thing  as  that  were  to  occur,  I  think,  and 
1  know  of  no  intention  to  do  it.  I  know  of  no  purpose  to  endeavor 
to  upset  it;  I  have  never  heard  of  any. 

Senator  Morgan.  While  this  work  was  going  on  at  the  notch  of 
Culebi-a,  what  was  becoming  of  the  prism  of  the  canal  that  had  before 
that  time  been  dug  out  by  the  French,  both  on  the  Panama  side  and 
the  other  side — was  it  filling  up? 

General  Davis.  Oh,  no;  it  was  there  as  before.  The  part  of  the 
canal  that  had  been  dredged  out  toward  Colon  had  filled  up  in  a  few 
places,  had  silted  up  at  a  few  places.  One  place  was  at  the  mouth  of 
the  Mindi,  where  the  silt  commg  in  from  the  Mindi  itself  has  blocked 
the  canal  prism,  but  generally  3'ou  could  go  along  in  a  boat  where  it 
had  been  dredged. 

Senator  Morgan.  Dredged  down  originally  how  deep? 

General  Davis.  About  20  feet  or  22  feet,  I  think.  I  sounded  it  my- 
self in  one  or  two  places;  1  remember  I  found  20  feet  in  one  place. 

Senator  Morgan.  It  has  been  several  years  since  the  French  made 
any  attempt  to  keep  that  channel  open. 

General  Davis.  They  never  did  a  stroke  of  work  on  that  channel 
after  the  work  stopped  in  1889. 

Senator  Morgan.  I  refer  to  the  dredged  channel;  thej^  never  touched 
that  after  that  ^ 

General  Davis.  No,  sir;  not  on  either  side  in  the  marine  sections. 

Senator  Morgan.  Was  the  dredging  out  toward  La  Boca  all  filled  up  ? 

General  Davis.  Oh,  no;  it  is  there  yet.  You  can  sail  up  the  old 
excavated  channel  in  the  mangrove  swamps  there  in  the  Rio  Grande 
lowlands  in  a  small  boat  quite  a  distance.  1  have  been  up  as  far  as 
Miraflores,  not  all  the  way  in  the  excavated  channel,  but  a  part  of  the 
way  in  the  old  channel  of  the  river. 

Senator  Morgan.  That  has  filled  up  considembly  since  it  was  first 
dredged? 

General  Davis.  Somewhat,  but  not  very  considerably;  I  think  not. 

Senator  Morgan.  What  flow  of  water  filled  it  up? 

General  Davis.  Silt  that  would  be  brought  in  by  the  tide  and  silt 
that  would  come  down  from  the  headwaters  of  the  Rio  Grande  and  its 
tributaries;  that  would  be  the  material  that  would  choke  it  up. 

Senator  Morgan.  So  silt  did  come  in  with  the  tide? 

General  Davis.  Mostly  with  the  tide,  I  think.  I  think  most  of  that 
trouble  on  that  side  was  on  account  of  the  littoral  drift.  I  do  not 
think  that  the  silt  from  the  highlands  has  much  influence  in  blocking 
up  the  lower  Rio  Gmnde. 

Senator  Morgan.  When  the  tide  comes  out  to  its  lowest  stage  there 
is  quite  an  area  of  country  left  there? 

General  Davis.  Yes;  left  exposed. 

Senator  Morgan.  And  then  when  the  tide  comes  in 

General  Davis.  It  covers  it  again. 

Senator  Morgan.  And  washes  it  up  against  the  coast? 

General  Davis.  Just  simpl}^  the  water  lies  over  it,  floods  back  over 
it,  just  as  it  does  on  the  tidal  marshes  in  Georgia  and  South  Carolina, 
the  same  way;  the  tide  floods  over  it  and  then  recedes  twice  a  day;  it 
comes  and  goes.  Of  course  it  is  salt  water,  so  there  is  no  grass  grow- 
ing in  it;  but  these  mangrove  bushes  are  growing  there.     They  are 
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what  we  call  mangrove  in  the  United  States;  they  call  it  mangla  down 
there.  ' 

Senator  Morgan.  When  vou  took  command  of  the  Zone  you  found 
600  or  700  negroes  there  tfiat  had  been  formerly  working  under  the 
French,  did  you  not? 

General  Davis.  Yes. 

Senator  Morgan.  And  Major  Black  was  in  charge  of  them  ? 

General  Davis.  Yes;  Major  Black  had  charge  of  the  work. 

Senator  Morgan.  You  continued  those  men  at  the  work? 

General  Davis.  I  continued  them  straight  on,  and  when  Mr.  Wal- 
lace came  in  July  he  continued  them  and  added  more  to  the  force. 

Senator  Morgan.  Did  he  add  considerabl}'  to  the  force  i 

General  Davis.  Very  much;  verv  much.  I  think  he  worked  up  the 
force  from  700  to  7,000  or  8,000.  I  do  not  mean  to  say  at  Culebra, 
no;  he  enlarged  that  force  from  700  to  I  think  1,500  or  1,800 

Senator  Morgan.  The  whole  force  that  he  brought  in 

General  Davis.  The  whole  force  that  Mr.  Wallace  had  there  at  the 
time  1  left — I  don't  know  of  course  what  it  was  after  that — was  a)K>ut 
9,000,  1  think.     That  included  sanitary  and  canal  and  everything  else. 

•Senator  Hopkins.  Kight  there  1  would  like  to  ask  a  question,  if  you 
will  permit  me.     In  your  judgment,  was  all  that  work  well  directecl  i 

General  Davis.  Well,  the  sanitary  work  was  absolutely  indispensable, 
and  there  wasn^t  enough  done,  either.  If  there  was  any  error  made 
during  that  period  it  was  in  not  spending  more  effort  on  the  sanitary 
work.  The  work  that  was  done  in  repairing  houses  and  in  construct- 
ing houses,  in  making  sidings,  and  arranging  for  future  work  was  all 
very  valuable  and  of  the  most  useful  character. 

Senator  Hopkins.  Then  you  do  not  think  that  there  was  any  squan- 
dering of  money  there? 

General  Davis.  I  don't  think  there  was  a  dollar  squandered;  no. 
The  work  Mr.  Wallace  did  at  Culebra,  I  think,  was  work  of  the  utmost 
value,  because  it  revealed  to  him  and  to  others,  in  their  judgment,  cer- 
tain ideas  as  to  what  economies  were  possible;  it  was  valuable  to  the 
critics  of  Mr.  Wallace  in  showing  where  Mr.  Wallace  was  mistaken. 
So  it  was  valuable  either  way  you  put  it.  He  alleged  certain  thin^ 
respecting  economy  in  which  others  did  not  agree  with  him,  but  the 
very  fact  that  he  had  done  this  work  at  certain  prices  was  an  addition 
to  knowledge  which  was  valuable.    I  think  there  was  no  money  wasted. 

Senator  Morgan.  How  long  was  it  after  you  were  on  the  Isthmus 
as  governor  that  this  acquisition  of  labor  began  if 

General  Davis.  It  began  almost  immediately,  very  soon  after — it 
began  even  with  our  going  there,  because  all  the  West  India  world 
knew  what  had  happened  at  Panama,  and  they  had  been  waiting  for 
the  happening  for  years  and  years.  There  had  been  a  former  period 
of  luxury  and  wealth  ''time  of  the  empire,"  as  they  called  it,  when 
money  flowed  like  water,  and  they  wanted  to  see  it  again,  and  they 
had  been  waiting  for  it  from  1S09  way  down  to  1H(>4,  and  then  thev 
heard  the  United  States  had  taken  hold  and  then  the  tide  began  to  set 
toward  Panama  again. 

Senator  Morgan.  And  the  conditions  in  Panama  were  not  requisite 
to  their  'comfort  or  their  entertiiinment  or  their  health? 

(ieneral  Davis.  Oh,  no;  there  was  not  adequate  accommodations  for 
a  very  large  influx,  and  it  bothered  us  at  times  to  take  care  of  the  men 
that  we  brought  down  there  ourselves.     It  troubled  us  at  sometimes 
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to  take  care  of  them  in  a  proper  way — that  is,  so  you  could  offer  a 
man  a  house  that  was  tit  to  live  in.  It  was  a  very  perplexing  question 
to  do  that  sometimes,  but  generally  we  made  out  to  do  it. 

Senator  Morgan.  The  que^^tion  of  supplier  was  a  difficult  one,  also? 

General  Davis.  Ye^,  sir;  the  question  of  supplies  was  difficult.  We 
could  purchase  on  the  Isthnms  whatever  was  available  there  and  what- 
ever we  required,  whatever  was  indispensable,  if  it  was  procurable 
there,  we  bought  it.  We  bought  many  articles  that  were  required  by 
the  sanitary  department,  and  we  purchased  some  things  tnat  were 
needed  by  the  construction  department.  We  bought  quite  a  quantity 
of  lumber  that  was  brought  down  there  by  merchants  on  speculation, 
loaded  at  Gulf  ports.  We  bought  several  small  cargoes  of  lumber  to 
use  in  constructing  houses,  lumber  which  had  been  sent  there  not  for 
Government  use  at  all,  but  had  been  sent  there  to  be  used  in  con- 
structing private  buildings,  but  as  the  lumber  was  for  sale  we  pur- 
chased it.  We  purchasecTsome  little  cement,  some  bricks,  some  lime, 
some  hardware,  some  dru^s,  and  various  things  of  that  kind.  Other 
things  that  were  not  obtainable  on  the  Isthmus  we  made  requisition 
and  sent  for  to  the  Commission  in  Washington. 

Senator  Morgan.  You  had  a  large,  rapidly  increasing  influx  of  peo- 
ple there  that  you  were  compelled  to  organize  and  provide  for  with 
shelter  and  food  ? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  And  to  arrange  them  in  such  gangs  as  that  you 
could  use  them  for  the  purposes  of  preparation. 

General  Davis.  Yes,  sir.  , 

Senator  Morgan.  When  you  got  there,  and  for  quite  a  long  time  or 
a  considerable  time,  I  suppose,  after  you  got  there,  the  work  on  the 
digging  of  the  canal  was  not  in  a  state  of  preparation  to  be  advanced 
successfully  or  economically^ 

General  Davis.  No;  it  was  not,  for  we  did  not  have  the  proper 
appliances  for  rapidly  pushing  the  work.  Our  tools  and  apparatus 
were  antiquated. 

Senator  Morgan.  You  did  all  that  could  be  done  with  the  forces 
you  had  and  with  the  machinery  you  were  supplied  with? 

General  Davis.  Yes. 

Senator  Dryden.  Did  these  laborers  who  came  in  to  the  Isthmus 
come  voluntarily? 

General  Davis.  Yes,  sir;  of  their  own  accord. 

Senator  Dryden.  Thej^  were  not  brought  there  at  the  expense  of 
the  Government? 

Geneml  Davis.  Some  of  them  have  been  brought  there  at  the 
expense  of  the  Government  since;  yes. 

Senator  Dryden.  Not  the  earlier  ones? 

(xeneral  Davis.  No;  we  didn't  establish  any  agencies  for  the  hiring 
of  labor  in  the  West  India  Islands  until  several  months  after  we  arrived 
there. 

Senator  Morgan.  It  appears  to  be  difficult  to  get  labor  to  go  there 
now.     Do  you  know  the  reason  for  the  difficulty! 

General  Davis.  You  mean  mechanical  labor? 

Senator  Morgan.  I  mean  labor  of  the  kind  that  is  used  there  in  dig- 
ging the  canal. 

General  Davis.  I  think  not,  sir;  I  think  there  is  an  abundance 
there,  I  think  it  is  flocking  there;  it  is  coming  from  Martinique  and 
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Jamaica;  thc}^  are  flocking  in  there  all  the  time,  and  I  think  there  is  a 
surplus  there  now. 

Senator  Dryden.  They  do  not  want  to  work  more  than  three  or  four 
days  in  the  week? 

General  Davis.  They  will  only  work  when  they  are  hungry.  If 
they  have  money  enough  to  feed  themselves  the}'  will  remain  idle  until 
the  money  is  gone  and  then  they  will  turn  to  work  again.  There  is 
not  such  a  thing  in  that  country  as  laying  up  an}"thing;  they  have  no 
idea  of  anything  like  a  savings  bank. 

Senator  Morgan.  Taking  the  general  condition  of  the  country 
between  the  Bay  of  Limon  and  the  Bay  of  Panama,  state  whether  or 
not  it  had  grown  up  with  this  rapid  tropical  growth,  and  whether  the 
buildings  and  the  roads,  or  whatever  they  had  there,  were  in  a  forlorn 
sort  of  a  condition. 

General  Davis.  Yes;  the  place  was  grown  up  very  largeh'  to  a  jungle. 
When  I  say  a  jungle  I  mean  low  bushes,  2  or  8  oi-  4  or  5  feet,  running  up 
to  10  or  12  to  25  feet  high.  Senator  Kittredge  and  Senator  Millard 
have  seen  the  character  of  the  vegetation.  Vines  and  creeping  plants, 
tangling  around  and  about  and  in  and  on  everything,  conceal  and  cover 
up  the  surface  of  the  earth  very  quickly.  Almost  all  the  trees  and  some 
larger  shrubs  are  covered  with  creepingplants — not  insects,  but  plant** — 
climbing  plants,  twining  around  and  winding  about,  shrouds  of  vege- 
tation, hanging  down  from  growing  trees  that  have  not  anything  to  do 
with  tne  tree  except  as  a  parasite.  That  is  the  characterof  all  tropical 
vegetation,  the  same  as  in  other  tropical  countries  I  have  been  in. 

Senator  Morgan.  You  had  to  clear  that  out  before  vou  could  get  a 
foothold? 

General  Davis.  Yes;  but  the  Panama  Railroad  wa«  open  all  the  wai^, 
and  there  were  villages  all  along,  and  from  each  village  it  was  easy  to 
get  here  and  there  and  on  and  about.  There  were  bridle  paths  and 
trails  from  village  to  village,  more  or  less;  not  roads,  but  paths  sufficing- 
for  the  uses  of  the  natives;  not  very  luxurious.  They  were  not  auto- 
mobile roads. 

The  Chairman.  Those  bridle  paths  you  speak  of  were  along  the 
right  of  way  of  the  Panama  Railroad. 

General  Davis.  Yes.  From  Empire  there  was  quite  a  lot  of  ti-avel 
directly  to  the  west,  away  from  the  railroad,  over  to  a  town  called 
Cocoli,  which  is  in  the  Republic  back  from  the  railroad. 

Senator  Morgan.  Were  the  men  under  your  appointment  and  con- 
trol there,  as  a  rule,  industrious  and  dutifuH 

General  Davis.  Well,  industry  in  the  true  sense  -  that  is,  1  mean 
thrift  in  the  true  sense — does  not  exist  on  the  Isthmus.  There  is  noth- 
ing that  I  have  seen  that  answers  that  description. 

oenator  Morgan.  You  mean  among  the  laboring  classes? 

General  Davis.  Yes;  what  we  call  thrift.  There  are  four  or  five  or 
six  hundred  Chinamen  on  the  Isthmus,  and  they  are  thrifty,  they  save 
every  cent  they  make,  they  never  spend  a  penny  that  they  can  avoid, 
and  it  all  goes  back  to  China  in  the  end. 

Senator  Morgan.  Do  they  live  in  the  Zone? 

General  Davis.  Some  of  them  do.  The  Chinamen  are  the  only 
gardeners  that  we  have,  they  make  all  the  gardens  we  have,  and  that  is 
the  only  chance  we  have  to  get  any  fresh  vegetables.  The  natives  do 
not  grow  anything. 
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Senator  Morgan.  What  is  the  nature  of  the  hygienic  work  that  has 
been  done  there? 

General  Davis.  Cleaning  iungle,  making  ditches,  miles  and  miles 
and  hundreds  of  miles  of  shallow  ditches,  so  as  to  drain  pools  and  stag- 
nant places;  cutting  away  the  vegetation  so  as  to  exclude  the  insects 
which,  according  to  modern  sanitary  science,  are  the  cause  of  a  good 
many  of  our  tropical  diseases. 

Senator  Morgan.  Your  task  was  a  very  heavy  one? 

General  Davis.  Well,  it  was  a  large  one,  and  no  man  can  work  more 
than  a  certain  number  of  hours  a  oay,  so  that  he  found  enough  to  do 
during  his  day  and  then  he  was  ready  to  rest  and  sleep. 

Senator  Morgan.  Did  you  find  any  material  on  the  Isthmus  when 
you  took  charge  there  of  proper  character  to  repair  the  houses  that 
were  rotted  down  ? 

General  Davis.  No. 

Senator  Morgan.  You  had  to  import  it? 

General  Davis.,  All  lumber  has  to  come  from  outside.  There  is  no 
lumlier  produced  on  the  Isthmus  available  for  temporary  houses. 
There  is  a  little  mahogany  shipped  out  of  the  remote  points  on  the 
Isthmus,  but  that  is  far  too  valuable  a  wood  to  use  in  the  structure  of 
houses. 

Senator  Morgan.  The  process  of  getting  lumber  there  to  make 
repairs  must  have  been  a  slow  one  t 

General  Davis.  Pretty  slow.  We  had  to  send  it  from  the  United 
States,  from  Gulf  ports,^  and  from  the  Puget  Sound  country. 

Senator  Morgan.  It  took  you  quite  a  while,  I  suppose,  to  assemble 
enough  material  there  to  make  much  of  an  impression  upon  those 
houses  i 

General  Davis.  Yes;  quite  a  while. 

Senator  Morgan.  And  in  addition  to  repairing  houses  I  understand 
you  burned  up  a  good  deal 

General  Davis.  We  burned  up  the  refuse  that  came  out  of  the  houses 
that  were  partly  in  ruins;  we  burned  up  some  refuse. 

Senator  Morgan.  You  burned  up  some  houses? 

General  Davis.  I  did  not.  Maybe  that  has  been  done  since;  I  don't 
know  about  that. 

Senator  Morgan.  In  making  all  this  preparation,  this  cleaning  up, 
you  had  to  take  things  from  the  stump,  as  we  say? 

General  Davis.   Y'es. 

Senator  Morgan.  There  was  nothing  provided? 

General  Davis.  No. 

Senator  Morgan.  The  French  left  nothing  there  that  was  of  any 
material  value? 

General  Davis.  They  left  a  good  deal  of  hardware;  they  left  a  good 
many  kinds  of  ironmongery — I  mean  in  stock,  bar  iron,  bar  steel,  copper,. 
pig  lead.  Babbit  metal,  spelter,  zinc,  galvanized  iron,  many  kinds  of 
tools,  hydraulic  lifting  devices,  steam  engines,  small  donkey  eng  nes, 
pumps— and  a  great  deal  of  that  material  came  over  to  us  an^  saved  u 
quite  a  good  deal  in  the  way  of  preparation  when  we  had  that  to  fall 
back  on. 

Senator  Morgan.  Have  you  instituted  machine  shops  there? 

General  Davis.  Yes;  we  took  those  French  shops.  There  were  in 
all  five  French  shops  on  the  Isthmus.  We  put  every  one  of  them  into 
use.     We  overhauled  the  machines;  we  repaired  some,  disused  others, 
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enlarged  seveiul.  There  were  two  brass  foundries,  two  cupolas  for 
making  small  castings;  there  were  planers  and  drill  presses  and  lathes 
and  milling  machines,  and  all  those  usual  machines  that  vou  find  in 
machine  shops.  They  were  there  ready  to  put  on  a  belt  ana  start  them 
right  off,  some  of  them,  and  some  others  had  to  be  overhauled  and 
leveled  and  lined  up. 

Senator  Morgan.  You  got  your  fuel  there — coal,  I  suppose — from 
the  Panama  Railroad? 

General  Davis.  We  got  it  from  the  Panama  Railroad.  They  were 
importing  all  the  time,  and  we  got  ours  from  them. 

Senator  Morgan.  And  you  made  your  purchases  from  the  Panama 
Railroad  of  fuel  ? 

General  Davis.  Yes;  they  sold  it  to  us. 

Senator  Morgan.  And  tliey  furnished  you  chiefly,  if  not  entirely, 
the  transportation  with  which  you  had  to  provide  yourselves  for  all 
these  necessaries? 

General  Davis.  They  furnished  and  have  since  furnished  all  the 
through  transportation  over  the  Panama  Railroad,  but  the  transporta- 
tion for  haulinff  earth  out  of  these  working  places  has  never  been 
done  by  the  Panama  Railroad.  Recently  it  has  been  necessary 
to  use  the  tracks  of  the  Panama  Railroad  to  some  extent.  That  is 
done  under  the  general  trackage  arrangement;  but  the  dump  trains, 
the  trains  hauling  earth  and  rock,  are  trains  made  up  exclusiveh'  of 
rolling  stock  that  has  no  connection  with  the  Panama  Railroad,  and 
that  operates  on  tracks  that  are  not  in  any  way  under  the  control  of 
the  Panama  Railroad  Company. 

Senator  Morgan.  During  all  the  time  of  your  administration  thei"e 
I  suppose,  from  evidence  that  has  been  presented  here,  the  Panama 
Railroad  was  considered  as  a  separate  and  independent  corporation? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  You  had  to  make  deals  with  them,  traffic  deals  and 
everything  of  the  sort? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  And  these  tracks  upon  which  you  haul  earth  out 
of  the  diggings  were  made  by  the  Isthmian  Canal  Company? 

General  Davis.  B\'  the  Commission. 

Senator  Morgan.  And  j^ou  made  your  arrangements  for  mileage^  I 
suppose? 

Geneml  Davis.  Yes,  sir. 

Senator  Morgan.   Upon  the  Panama  Railroad  ? 

General  Davis.  Yes,  sir;  most  of  that  work  was  handled,  I  thinks ' 
by  the  chief  engineer  and  his  chief  of  department  of  material  and 
supplies;  1  think  he  was  the  one  that  handled  the  negotiation.  I  had 
no  personal  dealings  with  respect  to  those  negotiations  with  the  rail- 
road, but  it  was  managed  by  men  by  whom  its  performance  was 
appropriate. 

Senator  Morgan.  The  meetings  of  the  board  of  directors  of  the 
Panama  Railroad  Company  were  all  held  in  New  York,  were  they 
not? 

General  Davis.  1  think  all  of  them.  I  think  they  alwa3'shavel>een. 
Although  I  am  not  exactly  sure  about  that,  that  is  my  understanding-. 
1  tried  to  induce  the  Commission  to  have  some  meetings  of  the  hoaixi 
of  directors  of  the  Panama  Railroad  Company  on  the  Isthmus,  but  my 
colleagues  did  not  agree  with  me  about  it. 
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Senator  Morgan.  Taking  everything  together,  I  suppose  the  Pan- 
ama Bailroad  was  about  the  most  important  active  factor  in  the 
doing  of  the  work  of  the  canal,  or  the  most  indispensable? 

General  Davis.  Oh,  j'es,  quite  so;  it  is  indispensable  to  carrying  on 
the  canal  work. 

Senator  Morgan.  So  that  the  control  of  that  railroad  company  had 
a  very  important  influence  on  the  work  il 

General  Davis.  It  is  bound  to  have,  and  always  will  have  while  the 
work  lasts. 

Senator  Morgan.   While  you  were  there  was  there  any  jam 

General  Davis.  Congestion  of  freight? 

Senator  Morgan.  Congestion  of  freight,  yes. 

Genei"al  Davis.  Nothing  verj-  serious  during  my  time,  but  just  after 
I  left,  just  about  the  time  I  was  leaving,  and  just  after  I  left,  there 
was  a  very  large  accumulation  of  tools  and  machinery  and  lumber  sent 
down  from  the  United  States  to  the  Isthmus  for  canal  puiposes,  and 
the  wharf  accommodations  had  not  yet  been  enlarged,  so  that  it  could 
be  conveniently  handled,  and  just  during  the  latter  part  of  m}"  stay 
there  this  freight  congestion  began. 

The  Panama  Railroad  Company  didn't  have  adequate  rolling  stock 
to  handle  the  freight,  to  handle  this  very  largely  increased  quantity  of 
freight,  they  did  not  have  wharf  room  to  take  this  rolling  stock, 
their  engines  were  not  of  sufficient  power  to  handle  the  heav}^  trains, 
their  sidings  were  not  long  enough  so  that  they  could  shunt  as  many 
cars  as  might  be  necessary,  the  terminal  facilities  were  not  adequate 
for  this  very  large  increase  of  the  arrival  of  commodities,  and  this 
congestion  £ad  begun  when  I  left  there. 

Senator  Morgan.  Was  that  congestion  due  in  any  part,  and  if  so  to 
what  probable  extent,  to  any  increase  of  the  coumierce  across  the 
Isthmus? 

General  Davis.  I  do  not  think  that  very  much  of  it  related  to 
inorease<^l  commerce  across  the  Isthmus,  but  the  congestion  was  brought 
about  by  the  fact  that  the  Government  was  becoming  a  very  large 
customer  of  the  Panama  Railroad,  and  its  facilities  were  not  sufficient 

Senator  Morgan.  Brought  about  by  the  demand  of  the  Government 
for  material 

General  Davis.  Yes;  1  think  that  even  during  my  time  it  had  hap- 
pened that  a  train  of  cars  would  be  loaded  up  and  goods  consigned  to 
some  point  at  which  there  were  not  facilities  to  receive  therti,  and  that 
that  train  of  cars  would  stay  three  weeks  loaded  on  the  tracks  before 
it  was  finally  unloaded.  I  have  been  told  this  by  persons  connected 
with  the  train  service,  the  difficulty  being  to  find  a  place  to  store  the 
stuff  when  it  should  be  unloaded,  or  let  it  be  thrown  out  into  the  open 
air,  so  that  the  most  valuable  agency  for  moving  this  freight  was 
simply  used  as  a  storehouse — these  box  cars.  Of  course  that  did  not 
worK  advantageously,  but  that  was  very  soon  cured. 

Mr.  Shonts  got  experienced  railroad  men  and  put  them  in  charge  of 
the  train  service,  transportation  men,  who  were  thoroughly  up  in  all 
those  matters,  and  while  the  congestion  has  continued  off  and  on  since, 
from  various  causes,  e^  I  read  in  the  newspapers,  yet  I  think  that  the 
steps  taken  to  relieve  the  congestion  are  the  best  that  could  be  taken. 
So  far  as  I  know,  they  are.  1  understiind  that  the  coffee  crop  this  year 
is  a  ver}'  large  one,  and  that  it  is  even  now  considerable  trouble  to 
transfer  that  coffee  as  rapidly  as  it  arrives  on  the  Pacific  side.     Most  of 
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it  is  going  to  Hamburg  and  Havre  or  London.  It  goes  out  by  those 
foreign  steamers. 

Senator  Hopkins.  From  what  countries? 

General  Davis.  Guatemala,  Salvador,  and  Costa  Rica. 

Senator  Morgan.  I  suppose  the  chief  of  the  sanitary  corps  is  Doctor 
Gorgas? 

General  Davis.  Yes;  an  excellent  man. 

Senator  Morgan.  His  undertaking  was  a  very  heavy  one  'i     ' 

General  Davis.  Yes. 

Senator  Morgan.  To  get  hospitals  there,  and  so  on? 

General  Davis.  Yes;  it  was. 

Senator  Morgan.  Was  disease  prevalent  when  you  were  there? 

General  Davis.  Not  especially  so  when  we  arrived  there.  I  believe 
we  found  out  afterwards  that  there  was  one  case  of  yellow  fever  when 
we  arrived;  but  we  did  not  find  it  out  until  several  months  afterwards. 
I  think  the  first  case  of  yellow  fever  occurred  early  in  July. 

Senator  Morgan.  I  understand  yellow  fever  is  not  the  greatest 
enemy  there. 

General  Davis.  No;  malaria  is  the  troublesome  disease,  and  tuber- 
culosis kills  more  people  than  any  other  disease. 

Senator  Morgan.  I  suppose  from  exposure  to  the  weather? 

General  Davis.  Yes;  and  inadequate  nutrition  and  a  bad  scale  of 
living.  Tuberculosis  does  more  harm  in  the  Tropics  than  any  other 
disease,  according  to  my  observation. 

Senator  Morgan.  And  next  to  that  comes  malaria  ? 

General  Davis.  Next  to  that  comes  malaria.  In  the  Philippines 
they  have  dj^sentery,  but  in  Panama  there  is  no  dysentery  at  all, 
strange  as  it  may  seem. 

Senator  Morgan.  None  at  all;  no  dysentery? 

General  Davis.  Hardly  any  dysentery  on  the  Isthmas,  while  in  the 
Philippines  it  is  very  prevalent.^  It  causes  a  great  deal  of  invaliding 
home  of  our  soldiers. 

Senator  Morgan.  And  no  yellow  fever  in  the  Philippines? 

General  Davis.  None  at  all;  never  a  case. 

Senator  Morgan.   And  none  in  Hawaii^ 

General  Davis.  No. 

Senator  Morgan.  And  none  in  Nicai'agua? 

General  Davis.  None  in  Nicaragua.  I  think  they  have  had  plenty 
of  yellow  fever  at  Greytown  in  times  past,  in  former  3'ears. 

Senator  Mor(;an.  \Ve  have  had  testimony  here  that  there  wei*e  no 
cases  at  Greytown  except  those  imported  there  for  sanitation. 

General  Davis.  There  is  more  or  less  yellow  fever  up  and  down  the 
Centi-al  American  coast.  1  don't  think  any  certain  place  on  that  coast 
can  be  counted  on  as  entirely  free  from  yellow  fever,  provided  non- 
immune people  are  there.  The  natives  are  generally  immune;  but  if 
there  are  a  lot  of  nonimmunes  there  you  may  l^e  sure  that  you  will 
find  yellow  fever  if  it  is  in  the  country. 

Senator  Ankeny.  Is  it  true,  Geneml,  that  you  have  double  tracked 
that  road  ? 

General  Davis.  I  have  heard  by  reading  what  others  have  said  that 
it  has  been  double  tracked  through  about  two-thirds  of  its  length,  and 
I  think  that  is  about  all  they  intend  to  double  track  at  present.  1 
only  know  that  by  reading,  however.  When  I  left  there  in  Mav^ 
1905,  they  were  then  double  tracking  the  road — had  begun  the  work. 
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When  I  was  there  in  September  last  year  the}"  had  double  tracked 
considerable  stretches  of  it,  but  I  am  told  now  that  double  tracking 
has  gone  on  until  they  have  got  about  one-half,  quite  one-half,  of  it 
double  tracked. 

Senator  Morgan.  General,  during  the  time  you  were  governor  of 
the  Isthmu3  and  one  of  the  Commissioners,  which  was  about  a  year, 
was  it 

General  Davis.  About  a  year,  yes. 

Senator  Morgan.  What  part  of  your  time  were  you  absent  from 
the  Isthmus? 

General  Davis.  I  was  in  the  United  States  two  weeks  in  August,  1904. 

Senator  Morgax.  That  was  on  account  of  family  bereavement? 

(ieneral  Davis.  It  was  on  account  of  such  an  occurrence  as  you  say. 

Senator  Morgan.  You  remained  on  the  Isthmus  at  work  during  all 
the  Imlance  of  the  time  ( 

General  Davis.  Yes,  sir. 

Senator  Morgan.  Were  the  Commissioners  there  with  v6u? 

Genei'al  Davis.  They  were  there,  five  members  of  the  Commission, 
five  of  my  colleagues  were  there  from  the  30th  of  July,  1904,  until  the 
6th  of  September  of  the  same  year. 

Senator  Morgan.  They  were  there  continuously  ? 

General  Davis.  Yes,  sir;  and  two  other  members  of  the  Commission 
came  down  again  in  February — members  of  what  we  called  the  engi- 
neering committee  of  the  old  Isthmian  Canal  Commission.  1  refer  to 
Messrs.  Burr  and  Parsons.  They  remained  on  the  Isthmus,  as  near  as 
I  can  now  recollect,  about  two  weeks.  Mr.  Heckcr  went  down  one 
week  later  than  I  did.  He  was  a  member  of  the  Commission.  He 
remained  with  me  there  until  the  Commission  arrived,  and  then  he 
eturned  to  the  United  States  with  it,  and  shortly  afterwards  sent  inr 
his  resignation. 

Senator  Morgan.  The  minutes  of  this  Commission,  as  recorded  here 
and  reported  to  the  President  and  by  him  to  Congress,  show  a  large 
number  of  meetings.     Do  you  recollect  the  number  if 

General  Davis.  I  have  an  impression  that  it  is  eighty-five,  but  I  can 
not  say  exactly.     You  can  see  in  a  moment  by  looking. 

Senator  Morgan.  Yes;  I  can  get  the  number.  They  appear  to  have 
been  on  nearly  consecutive  days. 

General  Davis.  Almost;  sometimes  day  after  day,  right  along. 

Senator  Morgan.  While  the  Commissioners  were  there,  I  take  it 
from  the  character  of  their  proceedings  and  work,  they  were  very  con- 
tinuously emplov'ed. 

General  Davis.  I  think  so.  They  were  industrious.  So  far  as  I 
know,  when  they  were  on  the  Isthmus,  they  met  every  day,  and  on 
one  or  two  occasions  they  met  at  night  in  my  quarters. 

Senator  Morgan.  And  you  had  to  consult  about  the  development 
of  a  new  situation  there  in  every  respects 

General  Davis.  In  everv  respect;  yes,  sir. 

Senator  Morgan.  Physfcally  and  in  a  governmental  sense? 

General  Davis.  Yes. 

Senator  Morgan.  And  for  the  preservation  of  the  health  ? 

General  Davis.  Yes. 

Senator  Morgan.  And  for  your  connection  with  outside  communi- 
cation for  getting  materials,  etc.  ? 

General  Davis.  Exactly. 
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Senator  Morgan.  Acquiring  labor,  and  all  that? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  That  was  a  task  that  occupied  the  Commissioners 
individually  and  collectively^  you  may  say,  continually  i 

Genei-al  Davis.  Oh,  yes;  1  think  they  were  very  industriously 
employed  in  all  those  matters.  I  judged  so  from  reading  their  minutes, 
ana  I  know  what  occurred  when  1  had  the  good  fortune  to  be  present. 

Senator  Morgan.  Was  there,  within  j'our  knowledge,  any  delin- 
quency on  the  part  of  any  Commissioner  during  that  period  of  time? 

General  Davis.  I  do  not  think  so. 

Senator  Morgan.  Iij  the  performance  of  his  duties? 

General  Davis.  1  do  not  think  so,  sir;  but  it  is  the  superior  officer 
who  ought  to  judge  of  those  things. 

Senator  Morgan.  He  has  a  right  to  judge,  but  he  ought  to  judge 
justly. 

General  Davis.  I  thought  they  were  industrious  and  attenti  e  to 
their  duties.     1  felt  so. 

Senator  Morgan.  Can  you  account  for  this  statement  in  an  order 
of  the  President,  addressed  to  the  Secretary  of  War,  dated  **  White 
House,  Washington,  D.  C,  April  1,  1905:" 

'^The  practical  result  of  the  operations  of  the  Isthmian  Canal  Com- 
mission appointed  and  acting  under  previous  Executive  orders  has  not 
been  satisfactory  and  requires  a  change  in  the  personnel  of  ,the  Com- 
mission and  in  the  instructions  for  its  guidance.  ' 

Are  you  aware  of  any  fact  which  required  a  change  in  the  person- 
nel of  the  Commission? 

Senator  Hopkins.  One  moment,  Senator.  That  question,  it  seems 
to  me,  ought  not  to  be  asked  of  this  man.  He  has  admitted  that  the 
committee  were  up  here  while  he  was  down  there.  W^hat  led  the 
President  to  indite  that  letter  may  have  been  things  that  occurred  up 
here,  a  thousand  or  2,000  miles  away  from  this  man. 

Senator  Morgan.  He  has  stated  that  the  Commission  were  there 
about  eighty  days  in  session. 

Senator  Hopkins.  That  is  only  a  small  part  of  the  period  that  he 
was  a  member  of  the  Commission,  and  it  seems  to  me  that  that  ques- 
tion does  an  injustice  to  the  General. 

General  Davis.  I  could  not  answer  that  Question  without  comment- 
ing upon  the  action  of  the  President  of  the  United  States,  and  I  should 
think  that  I  ought  not  to  do  that. 

Senator  Hopkins.  Yes;  and  you  have  not  sufficient  information. 

General  Davis.  1  have  not  information,  either. 

Senator  Morgan.  Did  you,  while  you  were  there,  discover  any 
delinquency  or  any  want  of  attention  to  duty  on  the  part  of  any  of 
your  colleagues? 

General  Davis.  No  delinquency;  no,  sir.  1  urged  my  colleagues  to 
appoint  an  executive  committee  to  share  this  responsibility  on  the 
Isthmus.  1  urged  them  in  an  official  way;  1  offerea  a  resolution  at  a 
meeting  of  the  Commission  for  the  appointment  of  an  executive  com- 
mittee of  three  members  who  should  permanently  stay  on  the  Isthmus 
and  be  associated  with  me  in  the  administmtion  of  the  duties  which 
were  devolved  there.  I  do  not  mean  that  they  should  lie  associated 
with  me  in  the  duty  as  chief  executive,  but  as  a  working  body  of  tlie 
Commission,  an  executive  committee. 
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My  collea^es  did  not  agree  with  me  on  that  proposition.  I  think 
that  was  a  mistake.  I  do  not  call  that  a  delinquency;  it  was  simply  a 
diiference  of  opinion.  I  think  it  would  have  been  better  if  they  had 
sent  an  executive  committee  there  of  their  own  number  with  power  to 
act.  But  it  is  only  an  opinion,  and  their  opinion  is  as  good  as  mine. 
They  did  not  agree  with  me.  The  records  of  the  minutes  will  show 
the  resolution  which  1  offered.     It  is  all  printed. 

Senator  Morgan.  Do  you  know  of  any  fact  that  shows  or  tends  to 
show  that  any  retardation  of.  the  work  took  place  in  the  Isthmus  in  con- 
sequence of  the  want  of  industry  or  the  want  of  capacity  or  the  want 
of  fidelity  on  the  part  of  any  of  the  Commissioners? 

Senator  Hopkins.  I  submit,  Mr.  Chairman,  that  that  is  a  question 
that  ought  not  to  be  propounded  to  this  witness.  It  involves  practi- 
cally the  same  objection  that  I  ur^ed  to  the  previous  question.  The 
President's  letter  stands  for  what  it  is  worth.  This  witness  of  course 
was  not  in  a  position  to  see  and  judge  of  all  the  things  that  came  to 
the  attention  of  the  President,  and  he  ought  not  to  be  required  to  put 
up  his  judgment  against  the  President's  on  a  matter  like  that,  where 
his  observation  is  limited,  and  his  information  is  limited. 

Senator  Morgan.  I  did  not  ask  him  for  his  judgment  about  any- 
thing at  all.  I  asked  him  for  the  fact  as  to  whether  he  saw  any  inef- 
ficiency or  neglect  of  business  on  the  part  of  any  Commissioner  while 
he  was  there. 

Senator  Hopkins.  But  he  does  not  know  the  fact. 

(By  direction  of  the  committee  the  stenographer  read  aloud  the 
pending  question.) 

Senator  Hopkins.  You  see,  he  has  stated  that  for  a  j^ear  he  was 
awav  from  the  Commission. 

The  Chairman.  It  seems  to  me  it  is  hardly  a  proper  question,  Sen- 
ator, for  this  witness  to  answer.  The  Commission  was  here  at  the 
time. 

Senator  Morgan.  I  do  not  ask  General  Davis  this  question  with  a 
view  of  his  vindicating  himself,  because  the  record  vindicates  him  in 
every  possible  particular.  1  ask  it  with  a  view  of  the  vindication  of 
his  colleagues.  I  would  not  ask  him  the  question  if  it  related  to  his 
own  personal  opinion  of  what  his  own  conduct  had  been. 

The  Chairman.  I  do  not  see  any  reason  why  the  witness  should 
answer  that  question. 

Senator  Morgan.  Some  of  these  gentlemen  are  before  us  for  con- 
firmation, and  I  will  give  the  committee  to  understand  that  I  want  to 
know  how  they  have  been  behaving  themselves. 

The  Chairman.  The  General  has  signified  that  they  behaved  them- 
selves all  right. 

Senator  Morgan.  But  the  Senator  does  not  want  his  answer  to  go 
down. 

Senator  Hopkins.  I  do  not  want  it  to  go  down  because  I  think  it 
would  be  an  injustice  to  General  Davis,  and  also  because  it  is  a  ques- 
tion that,  from  the  standpoint  of  the  President,  ought  not  to  be  gone 
into  with  the  lack  of  information  which  the  witness  has  stated  that  he 
has,  and  he  ought  not  to  be  put  in  a  position  either  to  confirm  or  to 
antagonize  his  superior  officer  on  a  proposition  like  that. 

Senator  Morgan.  If  General  Davis  had  said  that  he  did  not  feel 
that  he  ought  to  make  an  answer  to  such  a  question  as  that  I  would 
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have  waived  it.  He  answered  the  question  that  he  had  not  seen  any 
delinquency  or  anything  of  the  kind,  vindicating  his  colleagues  in  a 
way  that  I  am  very  much  pleased  with. 

(xeneral  Davis.  I  am  willing  to  make  one  statement  in  connection 
with  that  letter  which  may  have-some  bearing  upon  it. 

The  Chairman.  Proceecl,  General. 

General  Davis.  I  think  that  my  opinion  would  not  be  conclusive  on 
the  subject  at  all.  The  superior,  the  President  of  the  United  States, 
is  surely  to  decide  for  himself  as  to  the  .suitability  of  his  agents  for 
doing  his  work.  He  has  expressed  himself  on  this  subject;  and  I  am 
perfectlv  willing  to  concede  that  the  President  must  have  exactly  that 
power  that  he  has  expressed  in  the  few  lines  that  Senator  Morgan  has 
read.  He  could  not  be  the  Chief  Magistrate  of  this  nation  without 
the  right  to  exercise  that  power. 

Senator  Morgan.  I  do  not  object  to  his  exercise  of  such  power  as 
that;  but  as  a  Senator,  acting  upon  the  confirmation  of  the  same  men 
that  he  had  in  office  at  the  time,  and  some  of  whom  he  turned  out,  I 
have  a  right  to  know. 

Senator  Hopkins.  I  think,  in  addition  to  the  other  propositions, 
that  it  is  unfair  to  put  General  Davis  in  an  attitude  where  he  might  or 
might  not  antagonize  the  position  of  the  President. 

Senator  Kittredob.  I  do  not  think  this  question  is  in  line  with  the 
question  to  which  you  objected  just  prior  to  this. 

Senator  Dryden.  1  think,  Mr.  Chairman,  that  the  committee  should 
rememl>er  that  Genei-al  Davis  occupies  a  different  position  from  many 
of  the  other  witnesses  that  have  appeared  before  us.  He  is  an  officer 
of  the  Army;  and  anything  which  requires  of  him  a  statement  which 
either  directly  or  indirectly  reflects  upon  his  superior  officer,  namely, 
the  President  of  the  United  States,  I  think  should  be  excluded. 

Senator  KiTTREDCi^E.  I  do  not  understand  that  this  question  amounts 
to  that. 

Senator  Hopkins.  The  question  was  seeking  to  antagonize  him  in 
his  statement  with  that  of  the  President.  That  was  the  apparent 
object  of  the  question.  I  do  not  know  whether  the  questioner 
intended  that  or  not,  but  that  was  the  effect  of  the  -question. 

(By  direction  of  the  committee  the  stenographer  again  read  aloud 
the  pending  question  as  follows:) 

Do  you  Know  of  any  fact  that  shows  or  tends  to  show  that  any 
retardation  of  the  work  took  place  in  the  Isthmus  in  consequence  of 
the  want  of  industry  or  the  want  of  capacity  or  the  want  of  hdelity  on 
the  part  of  any  of  the  Commissioners? 

Senator  Kittredge.  That  is  quite  a  different  question  from  the  one 
asked  just  prior  to  that. 

Senator  Hopkins.  I  do  not  think  it  is.  It  would  be  highly  improper 
for  this  witness  to  answer  it. 

Senator  Kittredge.  If  General  Davis  has  any  objection  to  answer- 
ing that  question,  I  would  be  willing  to  vote  to  excuse  him. 

The  Chairman.  I  think  it  should  be  left  to  the  witness. 

Senator  Kittredge.  Otherwise  not. 

Senator  Hopkins.  I  do  not  think  so,  Mr.  Chairman.  I  think  that  ii% 
a  matter  that  is  part  of  our  province. 

Senator  Taliaferro.  That  question  could  have  been  asked  with 
absolute  propriety  if  the  President  had  never  written  a  line  on  the 
subject.     The  question  is  whether  this  witness,  as  a  member  of  the 
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Commission  and  as  governor  of  the  Zone  there,  and  as  this  Govern- 
ment's agent,  practically,  on  the  Isthmus,  knew  pf  anything  connected 
with  the  conduct  of  these  other  agents  of  the  Government  that  had  in 
any  way  put  back  that  work  on  tne  Isthmus.     That  is  the  question. 

Senator  Hopkins.  That  would  be  all  right  enough  if  the  President 
had  never  expressed  himself  on  the  subject.  Then  this  witness,  in 
whatever  answ^er  he  might  make,  would  not  be  putting  himself  in 
antagonism  with  his  superior  officer  or  taking  any  position  whatever 
with  reference  to  him.  But  inasmuch  as  the  President  has  written 
what  has  been  read  by  Senator  Morgan,  it  does  become  a  pertinent 
question  as  to  whether  this  witness  should  be  put  in  an  attitude  of 
contradicting  or  criticizing  his  superior  officer.  Then,  in  addition  to 
that,  Mr.  Chairman,  he  has  alreaay  shown  that  these  men  were  here 
in  Washington  and  that  he  was  there  on  the  Zone,  so  he  has  not  the 
information  which  would  enable  him  to  answer  the  question. 

Senator  Morgan.  The  President  states  this,  if  tne  chairman  will 
allow  me: 

**The  practical  result  of  the  operations  of  the  Isthmian  Canal  Com- 
mission appointed  and  acting  under  previous  Executive  orders  has  not 
been  satisfactory,  and  requires  a  change  in  the  personnel  of  the  Cora- 
mission  and  in  the  instructions  for  its  guidance  "^-the  practical  results 
of  the  work  done  on  the  canal  and  elsewhere  in  the  performance  of 
their  duties. 

Senator  Hopkins.  I  disagree  with  the  Senator. 

Senator  Morgan.  We  have  examined  the  whole  of  that  work  there, 
both  there  and  here,  freely  and  with  perfect  right  on  our  part,  at 
least — for  1  do  not  think  I  have  any  superior  officer  when  I  am  required 
by  the  Senate  to  ask  a  question  tnat  I  think  is  proper  for  its  informa- 
tion; and  I  predicate  mv  question  upon  what  the  President  asserts  is 
the  practical  result  of  the  operations.  We  have  that.  Now  I  want  to 
know  of  the  witness  whether  he  is  aware  or  has  any  reason  to  suspect 
that  the  practical  results  of  the  operations  there  of  which  the  Presi- 
dent complains  have  been  the  fault,  within  his  knowledge,  of  any 
member  of  the  Commission.  I  want  to  show  that  the  faint  is  in  the 
situation. 

Senator  Hopkins.  Now,  Mr.  Chairman,  you  can  see  that  that  ques- 
tion of  itself  does  not  elucidate  any  proposition  that  this  committee  is 
called  upon  to  pass  upon  or  to  recommend  to  the  Senate — not  at  all. 
It  is  simply  an  effort  upon  the  part  of  the  questioner  to  antagonize 
this  witness  with  his  superior  officer;  and  it  is  asking  him  a  question, 
as  I  have  before  said,  that  covers  a  subject  that  he  does  not  know  any 
more  about  than  a  schoolboy,  because  he  was  down  there  discharging 
hLs  duties  efficiently  while  these  men  were  up  here.  He  is  not  sup- 
posed to  know,  and  does  not  know,  what  information  the  President 
nad  that  caused  him  to  write  that  letter. 

Senator  Kittredge.  The  question  simply  calls  for  his  own  knowl- 
edge.    If  he  has  not  any,  he  can  say  so. 

Senator  Hopkins.  I  think  the  chairman  had  better  rule  on  the 
question. 

Senator  Taliaferro.  I  do  not  agree  with  you,  Senator,  that  there 
is  any  purpose  on  the  part  of  Senator  Morgan  to  bring  this  witness  in 
Antagonism  with  or  in  criticism  of  the  President.  If  I  thought  so  I 
would  not  favor  the  answers  being  given. ^  But  you  assume  to  take 
care  of  a  witness  here  who  has  shown  that  he  is  abundantly  able  to 
p  c— VOL  3—06 2S 
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take  care  of  himself;  and  I  take  it  that  General  Davis  is  not  going  to 
he  drawn  into  any  antagonism  of  the  President  by  any  question  that 
is  put  to  him. 

Senator  Hopkins.  I  think  the  best  way  is  not  to  let  the  question  be 
answered,  because  it  is  not  pertinent  to  anything  that  we  are  consider- 
ing here. 

The  Chairman.  I  see  no  reason  why  the  witness  should  be  called 
upon  to  answer  this  question  unless  he  desires  to  do  so.  The  chair 
will  excuse  him  if  he  desires  to  be  excused. 

Senator  Morgan.  Oh,  if  the  General  should  say  that  he  desires  to 
be  excused  from  it,  that  is  another  matter. 

General  Davis.  It  would  be  the  height  of  improprietv  for  an  officer 
of  the  Government  holding  the  relation  to  the  Commander  in  Chief  of 
the  Army  and  Navy  that  I  necessarily  hold  to  pass  any  opinion  what- 
ever of  approval  or  disapproval  on  his  action.  It  would  be  the  height 
of  impropriety.  I  have  been  forty  years  and  more  in  the  service,  and 
it  would  be  entirely  wrong.  I  do  not  know  what  was  in  the  mind  of 
the  President  when  he  wrote  that  paragraph.  It  is  impossible  that  I 
should.  He  had  means  of  knowledge  which  I  did  not  possess.  He 
could  know  of  events  that  were  unknown  to  me,  and  I  feel  as  if  it 
would  be  quite  improper  for  me  to  discuss  this  subject. 

The  Chairman.  Senator  Morgan,  will  you  proceed  with  other  ques- 
tions i 

Senator  Morgan.  I  want  to  state  one  of  the  grounds  upon  which  I 
ventured  to  ask  this  very  tender  question.  That  letter  is  dated  April 
1,  1905,  at  the  time  of  the  organization  of  the  new  Commission.  The 
President  says,  in  a  message  to  Congress  dated  January  8,  1906: 

''The  work  on  the  Isthmus  is  being  admirably  done,  and  great 
progress  has  been  made,  especially  during  the  last  nine  months.  The 
plant  is  being  made  ready  and  the  organization  perfected." 

I  want  to  show  that  as  much  progress  had  been  made  during  the 

Preceding  time  as  had  been  during  the  last  nine  months,  and  a  great 
eal  more,  and  I  will  show  it,  and  nave  shown  it.    [Reading:] 
"The  first  work  to  be  done  was  the  work  of  sanitation,  the  nec^^s- 
sary  preliminary  to  the  work  of  actual  construction;  and  this  has  been 

fushed  f orwara  with  the  utmost  energy  and  means.  In  a  short  while 
shall  lay  before  you  the  recommendations  of  the  Commission  and  of 
the  Board  of  Consulting  Engineers  as  to  the  proper  plan  to  be  adopted 
for  the  canal  itself,  together  with  my  own  recommendations  thereon. 
All  the  work  so  far  has  been  done  not  only  with  the  utmost  expedi- 
tion, but  in  the  most  careful  and  thorough  manner;  and  what  has  been 
accomplished  gives  us  good  reason  to  believe  that  the  canal  will  be 
dug  in  a  shorter  time  than  had  been  anticipated  and  at  an  expenditure 
within  the  estimated  amount." 

I  suppose  we  are  at  liberty  to  show  that  the  President  was  mistaken 
in  that  declaration  to  us.  I  think  we  are  not  debarred,  because  he 
says  a  thing,  from  inquiring  into  whether  or  not  the  foundations  of 
fact  on  which  he  made  that  expression  of  opinion  are  correct. 

Then  he  goes  on  to  sav,  after  speaking  of  certain  accusations  and 
the  sources  from  which  they  sprung,  that  they  emanate  from  men  who 
are  "desirous  of  obtaining  notoriety  by  widespread  slander.  More 
often  they  originate  with  or  are  given  currency  by  individuals  with  a 
personal  grievance.  *  *  *  Every  specific  charge  relating  to  jobbery, 
to  immorality,  or  to  ineflBciency  from  whatever  source  it  has  come  has- 
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been  immediatel}' investigated,  and  in  no  single  instance  have  the  state- 
ments of  these  sensation  mongers  and  the  interested  complainants 
behind  them  proved  true,  *  ♦  *  i  court  the  fullest,  most  exhaus- 
tive, and  most  searching  investigation  of  any  act  of  theirs,"  which 
includes  their  employees  down  there,  ''and  if  any  one  of  them  is  ever 
shown  to  have  done  wrong  his  punishment  shall  be  exemplary." 

Senator  Hopkins.  Senator,  there  is  nothing  inconsistent  in  that 
statement  that  he  lias  sent  to  us  and  the  statement  upon  which  you 
predicated  your  question  to  General  Davis.  There  is  no  inconsistency 
on  the  part  of  the  President  there. 

Senator  Morgan.  The  Senator  is  defending  the  President  against 
an  alleged  inconsistency  that  has  not  been  even  hinted. 

Senator  Hopkins.  I  am  not  defending  him  at  all;  but  you  are  read- 
ing that  as  a  basis  for  the  justification  of  your  question,  and  I,  without 
defending  the  President  (because  he  does  not  need  any  defense)  am 
saying  that  there  is  no  inconsistency  between  what  you  are  now  read- 
ing and  the  statement  that  you  read  upon  which  you  predicated  your 
questions. 

Senator  Morgan.  I  am  trj-ing  in  this  manner  simply  to  ascertain 
what  has  been  done,  and  if  there  is  anything  that  has  been  omitted  to 
be  done  by  any  person  who  is  in  default  to  ascertain  that  and  point  it 
out;  because  the  President  demands  the  most  thorough  investigation  of 
every  person  who  has  been  engaged  in  that  work  there,  and  I  supposed 
that  he  meant  what  he  said.  If  anybody  here  has  a  right  to  say  that 
he  was  not  in  earnest  about  it,  let  him  speak  up  and  say  so. 

I  will  not  press  the  question  upon  General  Davis,  because  he  has 
evinced  a  disposition,  which  I  think  is  very  highly  commendable,  not 
to  criticise  in  any  possible  sense  his  superior  oflScer  in  the  Army; 
though  I  think  that  arouird  this  board  we  are  all  civilians. 

General  Davis,  have  you  ever  known  any  person  who  was  a  stock- 
holder in  the  New  Panama  Canal  Company  at  any  time? 

General  Davis.  I  have  no  personal  acquaintance  with  any  individual 
that  I  know  to  be  a  stockholder.  I  never  saw  a  list  of  the  stockholders 
of  the  New  Panama  Canal  Company;  I  never  saw  a  list  of  them  in  my 
life.  1  presume  I  have  met  people  who  were  stockholders,  but  I  did 
not  know  it,  and  do  not  know  it  now. 

Senator  Morgan.  Did  you  know  it  from  anything  they  said  to  you  ? 

General  Davis.  No;  I  have  no  recollection  of  anything  said  to  me 
that  would  indicate  that  any  of  the  persons  1  was  talking  with  were 
stockholders. 

Senator  Taliaferro.  Does  that  apply  also,  General  Davis,  to 
bonds? 

General  Davis.  To  bondholders  of  the  New  Panama  Canal  Company  ? 

Senator  Morgan.  There  were  not  any  bonds  issued? 

General  Davis.  There  were  not  any  bonds. 

Senator  Taliaferro.  By  the  New  Panama  Canal  Company  ? 

Senator  Morgan.  The  Old  Panama  Canal  Company  issued  bonds? 

General  Davis.  No;  1  do  not  think — I  can  not  recall  now  that  I 
ever  was  acquainted  with  anybody  that  I  knew  to  be  an  investor  in 
the  Old  or  New  Panama  Canal  Company,  although  I  presume  that  I 
have  met  such  people  without  knowing  it. 

Senator  Morgan.  While  you  were  governor  you  made  a  report  of 
which  I  have  what  I  conceive  to  be  an  incomplete  copy,  or,  1  might 
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sav,  a  corrected  copy — an  altered  copy.     I  wijsh  to  hand  it  to  you  and 
ask  you  to  look  at  it  and  see  whether  you  recognize  that  document. 

General  Davis.  I  recognize  this  paper  as  a  retained  copy  of  a  report 
that  I  made  to  the  chairman  of  the  Isthmian  Canal  Commission  on,  I 
think,  the  1st  day  of  October,  1904.  It  is  in  the  nature  of  an  annual 
report  of  certain  transactions  that  came  to  my  knowledge  as  governor 
of  the  Canal  Zone.  The  original  sent  forward  wa§  an  exact  copy  of  so 
much  of  this  as  is  in  typewriting.  There  are  a  few  places  in  which  I 
have  made  changes  in  pencil.  Those  were  to  note  corrections  that  I 
would  have  made  in  the  original  if  it  had  remained  in  my  hands  so  that 
I  could  do  so. 

Senator  Mor'^an.  I  tind  some  papers  referred  to  in  that  document 
that- are  not  copied.  If  you  will  hand  it  to  me  a  moment,  I  will  call 
your  attention  to  them.  One  of  them,  I  remember,  is  a  letter  from 
Mr.  De  Obaldia. 

General  Davis.  Yes,  sir;  the  letter  was  one  from  the  minister  of  the 
Republic  of  Panama,  addressed  to  the  Secretary  of  State  of  the  United 
States  at  Washington,  and  had  for  its  date  probably  June,  1904.  I 
am  not  quite  sure  about  its  date  now.  A  copy  of  it  was  handed  to  me 
by  the  minister  of  the  United  States  resident  at  Panama,  Mr.  John 
Barrett;  and  it  was  the  paper  that  1  used  in  the  preparation  of  this 
report.  I  made  frequent  citations  from  it  in  that  document.  I  have 
looked  over  my  retained  papers,  and  this  is  a  copy  of  the  original 
letter. 

Senator  Morgan.  From  Mr.  DeObalida? 

General  Davis.  From  Mr.  DeObalida  to  Mr.  Hay,  which  was  given 
to  me  by  Mr.  Barrett,  and  which  I  think  has  been  printed  in  the  news- 
papers of  the  Republic  of  Panama.  I  think  it  has  been  given  to  the 
puolic.  I  found  it  in  my  file  after  the  secreltary  of  the  Istnmian  Canal 
Commission  had  made  an  inauiry  of  me  in  furtherance  of  a  reauest 
made  upon  him  by  Senator  \iorgan  as  to  what  document  Senator  Mor- 
gan's request  related  to;  and  then  I  looked  up  what  I  had  in  the  way 
of  further  information.  I  find  this  paper  among  them.  It  is  a  letter 
dated  "Legation  of  Panama,  Washington,  August  11,  1904,"  and  is 
addressed  to  the  Secretary'  of  State  of  the  United  States.  As  I  said 
before,  I  think  it  was  printed  in  the  newspapers  of  the  Republic  of 
Panama.  Whether  it  has  been  given  to  the  public  here  by  our  Gov- 
ernment or  not  I  do  not  know.  It  is  a  document  that  came  into  my 
possession  in  the  way  I  state. 

Senator  Morgan.  I  will  ask  you.  General  Davis,  whether  the  reports 
that  vou  have  made  to  that  Commission  have  all  been  published  in  full, 
or  whether  they  have  been  published  in  part  and  suppressed  in  part? 

General  Davis.  The  annual  report  as  governor  of  the  Zone  which  1 
made,  I  think,  on  the  1st  of  October — I  think  it  has  a  concurrent 
date  with  the  document  you  have  before  you — was  forwarded  in  man- 
uscript to  the  Commission;  and  a  part  of  it  was  extracted  and  sent  to 
me  in  manuscript  form,  with  the  statement  that  this  part  was  what  the 
Commission  proposed  to  print  of  the  report  that  I  nad  written.  As 
they  had  segregated  the  dx)cument  and  left  out  about  half  of  it,  I  felt 
that  they  were  not  treating  me  fairl}'  in  the  matter,  and  called  the 
attention  of  the  Secretarv  of  War  to  the  mutilation,  as  I  called  it,  of 
that  report.  He  himself  directed  that  a  large  part  of  the  remainder 
should  be  published,  which  has  been  publishea  since,  and  is  marked 
''Supplementary  Report  of  General  Davis." 
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Senator  Hopkins.  But  certain  parts  of  it  have  not  been  published? 

General  Davis.  A  few  pages  only  have  not  been — a  few  pages. 

Senator  Morgan.  So  that  your  report  as  you  made  it  has  not  been 
fully  published,  although  it  professed  to  have  been  fully  published? 

General  Davis.  This  report  that  I  made  has  been  pnnted  in  full, 
except  about  two  pages — two  foolscap  pages  of  no  especial  impor- 
tance. But  it  contained  an  appendix  made  up  of  a  large  number  of 
documents— that  map^  that  map,  and  this  map  [indicating  maps  in 
committee  room],  and  a  copy  of  the  provisional  agreement  for  the 
delimitation  of  the  Canal  Zone,  which  I  have  here,  and  a  good  many 
other  documents,  thirty  or  forty,  as  an  appendix,  so  that  the  original 
might  be  explained.     None  of  those  appendices  have  been  printed. 

The  Chairman.  Senator  Morgan,  it  will  take  you  some  little  time,  I 
suppose,  to  finish.  Would  you  ne  willing  to  take  an  adjournment  now 
until,  say,  2  o'clock  on  Monday,  or  did  you  wish  to  proceed  with  this 
examination  now?  It  is  5  o'clock,  and  I  think  perhaps  we  had  better 
take  an  adjournment. 

Senator  Morgan.  I  do  not  know  about  2  o'clock  on  Monday. 

The  Chairman.  I  did  not  know  how  long  you  would  be. 

Senator  Morgan.  To-morrow  is  a  day  that  the  committee  ought  to 
be  at  work,  I  think,  as  there  is  no  session  of  the  Senate. 

The  Chairman.  If  it  is  agreeable  to  the  committee  to  meet  to-morrow 
afternoon,  it  will  be  entirely  agreeable  to  the  chairman.  I  have  a 
matter  in  the  morning  that  will  prevent  my  being  here,  but  I  can  be 
here  at  any  time  after  12  o'clock  to-morrow. 

General  Davis.  There  is  just  one  thing  that  I  happen  to  think  of 
now  that  I  would  like  to  say  in  this  connection.  I  spoke  to  Mr.  Taft 
about  coming  before  the  committee,  as  I  was  told  that  I  was  to  come 
in  respect  to  these  matters  of  Zone  government,  and  the  Secretary  said 
at  once:  "  By  all  means  explain  to  tne  committee  everything  about  this 
matter  of  Zone  administration,  for  I  want  them  to  know  everything 
that  you  know  about  it— this  handling  of  these  questions  in  the  Zone; 
all  of  these  matters  of  discussion  that  occurred.  Explain  everything 
to  them  fully  if  they  wish  you  to." 

Then  I  also  have  here  a  document  which  I  feel  confident  will  be  inter- 
esting to  you.  It  has  not  been  published,  so  far  as  I  know,  in  Amer- 
ica, although  it  was  printed  in  Panama.  That  is  the  identical  agree- 
ment that  I  entered  mto  with  the  Government  of  Panama  for  delimi- 
tation of  the  Canal  Zone — the  identical  document  which  has  not  been 
printed  at  all  in  the  United  States. 

Senator  Morgan.  That  is  a  very  important  paper  and  ought  to  go 
into  these  records,  because  we  do  not  know  what  the  delimitation  of 
the  Canal  Zone  around  the  cities  of  Colon  and  Panama  is  except  by 
reference  to  that  document. 

General  Davis.  That  is  a  copy  of  the  paper  that  I  found  among  my 
retained  records.     It  is  an  exact  copy  of  the  original. 

The  Chairman.  Is  there  any  objection  on  the  part  of  any  member 
of  the  committee  to  handing  it  to  the  stenographer? 

(There  was  no  objection.) 

Senator  Morgan.  That  is  not  a  part  of  this  other  report  at  all? 
Thev  have  put  it  in  as  an  appendix  to  the  report,  or  an  exhibit? 

General  Davis.  It  is  an  exhibit,  and  I  think  it  will  be  quite  useful 
to  you  gentlemen  here,  for  it  relates  to  a  very  important  matter. 
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Senator  Morgan.  I  want  it  by  all  means,  because  that  is  the  only 
evidence  we  have  as  to  what  the  agreement  is. 

The  Chairman.  It  will  go  into  the  record  unless  some  member  of 
the  committee  objects. 

General  Davis.  And  the  Secretar\^'s  agreement  with  the  Government 
of  Panama  ratif j^ing  it,  you  know,  and  requiring  from  the  Govern- 
ment of  Panama  an  indorsement  of  it. 

(The  paper  above  referred  to,  which,  b}^  direction  of  the  committee, 
was  printed  as  a  part  of  the  record,  is  as  follows:) 

Isthmian  Canal  Zone,  Executive  Office, 

Cxilehra,  June  21.  190^. 
Sir:  I  have  the  honor  to  inclose  herewith  copy  of  the  agreement 
relating  to  the  delimitation  of  the  Canal  Zone  recently  entered  into 
by  myself  as  governor  of  the  Zone  with  the  secretary  of  state  and  the 
attornej^-general  of  Panama  as  representing  that  Republic;  also  copy 
of  each  or  three  maps  illustrating  the  boundaries  of  which  a  verl>al 
description  is  contained  in  the  agreement. 

Very  cloudy  weather  has  made  it  impossible  for  us  to  print  satisfac 
torily  from  the  tracings,  and  I  regret  that  the  maps  are  in  the  condi- 
tion the}^  are,  but  later  on  better  copies  will  be  forwarded. 

Copies  of  these  maps  have  also  been  forwarded  to  the  Chief  of  Staff 
of  the  Army. 

Respectfully,  Geo.  W.  Davis, 

The  Secretart  of  War, 

War  Depm'tment^  Washington^  D.  C. 


Whereas  by  the  terms  and  provisions  of  Article  II  of  the  Conven- 
tion for  the  Construction  of  an  Interoceanic  Canal  between  the  United 
States  of  America  and  the  Republic  of  Panama,  signed  by  the  repre- 
sentatives of  the  two  nations  on  November  18,  1903,  the  ratifications 
of  which  were  exchanged  at  Washington  on  the  26th  day  of  February, 
1904,  the  United  States  acquired  the  right  of  use,  occupation,  and 
perpetual  control  from  and  after  the  said  26th  day  of  February,  1904, 
m  and  over  the  Canal  Zone  and  other  lands,  waters,  and  islands  named 
in  said  Article  II  of  the  convention  aforesaid;  and 

Whereas  it  has  not  vet  been,  and  is  not  now,  practicable  to  make  a 
complete,  definite,  an^  exact  location  of  the  precise  boundaries  of  all 
the  territory  ceded  to  the  United  States  by  the  terms  and  provisions 
of  said  Article  II  of  said  convention;  and 

Whereas  the  successful  completion  of  the  work  of  construction  of 
the  Interoceanic  Canal  across  the  Isthmus  of  Panama  is  of  transcendent 
importance  to  the  United  States,  to  the  Republic  of  Panama,  and  to 
the  people  of  the  world;  and 

W  hereas  in  order  that  said  work  of  construction  of  said  interoceanic 
canal  may  be  systematically  prosecuted,  and  in  order  that  a  govern- 
ment for  the  Canal  Zone  created  by  the  terms  and  provisions  of  j^aid 
Article  II  of  said  convention  may  be  successfully  organized  and  car- 
ried forward,  it  is  necessary  that  the  extent  and  boundaries  of  the 
territory  ceded  to  the  Government  of  the  United  States  by  the  Grov- 
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emment  of  the  Republic  of  Panama  under  the  terms  and  provisions 
of  said  convention  shall  be  provisionallv  determined  and  agreed  upon. 

Now,  therefore,  Genera!  George  W.  bavis,  governor  of  the  Panama 
Canal  Zone,  acting  for  and  on  behalf  of  the  Government  of  the  said 
Zone,  and  Senor  Don  Tomas  Arias,  secretary  of  state  of  the  Republic 
of  Panama,  and  Senor  Don  Ramon  Valdes  Lopez,  attorney-general  of 
said  Republic,  jointly  acting  for  and  on  behalf  of  the  Government  of 
said  Republic  of  Panama,  having  agreed  that  the  Government  of  the 
Republic  of  Panama  has  delivered,  and  the  Government  of  the  United 
States  has  received,  and  had,  on  the  19th  day  of  May,  1904,  received, 
for  its  use,  occupation,  and  control,  the  Isthmian  Canal  Zone  described 
in  said  Article  il  of  tne  aforesaid  convention  for  the  construction  of 
an  interoceanic  canal,  including  lands  and  waters  in  the  said  Zone, 
lands  under  water,  islands  in  said  Zone,  and  the  islands  of  Perico,  Naos, 
Culebra,  and  Flamenco,  do  make  this  further  agreement:  ' 

Sec.  1.  The  limits  of  the  Canal  Zone,  includmg  lands  under  water 
and  islands  ceded,  but  not  including  the  cities  and  harbors  of  Colon 
and  Panama,  delivery  of  which  lands,  waters,  and  islands  has  been 
made  by  Panama,  and  possession  of  which  has  been  taken  by  the  United 
States,  are  indicated  and  shown  on  the  attached  map  (marked  ''A"), 
signed  bj^  the  parties  to  this  agreement,  as  accurately  as  it  is  possible 
to  indicate  on  a  map  with  the  existing  information  respecting  the 
topography  of  the  region  traversed  by  the  canal,  by  a  heavy  red  line 
crossed  with  black,  and  drawn  at  the  uniform  distance  by  scale  of  five 
(5)  statute  miles  on  each  side  of  the  middle  line  of  the  canal,  and  said 
indicated  boundary,  or  line  of  division,  between  the  territory  ceded  by 
the  Republic  of  Panama  to  the  United  States  for  canal  purposes  and 
the  adjoining  or  abutting  lands  of  the  Republic  of  Panama  is  provision- 
ally accepted,  and  will  be  strictly  observed  by  the  two  Governments 
unlil  the  limits  or  boundaries  of  the  said  Zone,  waters,  and  islands 
shall  be  definitely  and  finally  marked,  fixed,  and  determined. 

Sec.  2.  The  limits  of  the  city  and  harbor  of  Panama,  as  indicated 
and  shown  by  a  heav}^  red  line  crossed  with  black  on  the  attached  map 
(marked  "  B"),  and  as  described  on  the  paper  attached  to  the  said  map, 
both  of  which  are  signed  by  the  parties  to  this  agreement,  are  provi- 
sionallv accepted  and  will  be  strictly  observed  by  the  two  Governments 
until  the  true  and  definite  line  of  division  between  the  Canal  Zone  and 
its  waters,  on  the  one  hand,  and  the  city  of  Panama  and  its  harbor,  on 
the  other,  shall  be  finally  surveyed,  marked  oflf,  fixed,  and  determined: 
Ptffvided^  That  the  outer  or  marine  boundary  of  the  harbor  of  Panama 
shall,  as  soon  as  practicable,  be  agreed  upon  and  marked  with  buoys 
or  other  monuments. 

Sec.  3.  The  limits  of  the  city  and  harbor  of  Colon,  as  indicated  and 
shown  by  a  heavy  red  line  crossed  with  black  on  the  attached  map 
(marked  **  C  "),  and  as  described  in  a  paper  attached  to  said  map,  both  of 
which  are  signed  by  the  parties  to  this  agreement,  are  provisionally 
accepted  and  will  be  strictly  observed  by  the  two  Governments  until 
the  true  and  definite  line  of  division  between  the  Canal  Zone  and  its 
waters  on  the  one  hand  and  the  city  of  Colon  and  its  harbor  on  the 
other  shall  be  finally  surveyed,  marked  off,  and  determined. 

Sec.  4.  As  necessity  may  arise  special  agreements  will  be  made  and 
entered  into  from  time  to  time  by  the  parties  hereto  or  by  their  suc- 
cessors respecting  the  delimitation  of  any  auxiliary  lands  or  waters 
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ouiside  the  Canal  Zone  which  may  be  found  to  be  necessary  or 
convenient  to  the  construction,  sanitation,  or  protection  of  the  inter- 
oceanic  Canal  or  of  its  auxiliary  works. 

Sec.  6.  The  governor  of  the  Canal  Zone  or  his  successors  may 
employ  the  citizens  of  the  Republic  of  Panama  residing  in  the  territory 
of  the  Republic,  for  which  purpose  the  Government  of  the  Republic 
gives  them  the  permission  mentioned  in  paragraph  2  of  article  7  of 
the  national  constitution. 

In  witness  whereof  we  have  signed  these  presents  in  the  city  of 

Panama,  this day  of  June,  1904. 

(Signed)  George  W.  Davis, 

Governor  Canal  Zone, 
(Signed)  Tom  as  Arias, 

Secretory  of  State  Remihlic  of  Panama. 
(Signed)  RAMdN  Vald^s  L6pez, 

Attorney- General  Republic  of  Panama. 
A  true  copv. 

Geo.  tV.  Davis, 

Governor  Canal  Zone, 


Provisional  delimitation  of  boundaries  between  the  territory  of  the 
United  States  of  America  on  the  Isthmus  of  Panama,  known  as 
''The  Panama  Canal  Zone,"  and  the  cit^  and  harbor  of  Panama,  in 
the  Republic  of  Panama,  being  the  delimitation  to  which  reference 
is  made  in  the  agreement  entered  into  between  the  government  of 
the  said  Canal  Zone  and  the  Government  of  the  Republic  of  Panama, 
signed  by  General  George  W.  Davis,  governor  of  the  said  Zone,  on 
behalf  of  the  said  government  of  the  ('anal  Zone,  and  by  Senor  Don 
Tomas  Arias,  Secretary  of  State,  and  by  Senor  Don  Ramon  Valdes 
Lopez,  attorney-general,  on  behalf  of  the  Government  of  the  Repub- 
lic of  Panama,  as  follows: 

Beginning  on  the  shore  line  of  the  Pacific  Ocean  at  a  stake  driven 
above  high-water  mark  on  Punta  Paitilla,  thence  on  a  straight  line 
northwesterlv  to  a  similar  stake  driven  upon  the  summit  of  Cerro 
Pelado,  whiclii  hill  is  situated  on  the  south  side  of  the  5^vanna  road, 
said  stake  being  about  eighteen  hundred  (1,800)  metres  northeast  from 
the  Caledonia  Bridge;  thence  on  a  stmight  line  to  a  similar  post  driven 
on  the  summit  of  Cerro  Corundu;  thence  on  a  straight  line  to  a  similar 
stake  at  the  southeast  corner  of  the  tract  of  land  known  as  Le  Section 
and  upon  the  north  side  of  the  ho'spital  road;  thence  on  a  straight  line 
crossing  the  road  leading  from  Panama  to  the  hospital  across  the 
meadows  and  fields  to  a  similar  stake  driven  on  the  north  side  of  the 
road  leading  from  Panama  to  La  Boca,  about  seventy-five  (75)  metres 
from  the  old  walled  spring  Chorillo;  thence  southwesterly  in  a  straight 
line  across  La  Boca  road  to  a  similar  stake  driven  at  high-water  mark 
upon  Punta  Mala,  near  the  islet  of  Gabilan. 

At  each  of  the  stakes  above  mentioned  and  at  each  of  the  other  calls 
above  given  for  the  purpose  of  marking  the  boundary  in  question 
there  shall  be  set  a  masonry  monument  about  one  (1)  metre  square 
and  one  (1)  metre  high,  and  in  the  center  of  the  masonry  and  project- 
ing about  sixty  (60)  centimetres  above  it  shall  be  placed  an  iron 
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column  or  j)ost  marked  on  the  side  of  the  Canal  Zone  with  the  letters 
U.  S.  and  on  the  opposite  side  with  the  letter  P. ;  all  of  said  letters  to 
be  about  six  (6)  centimetres  in  height,  these  monuments  to  be  erected 
as  soon  as  practicable  at  the  expense  of  the  United  States. 

(Signed)  George  W.  Davis, 

Governor  Canal  Zone. 
(Signed)  TomAs  Arias, 

Secretary  of  State  Repvhlic  of  Panama, 
(Signed)  RAMdN  Vald6s  L6pez, 

Attorney-  General  Sepuhlic  of  Panama. 


Professional  delimitation  of  boundaries  between  the  territory  of  the 
United  States  of  America  on  the  Isthmus  of  Panama,  known  as 
'^The  Panama  Canal  Zone,"  and  the  city  and  harbor  of  Colon,  in  the 
Republic  of  Panama,  being  the  delimitation  to  which  reference  is 
made  in  the  agreement  entered  into  between  the  government  of  the 
said  Canal  Zone  and  the  Government  of  the  Republic  of  Panama, 
signed  by  General  George  W.  Davis,  governor  or  the  Canal  Zone, 
on  behalf  of  the  government  of  said  Zone,  and  by  Senor  Don  Tomas 
Arias,  secretary  of  state,  and  Senor  Don  Ramon  Valdes  Lopez, 
attorney -general,  on  behalf  of  the  Government  of  the  Republic  of 
Panama,  as  follows: 

Thecity  of  Colon:  All  that  portion  of  the  island  of  Manzanillo  which 
is  above  low  water,  except  the  tract  of  land  reclaimed  from  the  sea 
and  generally  known  by  the  name  of  La  Terre  Plein  de  Crostobal 
Colon,  and  the  boundary  between  said  La  Terre  Plein  and  said  city  is 
as  follows: 

Beginning  at  a  point  on  the  northern  shore  line  of  Boca  Chica,  some- 
times callea  Folks  River,  said  point  being  fifty  (60)  metres  to  the  east- 
ward of  the  middle  of  the  main  line  of  track  of  the  Panama  Railroad; 
thence  northward  and  northwestward,  always  parallel  with  the  said 
railroad  track  and  at  a  uniform  distance  of  fifty  (60)  metres  from  the 
middle  line  thereof,  to  the  middle  line  of  Bolivar  street  (sometimes 
called  C  street);  thence  along  the  middle  line  of  said  Bolivar  street  to 
the  middle  line  of  Eleventh  street;  thence  along  the  middle  line  of 
Eleventh  street  to  low-water  mark  on  the  shore  of  the  harbor  of  Colon. 

The  harbor  of  Colon:  All  that  portion  of  said  Limon  Bay  lying 
westward  of  said  city  of  Colon  and  northward  of  a  straight  line  drawn 
from  the  center  of  the  existing  monuments  of  Cristobal  Colon,  true 
west  to  the  westerlv  shore  of  Limon  Bay:  Promded^  however^  That  the 
entrance  channel  or  the  Panama  Canal  through  said  harbor  of  Colon 
to  its  southern  boundary,  of  the  width  of  three  hundred  and  thirty 
(330)  meters  on  either  side  of  the  middle  line  or  axis  of  said  entrance 
channel  wherever  said  channel  may  now  or  hereafter  cross  the  same, 
is  hereby  declared  to  be  a  part  of  the  Canal  Zone,  under  the  exclusive 
jurisdiction  and  control  of  the  United  States,  the  limits  of  said  chan- 
nel through  said  harbor  to  be  suitably  marked  by  buoys  or  otherwise: 
Andpromded  further^  That  the  said  Terre  Plein  between  the  said 
monument  of  Cristobal  Colon  and  the  middle  line  of  Eleventh  street 
extends  to  low  water. 
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There  are  excepted  from  the  city  and  harbor  the  existing  light- 
house on  Manzanillo  Island,  and  all  land  lying  within  thirty  (30) 
metres  thereof,  these  being  within  the  Canal  Zotie. 

(Signed)  George  W.  Davis, 

Governor  Canal  Zone, 
(Signed)  TomXs  Arias, 

Secretary  of  State  Repvblic  of  Panama, 
(Signed)  Ram6n  Vald6s  LdPEz, 

Attorney' General  Republic  of  Panama. 

(Thereupon,  after  an  informal  discussion,  the  conunittee  adjourned 
until  Monday,  April  2,  1906,  at  2  o'clock  p.  m.) 


ISTHMIAN  CANAL. 


Committee  of  Interoceanic  Canals, 

United  States  Senate, 
Washington^  D.  C,  Monday^  April  j?,  1906, 
The  committee  met  at  2  o'clock  p.  m. 

Present:  Senators  Millard  (chairman),  Kittredge,  Hopkins,  Mor- 
gan, and  Taliaferro. 

STATEMBHT  OF  MAJ.  OEN.  OEOBOE  W.  DAVIS,  TT.  8.  AEMT, 
BETIEED— Continued. 

Senator  Morgan.  General  Davis,  at  our  last  meeting  wo  were  dis- 
cussing the  question  of  a  report  that  you  had  made  to  the  Isthmian 
Canal  Commission,  of  which  you  were  then  a  member,  and  a  letter  of 
Mr.  De  Obaldia,  who  was  then  minister  of  foreign  affairs,  I  believe, 
in  Panama. 

General  Davis.  In  Washington. 

Senator  Morgan.  He  was  minister  from  that  Government  to  this? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  At  that  time? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  Have  you  that  letter? 

General  Davis.  Yes,  sir;  a  copy  of  it. 

Senator.  Morgan.  This  report  of  yours  was  made  to  inform  the 
Commission  and  the  Secretary  of  War  of  all  the  circumstances  and 
conditions  under  which  you  conducted  the  preliminary  negotiations 
with  the  Government  of  i^anama  by  direction  of  the  President  ? 

General  Davis.  Well,  in  a  letter  of  the  President,  addressed  to 
the  President  of  the  Republic  of  Panama,  given  to  me  before  I  sailed 
for  the  Isthmus,  there  was  a  request  expre^ed  by  the  President  to  the 
chief  executive  of  the  Panama  Republic  that  he  should  discuss  with 
me  all  matters  respecting  the  work  that  the  two  nations  were  so 
much  interested  in,  and  it  also  contained  the  phrase  that  he  was  send- 
ing me  there  as  governor,  and  he  wished  the  President  of  Panama  to 
regard  me  as  his,  our  President's,  personal  representative. 

Senator  Morgan.  As  his  personal  representative? 

General  Davis.  Yes,  sir.    That  language  was  used  in  the  letter. 

Senator  Morgan.  Had  we  a  minister  at  Panama  at  that  time? 

General  Davis.  We  had  a  minister  at  Panama,  but  he  had  not  yet 
reported. 

Senator  Morgan.  I  mean,  there  was  no  minister  at  Panama? 

General  Davis.  No  ;  there  was  a  chargfi  there. 

Senator  Morgan.  And  you  really  took  his  place  in  these  prelimi- 
nary negotiations? 
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General  Davis.  I  should  scarcely  say  that  I  took  his  place,  but  I 
felt  entirely  competent  to  discuss  with  the  Government  of  Panama 
any  questions  that  might  be  necessarv. 

Senator  Morgan.  Bv  "competent"  you  mean  authorized? 

General  Davis.  Authorized;  yes,  sir. 

Senator  Morgan.  And  this  report  that  you  made  embodies  the 
transactions  and  communications  that  you  had  with  that  Govern- 
ment? 

General  Davis.  It  does. 

Senator  Morgan.  Under  that  authority? 

General  Davis.  Yes;  it  embodies  a  sketch  of  it.  It  does  not  pre- 
tend to  give  every  detail  of  the  negotiations. 

Senator  Morgan.  But  it  is  your  report  of  what  you  did? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  And  you  consider  it  a  full  report? 

General  Davis.  Yes,  sir;  it  is  a  full  statement. 

Senator  Morgan.  I  want,  Mr.  Chairman,  to  have  this  report 
printed,  along  with  the  letter  of  De  Obaldia,  as  an  appendix  to  the 
testimony  of  General  Davis. 

The  Chairman.  I  do  not  understand  that  there  is  any  objection 
on  the  part  of  any  member  of  the  committee,  and  therefore  that  will 
be  done. 

Senator  Kittredoe.  May  I  ask  one  question  here,  Senator! 

Senator  Morgan.  Yes. 

Senator  Kittredge.  Did  you,  while  governor  of  the  Zone,  ivesti- 
gate  the  question  of  customs  duties  and  the  revenues  of  the  Govern- 
ment? 

General  Davis.  I  considered  them,  and  of  course  that  involved 
investigation;  as  my  functions  were  confined  to  those  of  carrying  out 
the  instructions  of  the  President,  and  they  involved  the  maintenance 
of  government,  and  as  taxation  was  one  of  the  functions  of  govern- 
ment, of  course  the  investigation  of  those  subjects  was  an  important 
one,  and  I  would  answer,  "  Yes." 

Senator  Kittredge.  Was  the  result  of  your  investigation  included 
in  that  report? 

General  Davis.  It  is  very  often  referred  to;  and  in  the  annual 
report  that  I  made  at  the  end  of  the  year  you  will  find  the  statement 
of  all  revenues  collected. 

Senator  Kittredge.  Has  that  report  been  published  in  full? 

General  Davis.  Oh,  yes.  It  has  all  been  published  excepting  a  mat- 
ter of  a  pa^e  or  two  that  we  were  talking  about  here  the  other  day, 
which  is  of  no  consequence. 

Senator  Morgan.  You  insist  upon  that  being  of  no  consequence, 
and  I  insist  that  it  is  of  consequence.  I  wajit  it  to  go  in  your  report 
when  it  is  printed. 

General  Davis.  That,  Senator,  is  another  report  from  this. 

Senator  Morgan.  I  know. 

Senator  Kittredge.  Have  you  reduced  your  views  to  writing  in 
any  other  manner  upon  this  subject  I  have  mentioned  except  as  you 
have  stated  them  in  the  reports? 

General  Davis.  On  the  subject  of  taxation  and  revenue? 

Senator  Kittredge.  Yes. 

General  Davis.  No,  sir.  Those  two  reports  that  I  made  contain 
all  that  I  have  written  on  the  subject. 
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Senator  Kittredge.  They  cover  your  views  fully? 

General  Davis.  Yes ;  they  cover  them  fully. 

Senator  Taliaferbo.  You  spoke  of  two  pages  being  omitted  from 
this  other  report — this  second  report  you  have  referred  to? 

General  Davis.  Yes,  sir. 

Senator  Taliaferro.  How  does  it  come  that  two  pages  were 
omitted  from  each  report? 

General  Davis.  I  think  I  related  to  you  Friday  that  when  the 
report  was  sent  to  the  Commission — ^the  Commission  being  in  session 
here  in  this  city  and  I  being  on  the  Isthmus — the  Commission,  you 
might  say,  "  blue  penciled  "  the  report  to  a  very  considerable  extent. 
They  left  out  probably  about  half  of  it,  on  the  ground,  I  think,  that 
in  tnis  report  I  had  made  I  had  been  discussing  two  subjects,  one 
of  the  subjects  reported  upon  by  me  as  governor  of  the  Canal  Zone 
and  the  other  subjects  of  a  larger  nature  that  related  to  the  func- 
tions and  duties  and  responsibilities  of  the  Commission  itself;  and 
they  thought  that  in  a  report  of  the  governor  it  was  not  necessarj^ — 
I  can  not  say  that  I  should  use  the  expression  not  proper,  although 
perhaps  they  meant  to  use  it^ — ^to  include  in  the  report  of  the  governor 
anything  that  was  of  the  larger  scope — that  is,  the  subjects  that 
conceraed  the  Commission  or  myself  as  a  member  of  the  Commission. 
The  part  that  they  omitted  was  the  part  that  related  to  the  broader 
questions  of  constructing  the  Panama  Canal. 

I  felt  dissatisfied  with  the  way  they  had  left  me  in  that  respect.  I 
felt  that  if  I  was  to  appear  as  having  made  a  report  at  all,  the  report 
ought  to  be  complete.  I  said  to  the  Commission  that  I  was  content  to 
have  the  whole  report  suppressed;  that  I  had  no  objection  to  that; 
but  that  if  the  report  was  printed  I  thought  the  whole  of  it  ought  to 
be  printed.  They  did  not  agree  with  me.  I  appealed  to  the  Secre- 
tary of  War,  and  he  read  the  report  and  directed  that  the  remainder 
of  it,  excepting  the  couple  of  pages,  be  printed ;  and  it  was  done  by  • 
his  direction,  and  it  now  appears  in  the  first  annual  report  of  mine 
as  "  Supplemental  report  or  General  Davis,  governor  of  the  Canal 
Zone." 

There  were  two  or  three  pages  omitted,  and  all  the  appendix  matter 
was  omitted,  which  contained  the  full  history  of  this  Zone  delimita- 
tion and  the  maps  which  describe  it — ^the  three  maps  which  are  here 
now.  That  is  one  of  them,  that  is  another,  ana  another  is  here 
[indicating]. 

Senator  Morgan.  The  two  pages  that  were  stricken  out  never  did 
apoear  in  print? 

General  jDa VIS.  No,  sir;  so  far  as  I  know. 

Senator  Morgan.  You  have  got  those? 

General  Davis.  I  have. 

Senator  Morgan.  I  will  ask,  if  you  please,  that  you  show  us  that 
report  as  it  was  printed  and  the  two  additional  pages. 

General  Davis.  I  have  the  report,  but  I  have  failed  to  bring  with 
me  the  omitted  pages. 

Senator  Taliaferro.  The  De  Obaldia  letter  is  also  to  be  printed. 

General  Davis.  Yes,  sir;  this  is  it  here.  I  have  had  a  conversation 
with  Secretary  Taft  since  your  last  meeting,  and  I  mentioned  to  him 
this  particular  document,  the  De  Obaldia  letter,  with  which  he 
is  quite  familiar,  and  he  said  he  had  no  objection  to  this  paper 
being  printed,  and  the  reply  that  Mr.  Hay  made  to  the  De  Obaldia 
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letter,  and  that  he  intended  himself,  when  he  came  before  your  com- 
mittee, to  submit  those  documents. 

Senator  Hopkins.  If  he  is  going  to  do  that,  we  do  not  want  it  in 
twice. 

Senator  Kittredge.  It  is  properly  in  here. 

The  Chairman.  It  properly  follows  in  here,  I  think. 

Senator  Morgan.  General,  I  have  here  a  pamphlet  entitled  "  Isth- 
mian Canal  Commission— ^Sundry  Technical  Reports  in  Relation  to 
the  Panama  Canal,  Covering  tfie  Period  1899  to  1904,  Inclusive, 
Compiled  under  the  Direction  of  the  Chief  Enffineer,  January,  1905." 
Was  that  printed  by  order  of  the  Commission? 

General  Davis.  I  think  not.  That  document,  as  I  remember,  was 
printed  on  the  government  press  at  Panama,  by  direction  of  the  chief 
engineer,  Mr.  Wallace.  The  general  subject  discussed  in  that  pamph- 
let, you  will  observe,  is  engineering,  and  he  collected  together  all  those 
documents  in  Panama  and  had  them  printed  about  February  or 
March,  1905.  I  received  a  copy  from  Mr.  Wallace  in  Panama.  After 
that,  there  were  several  copies  sent  to  the  Commission.  The  Cora- 
mission,  so  far  as  I  know,  did  not  order  the  printing  of  the  docu- 
ments. 

Senator  Morgan.  Mr.  Chairman,  this  document  contains  some  very 
important  papers  that  are  put  together  here.  I  speak  of  them  as 
being  important  in  respect  of  the  value  of  the  information  that  they 
convey,  including  the  report  of  Major  Black,  made  to  the  Panama 
Canal  Commission,  I  suppose. 

General  Davis.  Made  to  Admiral  Walker,  who  was  then  chairman. 

Senator  Morgan.  Yes. 

General  Davis.  I  think  they  were  made  to  him  while  Admiral 
Walker  was  chairman  of  the  first  Commission,  not  as  chairman  of  the 
second.  At  all  events,  some  of  those  reports  were  addressed  to  him 
in  his  former  capacity. 

Senator  Morgan.  This  document  contains  the  report  of  Monsieur 
Choron,  chief  engineer  of  the  New  Panama  Canal  Company ;  an  ab- 
stract from  the  report  presented  to  the  council  of  administration  of 
the  company  by  the  technical  committee,  constituted  by  virtue  of 
article  31  of  the  statutes  of  the  New  Panama  Canal  Company ;  a  pos- 
sible source  of  water  supply  for  Colon  and  Panama,  by  Major  Black, 
April  2,  1904,  and  a  statement  of  preliminary  projects  for  sanitary 
work  of  Colon,  formation  of  entrance  channel  to  the  canal  and  inner 
harbor  at  Colon,  by  Major  Black;  report  of  work  done  by  the  party 
under  the  charge  of  Major  Black,  dated  April  2,  1904,  which  party 
was  sent  to  the  Isthmus  in  anticipation  ot  the  turning  over  of  the 
propertv;  and  then  the  general  report  of  Major  Black,  made  to  Ad- 
miral Walker,  when  Major  Black  concluded  his  work  there  and  was 
relieved  from  duty,  and  a  project  outlined  in  a  report  of  the  Isth- 
mian Canal  Conamission  or  1899-1901,  by  Rear-Admiral  John  G. 
Walker,  U.  S.  Navy,  president. 

All  of  these  papers  appear  to  be  important,  and  this  document  is 
also  accompanied  with  an  appendix. 

I  move  that  this  paper  be  printed,  to  stand  as  an  appendix  to  the 
report  of  the  committee  that  we  will  make  to  the  Senate,  in  order  to 
present  to  the  Senate  a  condensed  statement  of  very  important  facts 
that  otherwise  would  perhaps  be  unavailable  to  Senators. 
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The  Chairman.  Suppose  we  could  get  a  sufficient  number  of  these 
to  answer  the  requirements;  would  that  do,  or  would  you  prefer  to 
have  it  printed  as  a  public  document? 

Senator  Morgan.  When  we  make  up  our  reports  and  send  this 
great  mass  of  papers  to  the  Senate,  this  should  be  an  appendix  to 
that.  I  do  not  mean  to  put  it  as  an  «.ppendix  to  General  Davis's 
testimony. 

The  Chairman.  I  understand  that. 

Senator  Morgan.  But  as  a  general  appendix;  and  I  make  that 
motion. 

The  Chairman.  That  it  be  printed  as  a  document? 

Senator  Morgan.  Yes. 

Senator  Hopkins.  As  a  part  of  the  hearings  before  the  committee  ? 

Senator  Morgan.  As  an  appendix  to  the  hearings  before  the  com- ' 
mittee. 

Senator  Taliaferro.  I  second  the  motion. 

(The  motion  was  carried.) 

Senator  Morgan.  The  next  document  that  follows  that  in  histor- 
ical or  chronological  order  is  the  First  Annual  Report  of  the  Isthmian 
Canal  Commission,  and  a  letter  of  the  Secretary  of  War  transmitting 
that  report.  I  move  that  that  be  printed  also  as  an  appendix  to  the 
general  report,  to  succeed  the  paper  that  I  have  just  read.  That  pre- 
serves the  chronological  order  of  all  the  reports  as  they  come  up. 

Senator  Hopkins.  That  is  to  be  published  to  follow  the  last  paper 
you  submitted,  as  a  part  of  the  hearings  before  this  committee? 

Senator  Morgan.  Yes. 

The  Chairman.  There  appears  to  be  no  objection,  and  that  will  be 
done. 

Senator  Morgan.  General,  the  other  day  I  asked  you  to  please  fur- 
nish an  answer  to  a  Question  that  I  wrote  out  and  handed  to  you. 
Are  you  prepared  to  do  it  now  ? 

General  Davis.  I  can  answer  it 

Senator  Morgan.  I  shall  be  very  glad  if  yon  will  read  the  question, 
and  then  answer  it. 

General  Davis.  I  will  say,  as  a  preliminary,  that  to  answer  a  ques- 
tion of  a  technical  nature  like  this  offhand  is  not  very  easy,  but  I 
have  done  the  best  I  could.  If  the  answer  was  to  be  made  the  basis 
of  any  action,  I  should  wish  to  revise  it,  because  I  have  not  had  time 
to  study  some  phases  of  it,  or  a  good  many  phases  of  it.  This  is  the 
question : 

^A  sea-level  canal  from  the  40-foot  contour,  in  the  Bay  of  Limon, 
hugigiii^  the  hills  on  the  right  bank  of  the  Chafes  to  a  point  about 
1  mfle  &om  Gamboa,  where  a  lock  of  30- foot  lift  is  to  be  built.  The 
spoil  from  the  canal  channel  to  be  embanked  on  the  line  next  to.  the 
nver,  to  protect  a^inst  the  waters  of  the  Chagres  and  its  affluents 
that  enter  through  its  left  bank.  This  embankment  to  be  used  in  con- 
nection with  a  drainage  channel  to  carry  off  the  overflow  of  the 
Chagres,  when  needed. 

"  2.  A  dam  at  Gramboa,  of  the  dimensions  given  in  the  report  of 
Uie  minority  of  the  Board  of  Consulting  Engineers,  and,  connected 
with  it,  the  viaduct  and  reflation  works  suggested  by  Menocal. 

**  3.  The  viaduct  to  lead  mto  a  lock  with  fift  of  30  feet  connected 
with  it  on  its  eastern  entrance,  making  two  locks  of  30- foot  lift  and, 
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say,  1  mile  apart,  to  connect  the  sea-level  part  of  the  canal  with  the 
summit  level  of  the  lock  section,  which  will  be  in  the  viaduct  and 
extend  to  Miraflores,  or  Pedro  Miguel,  where  two  locks,  each  with 
30-foot  lift,  will  connect  the  lock  section  of  the  canal  with  the  sea- 
level  canal  from  the  point  of  junction  out  to  the  Bay  of  Panama. 

"  4.  The  drainage  channel. rrom  Gamboa,  to  take  care  of  the  flood 
waters  of  the  Chagres,  will  occupy  the  present  bed  of  the  river,  where 
it  is  not  taken  into  the  sea-level  section  of  the  canal,  and  those  parts 
of  the  present  bed  of  the  Chagres  connected  with  each  other  by  short 
diversion  channels,  and  the  canal  embankments  will,  probably,  be  car- 
ried through  the  Gigante  watershed  to  the  swamps,  and  out  to  the 
sea.*' 

In  answer  to  that  question  I  will  say : 

First,  that  the  word  "  minority,"  where  it  appears  in  the  second 
paragraph,  is  probably  a  misprint  for  the  word  "  majority,"  for  the 
minority  do  not  propose  a  dam  at  Gamboa. 

Senator  Morgan.  Yes;  it  should  be  majority. 

General  Davis.  The  idea  as  I  understand  it  is  (reading) : 

"  (a)  To  make  the  Atlantic  maritime  section  extend  to  1  mile 
below  Gamboa,  or  to  about  the  point  where  the  sea-level  canal  as 
projected  last  crosses  the  Chagres,  the  channel  to  hug  the  foothills 
on  the  right  bank  of  that  stream  all  the  wav  and  to  be  shut  out  from 
the  same  by  an  embankment  or  levee ;  the  first  lock  of  30  feet  lift  to 
be  placed  near  mile  30,  sea-level  map. 

'^  (&)  To  build  the  Gamboa  dam  as  proposed  by  the  majority  and 
make  it,  in  addition,  a  viaduct,  to  which  the  channel,  approaching 
from  below,  would  join,  the  regulated  flow  of  the  Chagres  to  tw 
carried  under  the  viaduct  and  discharge  into  the  pool  below,  sup- 
posed to  have  been  created  above  the  lower  lock  close  by. 

"  (c)  To  build  a  lock  at  the  southern  end  of  the  viaduct  with  30 
feet  lift,  so  raising  the  surface  level  to  plus  60  feet. 

''(d)  To  then,  carry  the  canal  through  the  summit  cut  Culebra  at 
level  60  for  water  surface,  or  plus  20  above  sea  level  for  bottom  of 
canal,  and  lock  down  to  the  south  of  Culebra  with  two  30- foot  locks, 
one  at  Pedro  Miguel  and  one  at  Miraflores ;  the  Pacific  sea-level  sec- 
tion, with  width  of  300  feet,  to  extend  to  the  lower  lock  at  Miraflores, 
which  would  serve  as  a  tide  and  lift  lock  cpmbined." 

Is  that  a  fair  statement  of  it.  Senator? 

Senator  Morgan.  That  is  a  fair  statement  of  it. 

General  Davis  (continuing) :  "  The  plan  does  not  seem  to  me  to  be 
a  practicable  one,  for  the  f oflowing  reason : 

"  The  first  or  northernmost  lock  lift,  30  feet,  would  be  situated 
just  outside  or  on  the  convex  side  of  the  bend  of  the  Chagres  to 
Ih^  northeast  of  the  mile  mark  30.  Just  at  mile  30  the  sea-level  loca- 
tion crosses  the  Chafes,  and  the  bed  of  the  stream  at  this  point  is  a 
little  more  than  30  leet  above  the- sea.  A  half  mile  above  that  point, 
where  the  same  location  crosses  the  Chagres  the  last  time,  the  river 
bed  is  nearly  40  feet  above  the  sea. 

"  Since  the  lock  is  to  have  only  30  feet  lift,  the  water  level  above  it 
in  the  canal  will  be  40  to  50  feet  below  the  bed  of  the  Chagres  just 
alongside  or  very  near. 

"  Having  passed  this  lock,  the  bed  of  canal  still  10  feet  below  the 
level  of  the  sea,  navigation  across  the  line  of  the  Chagres  is  to  be 
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&ecured  by  a  viaduct,  its  floor  at  the  same  level  as  the  canal,  but  the 
*  prcf^ent  surface  of  the  earth  in.  the  vallev  where  the  Gamboa  dam  and 
the  viaduct  are  to  be  placed  is  now  50  feet  above  the  level  of  the  sea, 
or  it  will  be  60  feet  above  the  floor  of  the  viaduct  which  is  to  be  built 
alongside  of  and  in  connection  with  said  dam.  Then  there  are  to  be 
sluices  beneath  the  viaduct  for  carrying  away  the  regulated  Chagres 
flow,  and  they  are  to  be  inclosed  in  masonry,  according  to  Mr.  Meno- 
cal's  design,  this  masonry  serving  as  viaduct  floor  also.  The  thick- 
ness of  the  concrete  mass  from  tne  floor  to  the  invert  of  the  sluices 
is  given  as  16  feet,  so  that  the  bottom  of  the  sluices  will  be  76  feet 
l)elow  the  general  ground  surface  and  26  feet  below  sea  level ;  in  other 
words,  it  would  be  necessary  to  excavate  26  feet  into  the  rock  for  the 
viaduct  foundation,  or  else  the  sluices  would  have  to  be  sunk  int^> 
the  rock  to  that  depth,  and  the  top  of  the  circular  sluice  openings 
would  be  66  feet  below  the  present  river  bed. 

•'  It  is  thus  made  manifest,  I  think,  that  the  plan  proposed  would 
not  practically  be  realizable." 

It  is  a  technical  matter,  and  it  is  rather  difficult  to  follow,  but  I 
have  tried  to  make  it  clear. 

Senator  Kittredge.  This  question  practically  contemplates  what  is 
known  as  the  Menocal  survey? 

General  Davis.  I  have  a  little  more  to  say  in  respect  to  that  matter. 

Senator  Kittredge.  I  thought  you  had  finished. 

General  Davis.  I  have  finished  in  answering  that  question.  I  have 
a  little  more  to  say  on  this  Menocal  idea ;  but  of  course,  I  do  not  want 
10  thrust  it  upon  you. 

Senator  Kittredge.  We  would  be  very  glad  to  have  it,  General.  I 
thought  you  had  finished. 

General  Davis  (continuing):  "Menocars  idea  was  to  cross  the 
Chagres  by  a  viaduct  with  water  level  at  -{-9Q  feet  or  66  feet  above  the 
level  proposed  by  the  question.  For  such  a  disposition  of  prism  and 
levels  the  viaduct,  considered  by  itself,  is  all  right.  He  proposes  three 
locks  to  the  north  of  Gamboa,  on  the  line  of  suggested  route,  always 
on  the  right  bank  of  the  Chagres,  which  it  never  crosses  until  Gamboa 
is  reached." 

Senator  Kittredge.  If  it  will  not  bother  you,  General,  and  you  have 
not  touched  upon  the  question  in  your  answer,  will  you  indicate  on^ 
the  map  where  Menocal's  three  locks  were?  I  have  forgotten  just 
where  tney  were  located. 

General  Davis.  He  has  one  lock,  as  I  now  remember,  about  oppo- 
site mile  28;  I  am  not  quite  sure,  but  it  is  about  there.  He  has 
another  lock  opposite  FrijoleSj  somewhere  in  here  [indicating  on 
map],  and  his  tnird  lock  is  right  in  those  hills,  near  Tiger  Hill. 
Those  are  his  three  locks. 

Senator  Kittredge.  That  is  about  3  or  4  miles  from  Gatun  ? 

General  Davis.  Well,  about  3  miles  from  Gatun,  or  a  little  less. 

Menocal's  line  from  near  .Gatun  to  Gamboa  would  always  be  in  ex- 
cavation, with  many  high  spurs  or  ridges  to  cut  through  shown  as  of 
height  above  canal  floor  up  to  235  feet.  These  can  only  be  considered 
approximations,  for  we  know  very  little  about  the  topography  away 
from  the  surveyed  routes  in  the  middle  of  the  Chagres  Valley. 

"  If  the  ground  were  generally  level,  with  gentle  slope  all  the  way 
from  Gatun  to  Gamboa,  which  it  is  not,  a  lock  canal  might  well  h!e 
p  c — VOL  3—00 24 
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built  on  his  plan,  with  the  Gamboa  viaduct,  but  always  with  the  idea 
of  converting  it  into  a  sea-level  proposition  on  line  of  present  sea- 
level  plan,  the  lock  canal  to  be  abandoned  when  the  other  should  be 
realized,  and  utilized  thereafter  as  a  drainage  or  diversion  channel 
for  the  disposal  of  the  flow  of  the  Chagres  and  other  minor  streams 
on  the  right  bank  from  Gamboa  to  Tiger  Hill,  but  with  existing 
knowledge  of  the  topography  and  strata  it  is  impossible  to  say  what 
the  cost  would  be,  for  every  yard  required  to  be  removed  in  making 
the  final  sea-level  canal  would  ultimately  have  to  be  taken  out.  i 
know  the  author  of  this  suggestion,  and  have  a  high  respect  for  him 
as  an  engineer." 

That  covers  all  that  I  have  to  say  on  that  subject. 

Senator  Morgan.  If  I  understand  your  proposition  or  your  conclu- 
sion about  this  matter,  the  viaduct  that  is  proposed  by  Mr.  Menocal 
could  not  be  lowered  below  a  66-foot  level. 

(Gteneral  Davis.  I  think  it  is  impracticable.  Senator.  You  can 
think  of  it,  that  you  would  have  to  take  the  water  down  vertically 
about  60  feet  below  the  present  level  of  the  surface  before  you  could 
get  it  into  the  sluices. 

Senator  Morgan.  Leaving  out  the  question  of  the  regulation  by 
valves,  or  whatever  it  is  he  has  got  in  there,  is  it  your  judgment  that 
a  lock  canal  at  a  level  of  60  feet  can  be  connected  with  a  sea-level 
canal  below  Gamboa,  or  in  the  vicinity  of  Gamboa,  and  carried  across 
the  Chagres  River  on  a  viaduct? 

General  Davis.  No,  sir ;  I  do  not  think  it  can  be  on  a  viaduct.  By 
the  word  "  viaduct  "  you  mean  what  in  other  parlance  j'ou  might  call 
a  flume,  made  of  concrete  ? 

Senator  Morgan.  Yes. 

General  Davis.  In  which  the  navigation  would  be  conducted,  while 
the  flow  of  the  river  would  pass  under  it.  That  is  what  we  under- 
stand by  "  viaduct  "  in  that  sense. 

Senator  Morgan.  The  regulation  flow — that  is,  the  overflow 

General  Davis.  The  spilled  water  of  the  river  above  to  pass  under 
the  viaduct. 

Senator  Morgan.  It  would  not  fill  the  viaduct  if  it  passed  under  it. 

General  Davis.  It  would  pass  underneath  it  entirely  and  have  no 
>5onnection  with  it.  You  see  that  in  hundreds  of  cases  of  our  own 
canals  all  over  the  country  when  the  stream  coming  from  the  hills 
passes  under  the  canal. 

Senator  Morgan.  I  understand  that ;  but,  leaving  the  dam  at  Gam- 
boa, as  it  is  projected  by  the  majority  of  the  Board  of  Consulting  En- 
gineers, of  the  same  height  and  thickness  and  width  and  everything 
of  that  sort;  impounding  the  waters  to  the  extent  that  you  have 
already  described  in  your  deposition ;  is  it  practicable  to  locate  two 
locks  in  the  vicinity  of  Gamboa,  between  that  and  Matachin,  having 
30- foot  lifts,  so  as  to  make  a  60- foot  transit  across  the  Chagres  River 
at  that  place  through  a  viaduct,  leaving  the  regulation  wores  out  en- 
tirely, and  leaving  them  to  be  disposed  of  by  some  other  process? 
Can  two  locks  be  put  in  there,  in  your  judgment,  to  raise  the  level  of 
the  canal  to  60  feet  above  sea  level,  convey  the  water  across  the  Cha- 
gres River  and  on  out  to  Miraflores?     Is  that  practicable? 

General  Davis.  I  do  not  think  it  is,  Senator. 

Senator  MoEOAK.  You  think  not? 
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General  Davis.  No  ;  I  do  not  think  it  is.  The  trouble  with  your 
viaduct  is  that  it  is  not  high  enough ;  it  is  not  high  enough  up. 

Senator  Morgan.  Far  enough  upstream? 

Greneral  Davis.  No,  sir;  not  sufficiently  elevated.  It  is  not  raised 
enough  to  serve  the  best  purpose.  In  other  words,  you  do  not 
gain  anything  by  using  it.  You  would  a  great  deal  better  come 
up  with  a  lock  canal  along  the  valley  of  the  Chagres,  coming  up  with 
your  locks,  one  or  two  below  Gamboa  and  one  at  Obispo,  and  throw  out 
the  viaduct  altogether,  because  it  does  not  seem  to  me  that  the  viaduct 
fulfills  any  useful  purpose  in  that  connection. 

Senator  Morgan.  Is  such  a  plan  as  you  have  just  suggested  prac- 
ticable, at  a  60- foot  level! 

General  Davis.  No,  sir;  I  should  go  higher. 

Senator  Morgan.  How  much  higher? 

General  Davis.  To  90  feet,  if  you  must  make  a  lock  canal;  and  I 
have  a  little  something  to  say  about  that,  if  you  wish  to  hear  it. 

Senator  Ejettredge.  You  mean,  along  the  line  of  the  Menocal  plan? 

General  Davis.  No,  sir. 

Senator  Kittredge.  That  is  some  other  feature? 

General  Davis.  This  is  entirely  separate  and  distinct. 

The  most  readily  transformable  lock  canal  that  I  can  think  of 
would  have  about  90  feet  for  summit  level,  one  lock  of  30  feet,  say  at 
San  Pablo 

Senator  Morgan.  That  is  between  Matachin  and  Gramboa,  is  it  not? 

General  Davis  (indicating  on  map).  There  is  Bohio;  there  is  San 
Pablo,  and  here  is  Gamboa;  just  about  halfway.  The  other  day  I 
said  it  was  about  one-third  of  the  way.    It  is  about  halfway. 

Senator  Kittredge.  How  many  miles  north  of  Gamboa  is  San 
Pablo? 

General  Davis.  San  Pablo  is  halfway  between  24  and  25;  the 
Chagres  at  Gamboa  is  halfway  between  80  and  31. 

Senator  Kittredge.  About  7  miles? 

General  Davis.  It  is  6  miles,  about. 

I  was  just  saying  that  the  most  readily  transformable  lock  canal 
that  I  can  think  oi  would  have  about  90  feet  for  summit  level,  one 
lock  of  30  feet,  say  at  San  Pablo,  another  2  or  3  miles  above,  and  a 
third  at  Obispo  on  the  Atlantic  side,  with  the  same  number  on  the 
Pacific  side,  the  most  southerly  one  at  Miraflores — all  the  locks 
practically  on  sea-level  line. 

Senator  Morgan.  What  would  be  the  lift  of  those  locks? 

General  Davis.  Thirty  feet  each — 90  feet. 

Senator  Morgan.  That  would  be  90  feet  elevation  ? 

General  Davis.  Yes,  sir. 

The  cost  of  the  locks  and  spillways  would  be  in  the  neighborhood 
of  40  million  dollars 

Senator  Morgan.  The  three  locks  ? 

General  Davis.  Six  double  locks. 

Senator  Kittredge.  How  does  that  cost  compare  with  the  cost  of 
the  locks  at  Gatun  and  at  Miraflores 

General  Davis.  It  is  more  or  less  the  same.  I  have  made  it  a  little 
higher  than  their  figures.    They  are  all  separate,  you  know. 

Senator  Kittredge.  I  understand. 

Greneral  Davis.  There  are  none  of  them  associated  together.  They 
:are  not  in  steps. 
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Senator  Morgan.  They  are  not  in  flig:hts  ? 

General  Davis.  No,  sir ;  they  are  not  in  flights,  like  .a  staircase. 

The  cost  of  the  locks  and  spillways  woula  be  in  the  neighborhood 
of  40  million  dollars,  or,  if  not  in  pairs,  about  20  million,  while  the 
saving  in  excavation  and  tidal  lock,  covered  by  sea-level  estimate, 
would  probably  reach  100  million,  resulting  in  a"  net  saving  of  about 
60  million  in  the  one  case  and  80  million  in  the  other;  but  these  fibres 
are  but  a  very  rough  approximation.  It  might  possibly  be  finished 
in  three  or  four  years  less  time  than  the  sea-level  work,  or  in  five 
years  if  single  locks  were  used. 

Single  locks  are  not  suggested  as  desirable;  but  as  such  a  lock 
canal  would  be  a  provisional  affair,  to  be  replaced  by  the  ideal  type 
within  a  few  years,  single  locks  might  be  tolerated  for  those  years, 
during  which  it  may  be  expected  the  traffic  will  not  be  large. 

I  think  that  is  a  correct  statement.  The  traffic  in  any  canal  or  work 
of  that  kind  will  not  jump  to  enormous  proportions  at  once. 

To  transform  such  a  waterway  into  one  at  sea  level  would  cost  200 
million,  unless  devices  for  excavation  and  removal  should  be  greatly 
improved  over  present  types  and  methods. 

The  only  arguments  in  favor  of  the  provisional  arrangement  are 
present  decreased  cost  and  a  few  years'  saving  in  time,  (jltimately 
the  cost  will  be  very  greatly  augmented. 

Senator  Morgan.  Your  proposition,  then,  or  your  conclusion  is 
that  no  lock  canal  can  be  constructed,  we  will  say,  between  Gamboa 
and  Miraflores  to  be  supplied  by  the  waters  of  the  Chagres  at  a  level 
lower  than  90  feet? 

General  Davis.  Oh,  yes;  it  could  be  done,  but  it  would  not  be  as 
good  a  canal  as  this.  It  could  be  done.  There  is  no  doubt  about 
your  being  able  to  do  it,  but  the  viaduct  idea  would  be  of  no  use  to 
you. 

Senator  Morgan.  I  understand.  Leaving  out  that  entirely,  I  am 
speaking  of  a  lock  canal  40  feet  deep  and  of  the  width  as  proposed 
by  the  minority. 

General  Davis.  That  is  what  is  contemplated. 

Senator  Morgan.  Could  such  a  canal  as  that  be  constructed  at  a 
lower  level  than  90  feet  to  be  supplied  by  the  waters  from  the  Gram- 
boa  Lake  at  a  lower  level  than  90  feet  above  sea  level  ? 

General  Davis.  Oh,  yes,  sir.  On  this  map  that  was  covered  up 
just  now  the  widths  are  all  exaggerated,  so  that  it  is  not  to  a  natur^ 
scale.  By  bringing  a  sea  level  to  this  point,  which  is  just  above 
Obispo,  putting  a  lock  there,  which  is  shown  on  this  map,  and  another 
lock  there,  which  is  shown  on  this  same  map,  you  then  reach  60  feet 
above  the  sea  and  pass  through  the  Culebra.  At  Paraiso  you  put  in 
another  lock  here  and  drop  down,  and  a  mile  below  another  lock  here, 
at  Pedro  Miguel,  and  then  you  have  a  sea  level  Pacific  marine  section. 

Senator  iloRGAN.  That  would  be  how  many  locks  ? 

General  Davis.  Four  at  30  feet. 

Senator  Morgan.  Four  twin  locks? 

General  Davis.  Yes.  But  it  would  not  save  a  great  deal  of  exca- 
vation, because  they  are  separated  and  the  bottom  of  the  canal  will 
only  be  20  feet  above  the  level  of  the  sea. 

Senator  Morgan.  Twenty  feet  at  90-foot  elevation? 

General  Davis.  No,  sir.  With  a  60- foot  elevation  the  bottom  of  the 
canal  would  only  be  20  feet  above  the  level  of  the  sea. 
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Senator  Morgan.  And  how  much  with  a  90- foot  elevation? 

General  Davis.  Thirty  feet  more — 50  feet. 

Senator  Morgan.  Yes. 

General  Davis.  I  made  a  profile  of  this  to  see  how  it  looked ;  but 
after  I  had  the  profile  made  I  discovered  the  idea.  You  come  up 
with  the  sea-level  idea,  say  to  here  [indicating] ;  then  you  come  up 
30  feet;  then  you  come  up  30  feet  more,  like  that;  then  you  go 
through;  then  you  drop  down  30;  then  you  drop  30  more,  and  all 
there  is  left  to  take  out  is  a  comparatively  small  amount.  To 
save  excavation  and  to  save  time  as  respects  the  Culebra,  two  of  the 
locks  should  be  a  little  outside  of  Gamboa — that  is,  north  of  Gamboa, 
probably  at  San  Pablo  and  Matachin,  for  example,  two  of  them,  and 
a  third  one  at  Obispo.  That  brings  you  up  to  90  feet.  That  will 
save  more  money. 

Senator  Morgan.  The  main  point  in  my  mind,  at  least,  about  the 
whole  matter,  is  whether  or  not  a  lock  canal  can  be  constructed  be- 
tween Gamboa  and  Miraflores  to  be  fed  by  the  waters  from  Lake 
Gamboa. 

General  Da\^s.  Oh,  there  is  not  a  doubt  about  that.  There  is  three 
and  a  half  times  as  much  water  for  feeding  that  lock  canal  as  the  lock 
])eople  have  from  Lake  Gatun. 

Senator  Morgan.  But  your  present  conclusion  would  be  that  it 
would  require  at  least  four  locks? 

General  Davis.  To  make  it  the  most  economical  type  of  canal — 
I  mean  to  save  the  most  money  and  the  most  time  now,  not  looking 
to  the  future,  but  now,  and  to  make  it  one  that  is  transformable. 

Senator  Morgan.  Yes. 

General  Davis.  I  regard  that  as  fundamental. 

Senator  Morgan.  Yes. 

General  Davis.  The  lock  people,  you  know,  do  not  regard  the  idea 
of  transformability  as  of  any  importance.  They  reject  that.  They 
say,  "A  lock  canal  built  now  should  be  built  for  a  long  time  to  come." 
I  take  the  other  view  as  to  that — ^that  we  should  construct  no  canal 
whatever  that  is  not  readily  adaptable  to  transformation. 

Senator  Morgan.  That  the  country  will  as  last  come  to  the  proposi- 
tion of  a  sea-level  canal  ? 

General  Davis.  Well,  of  course  it  is  foolish  to  prophesy;  but  I 
think  there  is  no  doubt  about  that. 

Senator  Morgan.  We  are  all  necessarily  compelled  to  rely  upon 
conjecture  or  calculation  as  to  what  is  to  occur  hereafter.  That  is 
the  trouble  we  are  in  to-day ;  we  are  trying  to  find  out  what  is  best  to 
be  done  with  reference  to  future  conditions.  So  that  if  the  Govern- 
ment should  come  to  the  conclusion  that  a  sea-level  canal  from  the  Bay 
of  Limon  to  the  vicinity  of  Gamboa  and  a  sea-level  canal  from  the 
Bay  of  Panama  to  the  vicinity  of  Miraflores  should  be  fixed  upon  as 
an 'established,  permanent  proposition,  you  think  that  a  lock  canal 
is  practicable  between  Gamboa  and  Miraflores,  to  be  fed  by  the  waters 
of  Lake  Gamboa  ? 

General  Davis.  I  have  not  a  doubt  of  it;  not  a  doubt  of  it. 

Senator  Morgan.  I  am  putting  this  proposition  before  the  com- 
mittee and  before  the  Senate  with  a  view  to  ascertaining  whether 
there  is  any  middle  ground  that  can  be  taken  by  the  Congress  between 
the  sea-level  advocates  and  those  who  wish  to  make  the  lock  canal  as 
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a  permanent  establishment,  and  extend  the  flow  of  water  by  means 
of  the  dam  at  Gatun  clear  across  to  Miraflores. 

General  Davis.  Yes,  sir. 

Senator  Morgan.  There  is  evidently  a  contrariety  of  opinion  as  to 
which  of  the  two  propositions  is  the  safe  one  and  the  better  one,  and  I 
was  trying  to  fina  whether  there  was  a  middle  ground  that  could  be 
taken,  establishing  a  sea-level  canal  from  the  Say  of  Limon  to  the 
vicinity  of  Gamboa  and  from  the  Bay  of  Panama  to  the  vicinity  of 
Miraflores,  the  interval  to  be  supplied  with  a  lock  canal  to  be  fed  by 
the  waters  of  Lake  Gamboa,  as  we  call  it. 

Greneral  Davis.  Yes,  sir. 

Senator  Morgan.  That  was  what  I  was  trying  to  bring  to  the  at- 
tention of  the  country. 

General  Davis.  Yes,  sir. 

Senator  Morgan.  I  do  not  know  that  I  have  any  occasion  to  press 
that  question  any  further  upon  the  attention  of  General  Davis,  unless 
some  member  of  the  committee  wants  to  ask  about  it. 

General  Davis.  There  is  just  one  word,  Mr.  Chairman,  that  I 
might  say  as  bearing  upon  remarks  made  formerly  (that  is,  Friday) 
in  this  committee  respecting  the  idea  of  waiting  to  see  the  result  of 
this  excavation  as  regards  the  necessity  for  a  tidal  lock — ^that  was  one 
of  the  points — so  as  to  ascertain  what  rate  of  progress  might  be 
attained  in  the  excavation,  the  idea  being  that  the  work  as  it  pro- 
gressed might  furnish  examples  and  demonstration,  and  that  the  nnal 
realization  of  the  sea-level  plan  would  thus  be  made  manifest. 

That  is  all  right,  but  you  can  not  wait  very  long  before  you  deter- 
mine definitely  the  matter  of  type.  You  can  not  wait  very  long,  for 
it  is  going  to  take  a  good  while  to  build  those  locks.  You  can  not 
afford  to  stand  still  on  the  lock  proposition,  waiting  to  see  how  well 
you  get  on  in  excavation.  .  In  other  words,  you  must  begin  at  once 
to  make  those  lock  pits.  It  is  going  to  require  the  removal  of  an  enor- 
mous amount  of  earth  to  get  a  pit  in  which  to  put  the  locks.  It  is 
going  to  take  two  or  three  years  to  make  the  lock  pits. 

Senator  Kittredge.  You  mean  the  excavation  ? 

General  Davis.  Yes;  the  excavation  for  the  locks  is  going  to  take 
two  or  three  years.  The  minority  estimate  it  will  take  four  years 
to  make  the  Gatun  locks,  or  three  and  a  half — I  have  forgotten  now 
whether  it  is  three  and  a  half  or  four.  So,  if  you  are  looking  ahead 
to  a  date  when  you  can  see  your  canal  completed,  you  can  not  afford 
to  wait  very  long  before  you  begin  to  bulla  your  locks.  It  will  take 
a  good  many  months  and  years  to  do  that.  Therefore  that  phase  of 
the  matter  should  not  be  overlooked. 

Senator  Morgan.  I  suppose  you  have  some  conception  (perhaps  not 
a  calculation)  of  how  long  you  would  have  to  wait  before  you  could 
determine  whether  you  would  make  a  sea-level  cut  between  Gamboa 
and  Miraflores,  or  wherever  you  would  interpose  a  lock  canal? 

General  Davis.  Yes;  of  course  I  could  not  say  about  that.  I 
only  know  that  the  engineers  who  are  going  to  build  that  canal 
ouffht  to  know  as  soon  as  possible  whether  they  are  going  to  build 
locks  or  not.  They  ought  to  know  that.  As  to  tie  idea  mat  is  ex- 
pressed in  this  paper  about  a  provisional  canal,  I  myself  think  that 
for  twenty  years  after  the  canal  is  opened  a  single  lock  will  serve 
all  or  nearly  all  the  purposes.  A  single  lock  served  at  the  Soo,  you 
know,  from  1855  to  1886, 1  think  it  was,  or  1882.  I  have  forgott^  the 
year  now. 
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Senator  Morgan.  Until  the  commerce  got  so  great- 


General  Davis.  Until  the  commerce  got  so  great  as  to  force  them 
to  build  larger  ones.  Now,  if  you  build  a  single  lock  it  will  prob- 
ably pass  all  the  shipping  Uiat  will  present  itself  there;  certainlv  it 
will  pass  all  that  is  ukely  to  come  m  the  next  twenty  years.  And 
even  if  it  was  attended  with  some  difficulty  or  some  delav  you  would 
be  so  much  better  off  even  with  that  sort  of  a  plan  than  you  are 
without  any  that  you  would  be  willing  to  tolerate  some  inconven- 
ience and  then  look  to  the  ultimate,  whioi  is  the  taking  away  of  these 
provisional  locks  and  going  down  to  sea  level.  I  am  not  a  lock  man, 
as  you  know,  and  I  am  oi3y  speaking  of  this  as  something  that  is  a 
sort  of  a  forced  compromise. 

Senator  Morgan.  The  situation  is  such  and  the  contrariety  of 
opinion — at  least  as  I  believe  it  to  be — at  this  board  is  so  great  that 
it  is  worth  while  to  look  for  some  plan  that  will  cause  the  opposing 
and  antagonistic  views  to  meet.  1  think  it  worth  while,  so  I  have 
been  trying  to  look  into  the  question  tb  see  what  the  possibilities  are 
in  regard  to  the  construction  of  the  canal. 

General  Davis.  I  should  not  think  you  ought  to  take  my  offhand 
opinion  on  this  subject  as  settling  any  question  of  cost  or  expense  or 
time. 

Senator  Morgan.  Oh,  no;  I  am  not  trying  to  hold  you  to  it  as  a 
settled  and  fixed  opinion  at  all.  While  it  is  not  conjectural,  it  is  the 
statement  of  opinion  of  one  who  knows  all  about  the  local  situation, 
which,  of  course,  the  committee  can  not  know  personally. 

General  Davis.  In  the  course  of  ten  days,  I  suppose,  a  computation 
could  be  made  so  as  to  give  you  figures  as  exact  as  those  the  majority 
and  the  minority  have  given  you. 

Senator  Morgan.  Yes. 

We  have  been  speaking  in  the  course  of  this  general  examination 
of  the  necessity  for  a  change  in  the  roadbed  of  the  railroad.  I  have 
not  as  yet  been  informed  as  to  what  change  is  proposed  to  be  made  or 
the  necessity  for  it.  The  railroad  as  it  is  now  built  runs  up  to 
Barbacoas  and  there  it  crosses  the  Chagres  River? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  From  the  right  bank  of  the  Chagres  to  the  left 
bank? 

General  Davis.  That  is  right. 

Senator  Morgan.  How  far  does  that  railroad  pursue  what  we 
might  call  the  valley  of  the  Chagres  before  it  leaves  and  goes 

General  Davis.  It  crosses  at  mile  24,  and  comes  on  here.  Now,  to 
what  point.  Senator?  You  say  how  far  is  it  from  where  it  crosses 
to  what  point? 

Senator  Morgan.  To  Miraflores. 

General  Davis.  Miraflores  is  at  mile  41 — 17  miles. 

Senator  Morgan.  The  length  of  the  railroad  from  the  time  it 
crosses  the  Chagres  at  Barbacoas  until  it  reaches  Miraflores  is 

General  Davis.  Is  20  miles. 

Senator  Morgan.  Is  20  miles;  and  that  is  to  the  westward  of  the 
canal  line? 

General  Davis.  It  is  at  the  westward  of  the  canal  line,  except  that 
at  mile  39  the  present  railroad  track  recrosses  the  line  of  the  canal, 
and  from  that  continues  on  the  northern  side  of  the  canal  line  all  the 
way  to  the  city  of  Panama. 
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Senator  Morgan.  So  that  the  railroad  as  at  present  constructed 
would  cross  the  canal  line  at  two  places — first  at  Barbacoas  and  after- 
wards go  back  ? 

General  Davis.  Yes,  sir;  and  afterwards  go  back  on  to  the  same 
side  again  just  here  between  Pedro  Miguel  and  Paraiso. 

Senator  Morgan.  Now,  please  indicate  what  change  is  to  be  made 
in  the  location  of  the  line  of  the  railroad  in  the  heights  there  between 
Gamboa  and  Miraflores. 

General  Davis.  I  think  it  is  agreed  bv  all  en^neers  who  have 
studied  the  matter,  and  I  think  they  all  admit  this  is  a  fact,  that  the 
railroad  may  stay  just  where  it  is  until  you  are  ready  to  open  the 
canal  for  traffic.  Of  course  you  will  have  a  high  bridge  across  here 
at  Pedro  Miguel,  and  you  will  have  a  suitable  crossing  here  at  Bar- 
bacoas, perhaps  with  a  draw  in  it,  so  that  the  dredges  can  go  back- 
ward and  forward.  But  I  think  that  we  all  agree  that  the  railroad 
track  may  stay  where  it  is  imtil  your  canal  is  ready  for  use  as  a  canal. 

Senator  Morgan.  Having*  draws  to  allow  the  passage  of  the 
dredges  ? 

General  Davis.  Yes;  during  construction. 

Senator  Kittredge.  That  is  on  the  sea-level  plan.  General  ? 

General  Davis.  Yes;  on  the  sea-level  plan,  and  I  do  not  know  but 
I  should  say  on  the  lock  plan,  except  that  on  the  lock  plan,  so  far  as 
Lake  Gatim  is  concerned,  when  that  lake  is  filled  (which  would 
not  be  until  just  before  the  canal  was  opened)  the  railroad  must  then 
be  carried  around  the  margin  of  the  lake  and  must  keep  away  from 
it.  It  is  the  proposition  of  the  lock-canal  advocates  to  divert  the 
railroad  from  Gatun  and  keep  on  nearly  uniform  ground,  or,  rather, 
ground  above  the  proposed  level  of  the  Gatun  Lake,  and  so  swing 
around  in  here,  crossing  the  Chagres  just  below  Gamboa,  where  the 
Frenchmen  built  the  railroad  bridge  which  some  of  you  gentlemen 
have  seen. 

Senator  Morgan.  That  will  be  on  a  bridge? 

General  Davis.  That  will  cross  on  an  iron  or  steel  bridge  that  is 
there  now,  and  then  swing  along  on  these  hills,  winding  around, 
avoiding  grades,  and  so  on  down  until  you  come  to  Pedro  Miguel ;  and 
then  it  will  run  where  it  was  first  intended  to,  and  where  it  has  been 
all  the  time,  to  Panama. 

Senator  Kittredge.  That  contemplates,  then v 

General  Davis.  A  long  diversion. 

Senator  Kittredge.  Practically  a  diversion  for  practically  the  en- 
tire length  of  the  line  ? 

General  Davis.  Yes. 

Senator  Kittredge.  That  is,  from  Gatun  to  Miraflores? 

General  Davis.  Yes;  or  from  Gatun  to  Pedro  Miguel.  It  con- 
templates a  diversion  all  that  distance. 

Senator  Kittredge.  And  the  abandonment  of  the  villages  and 
tracks  between  those  points  ? 

General  Davis.  Oh,  j^es ;  certainly. 

Senator  Morgan.  It  is  practically  the  construction  of  a  new  road? 

General  Davis.  Yes. 

Senator  Morgan.  From  Gatun  to  Miraflores  ? 

General  Davis.  Yes ;  that  is  what  it  is. 

Senator  Morgan.  And  on  the  opposite  side  of  the  canal  from  where 
it  is  located  at  present? 
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General  Davis.  Yes,  in  part. 

Now,  as  a  sea-level  proposition,  the  railroad  question  seems  to  l>e 
this :  During  construction  the  railroad  is  going  to  be  of  immense  im- 
portance, of  very  great  importance.  After  the  canal  is  finished  the 
railroad  is  simply  going  to  be  a  convenience  and  of  minor  importance, 
but  still  it  will  have  to  oe  kept  up.  Probably  it  will  be  a  trolley  road. 
It  will  not  be  a  freight  road  except  for  small,  local  freight;  but  it 
will  be  a  convenience  to  the  inhabitants  and  to  the  canal  officials,  and 
enable  them  to  get  quickly  from  one  side  to  the  other  of  the  Isthmus. 

When  the  sea-level  canal  is  made,  it  has  always  been  contemplated 
-hat  from  Barbacoas  the  sea-level  canal  would  be  laid  right  on  the 
levee  alongside  of  the  canal,  tlose  to  it,  right  along  what  you  might 
call  (speaking  of  canals  as  they  exist  in  this  eastern  country)  the 
''  towpath." 

Senator  Morgan.  And  through  from  ocean  to  ocean? 

General  Davis.  Yes.  I  would  not  move  it  down  here  [indicating] ; 
but  from  Barbacoas  on  it  would  simply  be  run  right  along  on  the 
edge  of  the  navigated  sea-level  canal  until  you  got  into  Cul^ra,  and 
then  it  would  go  right  through  on  that  bottom  terrace. 

Senator  Morgan.  Without  crossing  the  canal? 

General  Davis.  No,  sir;  you  could  not  cross  it  anywhere  at  all. 
It  would  follow  right  through  on  the  bottom  terrace  of  the  Culebra 
excavation. 

Senator  Morgan.  That  would  involve  also  the  reconstruction  of 
the  railroad  ? 

General  Davis.  It  would  involve  the  laying  of  the  track  on  a  grade 
already  prepared. 

Senator  Morgan.  That  means  reconstruction? 

General  Davis.  Yes,  sir;  it  would  be  a  new  track — the  old  rails 
simply  shifted  over. 

Senator  Hopkins.  In  both  instances,  then,  it  would  be  practically 
a  reconstruction  of  the  road,  would  it  not? 

General  Davis.  In  one  case  it  would  involve  a  very  large  amount 
of  grading  and  in  the  other  the  grading  would  be  saved ;  that  is  the 
difference;  and  the  miles  w^ould  be  less  on  the  sea-level  idea  than  on 
the  lock  idea. 

Senator  Morgan.  But  in  either  case  it  is  contemplated  that  when 
the  canal  is  finished  the  railroad  will  become  wortnless  except  as  a 
convenience  for  the  canal  ? 

General  Davis.  Yes — as  a  "  tender,"  you  might  say. 

Senator  Morgan.  And  it  would  cease  to  be  a  channel  of  commercial 
intercommunication  between  the  oceans? 

General  Davis.  Quite  so;  quite  so.  It  would  be  similar  to  the 
railroad  that  now  traverses  the  whole  Suez  Canal  from  end  to  end ; 
it  has  a  meter  gauge. 

Senator  Morgan.  Has  this  subject,  within  your  knowledge,  ever 
been  brought  to  the  attention  of  the  Government  of  Panama — the 
fact  that  on  the  completion  of  the  canal  they  would  lose  all  advan- 
tage of  the  railroad  as  a  freight  transporter,  as  a  business  line  of 
intercommunication  between  Panama  and  Colon?  Has  that  ever 
been  discussed? 

General  Davis.  It  would  or  it  would  not  be  lost,  depending  upon 
the  policy  of  the  United  States.  If  the  United  States  ran  trains 
there,  they  could  charge  fares  to  the  people  who  used  it,  and  they 
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could  charge  for  carrying  packages,  small  amounts  of  freight  that 
it  might  be  wished  to  ship  from  one  merchant  to  another.  It  would 
be  very  small. 

Senator  Morgan.  But  the  canal  would  supplement  the  railroad? 

General  Davis.  Oh,  yes. 

Senator  Morgan.  For  the  commercial  convenience  of  Colon  and 
Panama  ? 

General  Davis.  Oh,  yes ;  the  canal  would  be  open  for  any  kind  of 
vessels  that  wished  to  navigate  it,  small  or  large.  The  Suez  Canal 
is.  Even  sailboats  are  now  going  through  Suez,  you  know — ^little 
yachts,  and  naphtha  launches,  and  all  that  sort  of  thing. 

Senator  Morgan.  My  recollection  of  the  Hay-Varilla  treaty  is  that 
that  canal  is  to  be  open  for  the  use  of  the  people  of  Panama  or  the 
Government  of  Panama  without  anv  charge  for  its  use. 

General  Davis.  1  have  not  its  verbiage  exactly  in  my  mind,  but  I 
think  that  provision  relates  to  the  present  custom  of  giving  passes 
to  officials  of  the  Panama  Government  and  employees  of  the  Panama 
Government. 

Senator  Morgan.  I  doubt  not  that  it  did  relate  to  that  in  the 
minds  of  the  negotiators  of  that  treaty ;  but  I  called  attention  at  the 
time  to  the  fact  that  the  language  was  so  broad  that  it  put  us  under 
the  obligation,  in  my  judgment  (at  least  that  is  my  present  opinion), 
of  transporting  all  vessels  of  every  description  that  might  be  called 
national  vessels  of  Panama  through  the  canal,  backward  and  forward, 
without  any  charges  for  lockage  or  anything  else. 

General  Davis.  I  think  that  would  be  the  case  if  they  were  national 
vessels  and  had  no  commercial  character.  But  if  they  were  engaged 
in  commerce,  I  think  not. 

Senator  Morgan.  That  clears  up  the  situation  so  far  as  the  rail- 
road matter  is  concerned,  in  my  mind,  at  least.    I  had  it  confused. 

General  Davis.  You  spoke  atout  the  necessity  for  double  tracking, 
did  you  not — that  you  could  not  understand  the  necessity  for  double 
tracking? 

Senator  Morgan.  We  have  spoken  of  that  heretofore;  but  the 
double  tracking  that  is  to  be  put  on  the  railroad  is  evidently  for 
temporary  use. 

General  Davis.  Yes;  that  is  it. 

Senator  Morgan.  For  purposes  of  transporting  and  hauling  for 
the  canal. 

General  Davis.  Yes. 

Senator  Morgan.  And  accommodating  the  commerce  that  now 
exists. 

General  Davis.  Yes;  that  is  right. 

Senator  Morgan.  So  that  in  tlie  contemplation  of  both  plans,  the 
sea-level  plan  and  the  lake  or  lock  plan,  the  railroad,  at  the  com- 
pletion of  the  canal,  is  expected  to  cease  to  be  an  important  factor  in 
commerce  between  the  oceans? 

General  Davis.  I  think  so;  I  have  no  doubt  of  that.  It  will  be 
maintained  as  a  trolley  line. 

Senator  Morgan.  So  that  that  sacrifice,  if  we  may  call  it  such,  is 
to  be  added  to  the  cost  of  either  system  of  canalization,  either  by  the 
lock  system  or  the  sea-level  system  ? 

General  Davis.  Yes,  sir. 
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Senator  Morgan.  I  do  not  know  of  any  other  general  topic  on 
which  I  wish  to  ask  the  General  any  particular  Questions.  There 
may  be  some  explanations  that  he  wants  to  give  of  his  deposition  as 
to  matters  that  may  have  escaped  our  attention  and  his  at  the  time. 
If  so,  General,  you  will  please  proceed  to  state  them. 

General  Davis.  I  have  made  a  few  notes  of  matters  that  have  oc- 
curred to  me  in  the  reading  of  the  testimony  of  others  as  bearing 
upon  administration,  not  as  affecting  the  type  of  the  canal  at  all,  but 
administration.  Some  of  them  have  been  covered  in  the  examination 
already  had,  and  others  have  not,  and  I  do  not  know  that  there  is 
any  very  great  importance  in  any  of  these  that  I  have  made  a  note  of. 
I  will  refer  to  a  few. 

One  subject  that  was  discussed  in  this  committee,  and  in  regard  to 
which  several  questions  were  asked  of  Governor  Magoon,  was  the 
matter  of  allotments  of  pay  by  employees  to  their  families  in  the 
United  States. 

Senator  Morgan.  Yes. 

General  Davis.  I  have  had  some  personal  experience  in  regard  to 
that  matter  in  the  Philippines.  Until  two  or  three  years  ago  (I 
have  forgotten  the  date  now)  it  was  customary  to  allow  soldiers — I 
do  not  think  officers  were  included — to  allot  a  certain  percentage  of 
iheir  pay  to  their  families  in  the  United  States.  That  was  continued 
during  my  time  in  the  Philippines,  although  I  think  it  has  sinci* 
been  discontinued.  It  involves  considerable  clerical  and  adminis- 
trative work  and  some  difficulties  which  do  not  appear  on  the  surface. 

A  man  who  is  employed  by  the  United  States  at  a  stated  salary 
may  be  expected  to  have  a  credit  at  the  end  of  every  month  to  the 
amount  of  his  pay,  and  that  is  the  presumption  when  an  arrange- 
ment is  made  for  an  allotment.  But  a  man  in  the  Philippines,  7.000 
or  9,000  miles  away,  deserts  or  dies  or  is  fined  by  a  court-martial  in 
respect  to  his  pay,  so  that  he  has  no  pay  coming  to  him;  then  the 
allotment  immediately  falls.  But  as  the  distance  is  so  great,  it  is 
necessary  to  inform  the  accounting  officers  in  Washington  by  cable 
every  time  a  man's  pay  status  changes  in  the  way  or  reduction  of 
pay-^— do  you  catclj  the  idea  ? — and  that  cabling  bill  in  the  Philippines 
m  Vespect  to  soldiers'  allotments  was  a  very  large  one. 

It  cost  the  Government  a  great  deal  of  money  to  keep  the  Pa}^master 
in  Washington  informed  in  regard  to  the  many,  many,  many  cases 
of  men  whose  pay  status  was  entirely  changed.  The  orders  of  the 
War  Deuartment  were  such  that  it  was  made  obligatory  upon  the 
commanaing  general  and  those  who  were  under  his  orders  to  inform 
the  War  Department  in  every  case;  and  if  there  was  any  omission, 
i;nd  the  information  was  not  sent  that  the  man  had  died  or  deserted 
or  been  fined  by  a  court,  the  commanding  general  or  the  officer  at 
fault  had  to  pay  that  money.    That  has  been  done  time  and  again. 

So  that  if  you  establish  a  system  of  allotments  for  the  employees 
at  Panama,  you  must  also  have  a  system  of  checks  or  reports  that 
will  reach  Washington  before  the  time  comes  for  the  Washington  dis- 
bursing officer  to  send  out  the  check  to  the  man's  family.  And  that 
comes  to  the  question  of  the  cable,  which  I  think  is  an  important 
matter. 

At  present  there  is  cable  communication  with  the  Isthmus  by  way 
of  Mexico  and  Central  America,  frequently  called  the  "  Galveston 
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Line."  The  name  of  it  is  the  Central  and  South  American  Cable 
Company.  There  also  used  to  be  communication  with  Panama  on 
the  Caribbean  side  by  the  line  of  a  British  company,  called  the 
West  India  and  Panama  Direct  Line;  but  that  went  down  some 
months  ago,  and  it  has  not  been  brought  up  since. 

Senator  Morgan.  What  made  it  go  down  ? 

General  Davis.  Oh,  I  do  not  know.  They  are  going  down  all  the 
time,  and  it  did  not  pay.  The  whole  matter  was  that  it  did  not  pay. 
because  the  Central  and  South  American  cable  had  made  a  very  low 
rate  (that  is,  25  cents  a  word)  for  Government  message?? — ^not  for 
private  mes*=;ages,  but  for  GoA-ernment  messages.  They  made  a  rate 
of  25  cents  a  word,  so  we  have  been  usin^  that  cable  since;  and  there 
was  not  enough  business  so  that  the  British  line  cared  to  go  to  the 
trouble  of  raising  that  cable  and  splicing  it.  It  went  down  some- 
where south  of  Jamaica ;  I  have  forgotten  whore. 

A  proposition  has  recently  been  made,  and  is  now  pending  in  Con- 
gress, to  build  a  Government  line  for  military  and  naval  purposes, 
connecting  Key  West  or  some  point  on  the  coast  with  Colon.  I  think 
that  is  a  very  worthy  suggestion,  a  very  excellent  idea;  and  it  will 
permit  free  and  constant  communication.  It  is  a  military  instrument 
of  great  importance,  and  in  time  of  war  would  be  of  the  utmost 
importance.  It  will  also  enable  the  employees  of  the  United  States 
on  the  Isthmus  to  communicate  with  their  families  speedily  without 
paying  this  enormous  charge.  That  is,  I  think  the  Government 
ought  to  permit  its  own  employees  to  use  such  a  cable  at  a  nominal 
rate ;  and  now  it  is  a  very  expensive  one. 

That  is  all  I  care  to  say  on  that  subject. 

Senator  Morgan.  Was  not  this  cable  between  Jamaica  *  and  the 
coast  down  there  broken  at  the  time  of  this  recent  earthquake  ? 

General  Davis.  Oh,  no,  no ;  it  was  a  year  ago — a  year  ago. 

Senator  Taliaferro.  General,  I  will  state  that  a  favorable  report 
has  been  authorized  on  a  bill  to  construct  a  cable  from  Key  West  by 
way  of  Guantanamo  and  Porto  Rico,  and  presumably  on  to  the 
Isthmus. 

General  Davis.  It  is  a  very  excellent  idea. 

Senator  Taliaferro.  While  you  are  on  that  point  of  allotments,  is 
there  any  reason  why  an  employee  should  not  be  paid  in  a  Treasury 
draft  on  the  Isthmus? 

General  Davis.  I  do  not  know  of  any  reason  in  the  world. 

Senator  Taliaferro.  Do  you  not  think  it  ought  to  be  done  ? 

General  Davis.  I  think  so.     I  said  so  here  the  other  day,  I  think. 

Senator  Taliaferro.  I  understood  you  to  say  so. 

General  Davis.  Oh,  I  think  so.  I  think  that  if  a  man  has  saved  up 
some  money  down  there,  even  though  he  was  paid  in  currency,  and 
wants  to  remit  that  money  home,  he  ought  to  be  able  to  go  to  the 
paymaster  and  get  9  check  without  paying  any  premium  for  it. 

Senator  Taliaferro.  I  agree  with  you. 

General  Davis.  It  seems  to  me  it  is  one  of  the  simplest  kinds  of 
accommodation  that  the  Government  ought  to  give  its  employees. 

Senator  Morgan.  There  is  another  matter  suggested  to  my  mind  by 
your  statement  there,  and  that  is  the  apparent  necessity  of  having 
transactions  in  regard  to  the  payment  of  laborers  and  employees  ox 
every  kind  finally  closed  at  the  Isthmus  without  their  being  referred 
here. 
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General  Davis.  That  is  the  way  it  is  done  now.  They  do  not  use 
any  allotment  system  now. 

Senator  Morgan.  They  do  not? 

General  Davis.  Oh,  no;  but  some  gentleman  was  urging  that  there 
ought  to  be  a  system  of  allotments.  I  am  only  speaking  about  allot- 
ments to  show  that  there  are  some  difficulties  attending  their  opera- 
tion. 

Senator  Morgan.  But  the  payments  now  can  be  made  to  all  classes 
of  employees,  and  their  accounts  all  settled  up  at  the  time  that  the 
payment  is  due  without  a  previous  audit  ? 

General  Davis.  Oh,  yes ;  certainly.  They  are  now  settled  promptly. 
There  is  no  trouble  about  that. 

Senator  Taliaferro.  General  Morgan,  the  point  we  were  trying  to 
get  around  was  the  charge  made  by  the  banks  on  the  Isthmus  as 
exchange  where  an  emplovee  wanted  to  remit  part  of  his  money  home. 

Senator  Morgan.  I  understand  that. 

Senator  Taliaferro.  That  charge  is  exceasive. 

Senator  Morgan.  I  think  that  is  a  very  burdensome  exaction  upon 
the  employee. 

General  Davis.  I  have  been  in  the  Army  all  my  life,  and  I  have 
been  in  a  good  many  parts  of  the  world,  and  there  never  has  been  a 
time  when  I  or  anyone  under  me,  or  any  private  soldier  who  had  pay 
coming  to  him,  could  not  go  to  the  paymaster  and  get  a  check  on  ^ew 
York  or  somewhere  to  send  his  money  home.  There  never  was  a  time 
when  that  could  not  be  done.  We  could  always  do  it,  and  I  think 
the  employees  on  the  Isthmus  ought  to  have  the  same  privilege. 

Senator  Taliaferro.  The  greater  the  conveniences  you  afford  them 
the  better  satisfied  they  will  be? 

General  Davis.  Why,  certainly;  and  it  does  not  cost  anything  to 
do  that.  It  makes  necessary  the  writing  of  a  few  checks ;  that  is  all 
it  does. 

The  feeding  of  laborers  has  been  referred  to  here  as  something 
that  ought  to  be  done  by  contract.  I  do  not  agree  with  that  I  do 
not  believe  you  will  ever  get  a  system  of  feeding  laborers  on  the  Isth- 
mus in  any  messing  plan  that  will  be  satisfactory.  They  are  the 
most  cantankerous  people  in  the  world.  There  is  no  such  thing  as 
satisfying  the  notions  of  those  people  about  their  food.  If  they  are 
charged  an  upset  price  for  it,  tney  are  never  satisfied  with  it.  The 
only  way,  it  seem  sto  me,  is  to  pay  them  their  wages  and  let  them 
feed  themselves.  I  am  talking  now  about  the  common  labor — ^the 
negro  labor. 

Senator  Morgan.  Then  you  would  have  to  have  supplies  of  pro- 
visions there? 

General  Davis.  Oh,  I  would  have  stores,  where  they  could  go  and 
buv  their  provisions;  yes. 

^^enator  Morgan.  Then  the  Panamans  would  dispute  your  right 
to  do  that,  would  they  not? 

General  Davis.  They  would  not  if 

Senator  Morgan.  They  have  done  it  heretofore. 

General  Davis.  But  they  have  kept  the  commissaries  going. 

Senator  Morgan.  General,  was  this  reservoir  at  Colon  built  during 
your  administration  there? 

General  Davis.  You  refer  to  a  recent  press  report  saying  some- 
thing about  a  failure  of  water  supply  ? 
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Senator  Morgan.  Yes. 

General  Davis.  I  am  not  quite  sure  that  I  have  all  the  facts;  but 
my  impression  is  this : 

The  JPanama  Eailroad  has  had  a  water  supply  for  Colon  for  the  last 
liftv  years.  It  is  obtained  from  the  natural  drainage  of  some  hills  that 
go  by  the  name  of  the  Monkey  Hills.  It  is  about  2  or  2J  miles  from 
uie  city  of  Colon.  A  lake  was  made  there,  impounding  enough  water 
to  furnish  the  railroad  with  its  requirements,  the  vessels  in  the 
harbor,  and  the  native  inhabitants.  The  increase  of  population  and 
the  consumption  of  water  in  Colon  since  the  taking  over  of  the  work 
by  the  United  States  has  brought  about  a  condition  of  affairs  that 
indicates  inadequacy  of  water.  The  engineers  are  building  a  new 
supply  (they  commenced  it  before  I  left),  impounding  water  in  a 
stream  2  or  3  miles  farther  out.  I  think  about  200  or  300  million 
gallons  are  proposed  to  be  impounded,  a  pump  erected,  a  standpipe 
also,  and  a  distribution  system  laid  down  for  Cristobal  and  for  Colon. 

I  do  not  think  that  work  has  yet  been  completed ;  but  a  provisional 
supply  was  procured,  as  I  learned  when  I  was  there  in  Septepiber  of 
last  year;  a  temporary  dam  was  built  on  this  same  stream,  and  a 
provisional  supply  obtained,  which  supplemented  the  Panama  Rail- 
road supply  from  Monkey  Hill.  I  read  in  the  newspapers  that  this 
supply  has  failed ;  and  somebody  has  sent  a  sensational  dispatch  up 
here  to  the  effect  that  there  is  a  water  famine  there,  and  great  trouble 
and  tribulation. 

Last  year,  when  I  was  governor,  at  the  dry  season  (which  is  now; 
this  is  the  dry  season  there),  we  had  the  very  same  condition  of 
things;  and  they  have  had  it  every  year.  They  have  had  it  there 
every  year  for  years  and  years;  and  the  way  the  situation  is  met  is 
to  economize  as  well  as  they  can  with  the  water,  and  then  for  the 
Panama  Railroad  to  run  water  tanks  out  to  Tavemilla  and  bring  in 
three,  four,  five,  or  six  carloads  of  water  every  day,  for  which  they 
have  cars  specially  built. 

Senator  Morgan.  How 'far  out  is  that? 

General  Davis.  Oh,  about  20  miles  or  25  miles,  where  they  water 
their  engines. 

Senator  Morgan.  It  is  above  Bohio? 

General  Davis.  Oh,  yes;  it  is  above  Bohio,  and  they  bring  in  the 
water.  They  did  last  year,  and  I  suppose  they  are  doing  it  now; 
and  that  to  which  you  allude,  I  think,  is  nothing  but  sensation.  I  do 
not  think  that  it  amounts  to  anything  of  any  serious  importance. 

Senator  Morgan.  And  if  there  has  been  a  failure  oi  the  reservoir 
there,  it  is  this  temporary  structure  ? 

General  Davis.  This  temporary  structure  that  has  gone  dry,  prob- 
ably, or  nearly  so. 

Senator  Morgan.  Has  that  reservoir  stood  during  the  fifty  years 
that  the  French  had  the  supply  for  their  railroad? 

General  Davis.  Oh,  yes.  That  Monkey  Hill  reservoir  has  been  in 
use  there  all  the  time,  and  they  have  been  making  use  of  these  tank 
cars  to  bring  water  in  from  Tavemilla  whenever  they  happened  to 
run  short.  They  run  the  cars  out  and  fill  them  up,  and  then  run 
them  alongside  of  the  ship  and  put  a  hose  into  the  ship  and  fill  the 
.ship's  tank — ships  that  are  going  on  foreign  voyages. 

Senator  Morgan.  Is  it  good  water? 
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General  Davis.  Oh,  yes;  it  is  very  good  water,  and  it  is  like  the 
water  we  are  using  now  in  Panama.  It  comes  from  the  head  of  the 
Rio  Grande. 

Senator  Morgan.  As  a  rule,  the  water  in  Panama  is  good  when  you 
get  it  coming  out  of  the  hills? 

General  Davis.  Oh,  ves;  it  is  all  right.  It  contains  a  little' bit  of 
sediment  and  some  little  vegetable  matter,  but  nothing  that  has  ever 
done  any  harm.  Typhoids  and  dysenteries  there  are  almost  unknown. 
There  have  been  one  or  two  easels  of  typhoid  fever  in  the  Panaman 
hospitals  in  a  year;  that  is  all.    There  are  very  few  cases. 

The  matter  of  the  Zone  delimitation,  which  is  covered  by  the  re- 
port which  the  committee  has  ordered  to  be  printed,  will  require  for 
the  elucidation  of  that  idea  the  printing  of  these  three  maps  to  which 
I  have  alluded,  if  you  care  to  have  it  done.  I  think  I  ought  to  de- 
scribe to  you  what  that  Zone  delimitation  means,  so  far  as  Colon  is 
concernea,  because  it  is  shown  by  this  map.  This  [indicating]  is 
Limon  Bay;  this  is  Manzanillo  Island;  this  is  the  line  that  the 
Frenchmen  proposed  for  their  canal. 

Senator  Morgan.  For  the  sea-level  canal? 

General  Davis.  Yes;  or  any  canal.  That  is  the  French  plan  of 
canal.  The  American  plans-^that  is  to  say,  the  plans  of  the  Board 
of  Consulting  Engineers,  the  majority  and  the  minority — come  in 
here,  like  that  [indicating]. 

The  Chairman.  It  is  marked  up  there.  General  ? 

General  Davis.  Yes;  it  is  shown  here  also.  It  joins  in  here  at 
Mindi. 

Senator  Morgan.  Have  you  any  doubt  that  under  any  plan  of 
canal  we  may  adopt,  it  ought  to  enter  the  Bay  of  Limon,  instead  of 
going  by  Colon  ? 

General  Davis.  Oh,  I  think  this  idea  here  is  an  absurdity.  The 
French  idea  of  entering  this  canal  is  an  absurdity.  You  can  get  an 
idea  of  the  curve  by  fdlowing  that  bend,  the  way  a  ship  has  got  to 
proceed.  That  curve  there  has  a  radius  of — I  have  forgotten  what 
It  is — about  1,600  feet;  that  is,  that  ship  has  to  make  two  turns,  one 
here  and  one  there,  before  she  can  straighten  out  and  go  into  the  canal. 
It  is  utterly  out  of  the  question.     I  think  everyone  agrees  on  that. 

In  regard  to  this  matter  of  Zone  delimitation,  it  is  specified,  as  you 
will  find  in  that  agreement,  of  which  you  have  a  copy,  that  the  line  of 
delimitation  between  the  Republic  of  Panama  and  the  United  States 
for  the  Canal  Zone  shall  follow  this  general  plan : 

The  Hay-Bunau-Varilla  treaty  specifies  that  the  city  of  Colon  shall 
remain  in  the  jurisdiction  of  Panama  and  its  harbor  shall  remain  in 
the  jurisdiction  of  Panama.  Those  conditions  are  stated.  Now, 
therefore,  I  negotiated  with  the  Government  to  find  the  mode  by 
which  we  could  come  to  an  understanding. 

The  citv  of  Colon  consists  of  this  sort  of  a  strip  of  houses  here. 
That  is  all  that  really  is  built  up  into  a  city.  This  is  a  mangrove 
swamp  covered  with  water  at  high  tide  and  nearly  bare  at  low  tide, 
the  tide  being  only  about  2  feet.  It  was  provided  in  the  agreement 
that  I  made  with  me  Government  that  the  line  of  demarcation  should 
"begin  at  this  point — Cristobal  Point — ^that  from  that  point  a  line 
should  be  projected  across  Limon  Bay  to  its  west  shore  in  a  due 
westerly  direction — ^this  point  being  fixed  and  determined ;  a  monu- 
ment stands  there  to  Cristobal  Colombo.    That,  then,  is  a  due  west 
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line,  and  everything  lying  inside  of  this  line  belongs  to  the  Zone. 
Everything  outside  of  it  pertains  to  the  harbor  of  Colon,  except  as 
I  will  state  a  little  later  on. 

From  that  point  the  line  of  delimitation  follows  the  shore  line 
at  low  water  until  it  arrives  at  the  intersection  of  a  certain  street  in 
the  citv  which  is  described  in  the  a^eement.    It  follows  the  center  j 

line  of  that  street  for  that  short  distance  [indicating]   and  crosses  j 

the  Panama  Railroad  track.    It  then  follows  on  a  line  parallel  with  I 

the  Panama  Eailroad  track 

Senator  Kittkedgk.  On  which  side  of  the  track  ? 

General  Davis.  On  the  east  side  of  the  track — the  city  side;  the 
Manzanillo  Island  side,  as  I  remember — always  at  150  meters  from 
the  center  line  of  that  track,  until  it  reaches  the  shore  of  the  Fox 
River  here;  then  following  around  the  shore  of  the  Manzanillo  Is- 
land back  here  to  the  light-house. 

Now,  what  is  inclosed  is  in  the  city  of  Colon  and  not  within  the  i 

jurisdiction  of  the  United  States.    What  is  on  the  south  side  of  that  j 

line,  including  all  these  railroad  tracks  and  this  Cristobal  Point  and  | 

a  considerable  corner  of  the  city  itself,  where  all  the  shops  and  the 
new  wharves  are  here,  is  in  the  Zone.  ! 

It  also  provided  in  the  same  agreement  that  a  zone  660  meters 
wide,  from  the  open  sea,  passing  through  this  harbor  on  any  line 
that  the  canal  mav  ultimately  take,  even  the  part  that  passes  through 
the  harbor  of  Colon,  shall  be  under  the  exclusive  jurisdiction  of  the 
United  States,  so  that  under  this  agreement  a  vessel  can  enter  the 
Zone  and  always  be  entirely  within  the  United  States  jurisdiction, 
even  though  it  traverses  the  harbor  of  Panama. 

I  thought  that  was  a  very  important  matter  to  secure  perpetual  con- 
trol over  ships  entering  the  canal  and  not  have  any  dispute  about 
right  in  regard  to  that  matter,  so  that  is  covered  by  that  agreement. 
So  wherover  the  entrance  to  the  canal  is,  a  zone  2,000  feet  wide  through 
tJie  harbor  of  Colon,  Republic  of  Panama,  will  be  under  United 
States  jurisdiction. 

The  map  on  the  Panama  side  contains  a  description  of  the  Zone 
lines  also ;  but  it  is  rolled  up  now,  and  if  it  is  printed  you  can  always 
consult  it. 

There  was  a  subject  mentioned  in  the  statement  of  Governor  Ma- 
goon  about  a  dispute  that  occurred  in  the  city  of  Panama,  in  which 
the  Panama  police  intervened,  and  I  received  a  letter  from  the 
chairman  of  tne  Commission  saying  that  you  would  probably  wish 
to  ask  me  some  questions  in  regard  to  that.  It  was  a  sort  or  a  riot 
that  occurred  in  the  city  of  Panama  during  my  time  there.  Was  that 
the  case,  Mr.  Chairman? 

The  Chairman.  Yes,  sir. 

General  Davis.  As  bearing  upon  that,  I  have  here  a  copjr  of  a  letter 
that  I  wrote  to  Mr.  Wallace  on  the  3d  of  May,  1905,  in  whidi  there  is  j 

a  description  of  the  incident  referred  to,  and  all  of  the  facts  concern- 
ing it  are  there  stated.  I  do  not  know  that  it  is  a  subject  that  you 
care  particularly  about. 

Senator  Hopkins.  Let  it  become  a  part  of  his  testimony. 

The  Chairman.  It  might  become  a  part  of  the  record  unless  the 
General  wishes  it  read. 

General  Davis.  I  do  not  care  to  say  anything  about  it. 
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(The  paper  referred  to  will  be  found  printed  at  the  end  of  to-day's 
proceedings.) 

General  Davis.  There  is  one  other  small  matter : 

When  I  went  to  the  Isthmus,  under  the  order  of  the  President  of 
May,  1904,  one  of  the  duties  imposed  upon  me  was  to  announce  in  a 
public  manner  the  purposes  for  which  the  government  of  the  Zone 
was  established.  I  arrived  on  the  17th  day  of  May  and  paid  my 
respects  to  the  President  of  the  Republic,  and  on  the  19th  of  May  1 
made  a  publication  to  the  inhabitants  of  the  Canal  Zone,  which  was 
in  print ;  and  this  is  the  document  in  my  hand.  It  is  the  first  public 
announcement  of  the  purposes  for  which  the  government  of  the  2iOne 
was  being  established  dv  the  United  States. 

Senator  Kittredge.  I  think  that  might  as  well  be  printed  in  con- 
nection with  the  statement. 

(The  paper  above  referred  to  will  also  be  found  at  the  end  of  to- 
day's proceedings.) 

General  Davis.  There  is  one  other  small  matter.  It  is  as  to  a  de- 
scription of  the  functions  of  the  officials  who  are  transacting  the 
business  of  the  Government  on  the  Zone  in  an  engineering  way,  or 
in  any  other  way  that  involves  the  use  of  property,  and  as  respects 
the  designation  of  that  property.  It  is  the  custom  now  to  speak  of  it 
as  the  property  of  the  Isthmian  Canal  Commission. 

The  locomotives,  the  dredges,  the  steam  shovels,  and  the  cars  are  all 
marked  "  I.  C.  C,"  and  it  is  in  the  common  language  of  the  day  that 
that  is  the  property  of  the  Isthmian  Canal  Commission.  It  is  a 
custom  that  grew  up  from  the  very  beginning.  What  its  origin  was 
I  have  no  idea  of,  only  that  it  has  been  confirmed  by  constant  usage. 

It  seems  to  me  that  such  a  description  of  that  property  is  inaccu- 
rate. If  there  is  any  mark  on  a  car  or  a  locomotive  or  a  steam  shovel 
it  seems  to  me  it  ought  to  be  marked  "  U.  S.,"  as  the  property  of  the 
United  States. 

It  is  not  a  matter  of  great  importance,  but  it  seemed  to  me  to  be 
quite  anomalous,  inasmuch  as  the  Commission  does  not  own  anything, 
has  no  ownership  whatever,  and  as  the  brand  on  it  indicates  owner- 
ship, it  struck  me  as  more  appropriate  to  speak  of  a  contract  being 
made  between  the  United  States  as  party  of  the  first  part  and  John 
Smith  as  party  of  the  second  part  rather  than  as  between  the  Isth- 
mian Canal  Commission  as  party  of  the  first  part  and  John  Smith  as 
party  of  the  second  part.    It  is  only  a  very  small  matter. 

I  have  nothing  else  that  I  care  to  refer  to. 

Senator  Morgan.  There  was  a  charter  party  for  the  two  ships  that 
were  bought  by  the  Isthmian  Canal  Commission  between  the  Canal 
Commission,  representing  the  United  States,  and  the  Panama  Rail- 
road Company  ? 

General  Davis.  I  have  understood  so. 

Senator  Morgan.  Yes.  I  had  copies  of  that  charter  party  pjub- 
iished  the  other  day.  That  is  equivalent  to  a  contract  by  the  United 
States  with  itself? 

General  Davis.  It  seems  so  to  me. 

Senator  Morgan.  If  it  should  get  into  a  court,  it  would  be,  of 

course,  impossible  to  enforce  it.    The  transactions  that  have  been 

conducted  by  the  railroad  company  there,  or  the  railroad  directors 

«nd  their  superintendent  or  general  manager,  or  whatever  it  is,  have 

p  c— ^oi.  .v-or 2') 
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been  nominally  between  the  railroad  company  and  the  Isthmian 
Canal  Commission.  Now,  in  the  direction  of  the  operations  of  that 
railroad — in  the  fixing  of  freight  rates,  in  the  transportation  of  ^oods 
across  the  Isthmus,  and  in  the  connections  that  are  made  with  the 
commercial  ships  that  come  into  either  of  the  bays — ^is  it  a  fact  that 
the  railroad  directors  and  managers  have  the  exclusive  control  and 
charge  of  those  matters,  or  are  they  regulated  and  controlled  by  the 
Isthmian  Canal  Commission  ? 

General  Davis.  The  board  of  directors  of  the  Panama  Railroad,  as 
I  understand,  are  all  nominees  of  the  stockholders — all  represented 
by  one  individual — ^the  Secretary  of  War.  The  board  of  directors  of 
that  railroad  therefore  must,  as  a  matter  of  necessity,  carry  out  the 
policy  of  its  stockholders.  In  other  words,  the  Secretary  of  War  has 
the  right  and  the  authority  to  dictate  to  those  directors  what  policy 
shall  be  pursued  in  the  management  of  the  railroad,  since  every  share 
of  stock,  as  I  understand,  stands  in  his  name. 

It  so  happens  that  all  the  members  of  the  Isthmian  Canal  Com- 
mission are  members  of  that  board.  They  have  two  duties.  One 
duty  is  to  perform  what  is  assigned  to  them  as  members  of  the 
Istmnian  Canal  Commission.  The  other  is  to  do  their  duty  as 
directors  of  the  Panama  Railroad.  I  think  all  the  members  or  the 
Commission  are  members  of  the  board  of  directors — at  least  I  have 
understood  so. 

Mr.  Shonts,  who  is  the  chairman  of  the  Isthmian  Canal  Commis- 
sion, is  also  the  president  of  the  board  of  directors  of  the  Panama 
Railroad.  An  executive  committee  has  been  formed  among  those 
directors.  I  think  it  has  three  members,  but  I  am  not  quite  sure 
about  it;  and  that  executive  committee  has  delegated  to  it  by  the 
board  certain  functions  which  enable  it  (the  committee)  to  dispose 
rapidly  of  any  questions  that  may  arise. 

Senatof  Morgan.  Who  comprise  that  executive  committee? 

General  Davis.  I  could  not  tell  you  offhand,  for  it  never  has  been 
of  any  concern  to  me.  I  only  know  that  Mr.  Shonts  is  the  chairman 
of  the  board  of  directors  and  is  also  chairman  of  the  executive  com- 
mittee, and  I  think  Mr.  Drake,  the  vice-president  of  the  Panama 
Railroad  Company,  and  who  has  been  for  many  years,  is  also  a  mem- 
ber of  that  executive  committee.  Wlio  the  other  members  are  I  do 
not  know.  I  presume  Mr.  Cromwell  is  a  member,  although  that  I 
do  not  know  of  any  personal  knowledge.  But  there  is  an  executive 
committee  consisting  of  either  three  or  five  members,  I  am  not  sure 
which,  and  they  meet  weekly,  I  think,  as  a  matter  of  rule,  and  may 
meet  oftener.  The  board  of  directors  only  meets  monthly;  once  a 
month. 

Senator  Morgan.  This  board  of  directors  and  this  executive  com- 
mittee of  the  railroad  company  transact  and  control  all  of  the  busi- 
ness of  the  railroad  company,  unless  the  Secretary  of  War  or  the 
Isthmian  Canal  Commission  undertake  to  give  special  directions 
about  some  matter  ? 

General  Davis.  I  suppose  that  in  the  transaction  of  the  business 
of  the  board  it  is  like  all  other  boards — that  somebody  makes  a 
motion,  and  then  that  motion  is  seconded,  and  it  is  discussed  and 
voted  upon. 

Senator  Morgan.  The  point  I  was  getting  at  is  more  particularly 
this — I  perhaps  did  not  indicate  it  clearly  enough:  The  Isthmian 
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Canal  Commission,  as  a  commission,  does  not  undertake  to  direct 
the  board  of  directors  of  the  railroad  company  ? 

General  Davis.  No,  sir;  not  as  it  now  exists.  Under  the  orders  of 
the  President,  which  were  made  in  May,  1904 — ^that  was  a  direction 
that  he  then  gave — ^that  all  the  members  of  the  Isthmian  Canal  Com- 
mission should  be  elected  on  the  board  of  directors  of  the  Panama  Rail- 
road, and  that  the  policy  of  the  railroad  should  conform  to  the  policy 
of  the  United  States.  But  as  I  understand,  under  the  modified 
orders  of  .the  President,  issued  since  I  left  the  Commission  or  about 
the  time  I  left  it,  about  which  I  have  no  personal  knowledge,  that 
has  been  changed.  That  is,  that  method  of  procedure  has  been 
changed,  although  I  am  not  quite  sure  about  that;  I  do  not  want  to 
assert  that  as  a  fact. 

Senator  Morgan.  What  method,  do  you  understand,  has  been  sub- 
5?tituted  for  it? 

General  Davis.  Simply  that  the  Secretary  of  War,  as  the  only 
stockholder — ^that  is,  the  United  States  as  the  only  stockholder,  the 
Secretary  of  War  as  its  trustee — vindicates  to  the  board  of  directors 
of  the  Panama  Bailroad  the  policy  that  he  wishes  pursued. 

Senator  Morgan.  And  that  takes  it  out  of  the  reach  of  the  Com- 
mission ? 

General  Davis.  Not  out  of  the  reach  of  the  Commission,  because 
every  member  of  the  Commission  is  on  the  board. 

Senator  Morgan.  I  understand  that;  but  it  takes  it  out  of  the 
reach  of  the  Commission  as  a  commission  ? 

General  Davis.  I  should  think  so:  yes,  sir;  I  should  think  so. 

Senator  Morgan.  And  transfers  that  power  of  general  control  and 
direction  to  the  Secretary  of  War? 

General  Davis.  I  do  not  know  that  it  transfers  it;  it  inherently 
lies  in  him. 

Senator  Morgan.  It  leaves  it  in  him,  then? 

General  Davis.  Yes,  sir. 

Senator  Hopkins.  That  is  simply  a  conclusion  of  yours,  is  it  not. 
General?  All  you  know  about  it  is  that  the  members  of  the  Com- 
mission are  directors? 

General  Davis.  I  only  know  that  by  public  report. 

Senator  Hopkins.  Yes. 

General  Davis.  I  do  not  know  that  officially. 

Senator  Hopkins.  And  as  to  whether  they  are  subservient  entirely 
to  the  Secretary  on  every  question  that  comes  up  on  the  road,  or 
whether  they  have  independent  opinions  is  a  matter  you  do  not 
know  of? 

General  Davis.  Xo,  sir.  I  presume  that  he  trusts  those  men  as 
wise  men,  and  he  wants  their  judgment,  and  relies  upon  them  to  act 
wisely. 

Senator  Morgan.  But  you  do  know  that  as  a  commission,  as  an 
Isthmian  Canal  Commission,  a  body  called  the  Commission  does  not 
undertake  by  any  resolution  or  otherwise  to  control  the  board  of 
directors  of  the  Panama  Railroad. 

General  Davis.  I  know  that  by  common  report.  I  have  no  other 
knowledge. 

Senator  Morgan.  You  were  familiar  with  the  records  while  you 
staved  there? 
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General  Davis.  When  I  was  on  the  Isthmus  I  never  attended  a 
board  meeting  of  the  Panama  Railroad  directorate. 

Senator  Morgan.  Although  you  were  one  of  the  directors? 

General  Davis.  Although  I  was  one  of  the  directors ;  but  their 
meetings  were  in  New  Yore,  and  I  was  in  the  Tropics. 

Senator  Morgan.  But  while  you  were  governor  there  and  a  member 
of  the  Commission,  was  any  order  passed  by  the  Commission  to  the 
board  of  directors  of  the  railroad  company  that  they  should  do  any 
particular  thing,  or  do  thus  and  so? 

General  Davis.  No,  no ;  no,  sir. 

Senator  Morgan.  That  is,  no  control  was  attempted  to  be  exercised 
by  the  Isthmian  Canal  Commission  over  the  boara  of  directors  of  the 
Panama  Railroad  ? 

General  Davis.  No,  sir;  I  think  not. 

Senator  Morgan.  Or  over  its  superintendent  or  general  manager? 

General  Davis.  No,  sir.  Mr.  Wallace  was  elected  or  appointed 
superintendent  of  the  Panama  Railroad  during  my  time.  He  did 
not  wish  to  serve  in  that  capacity,  but 

Senator  Morgan.  But  the  two  establishments,  in  all  their  trans- 
actions and  in  their  accounting  and  everything  of  that  sort,  are  en- 
tirely separate? 

General  Davis.  Entirely  separate  and  distinct;  yes,  sir;  although 
now,  I  think,  their  accounts  are  audited  by  the  auditor  of  the  Isui- 
mian  Canal  Conmiission. 

Senator  Morgan.  They  come  under  the  Canal  Commission  ? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  But  there  is  a  separate  audit  for  their  accounts? 

General  Davis.  I  think  they  have  an  auditor  of  their  own  in  New 
York ;  but  of  that  I  am  not  sure. 

Senator  Morgan.  Yes ;  but  the  accounts  in  their  origin  and  in  their 
payment  of  demands  and  liabilities  and  whatever  takes  place,  including 
purchases  for  the  railroad,  are  all  conducted  through  that  corpora- 
tion? 

General  Davis.  I  am  afraid  you  are  getting  beyond  my  knowledge. 
I  have  an  impression — I  have  heard  it  said — ^that  the  purchasing 
agent  of  the  Isthmian  Canal  Commission  is  also  purchasing  agent  for 
the  Panania  Railroad.  I  think  one  of  your  witnesses  here  stated  that. 
I  think  I  have  read  it  here. 

Senator  Morgan.  I  have  a  different  impression.  I  thought  they 
had  a  purchasing  agent  for  the  Panama  Railroad  there  w^ho  some- 
times acted  for  the  Commission. 

General  Davis.  I  think  I  have  read  it  that  way,  although  I  do  not 
know ;   I  am  not  quite  sure. 

Senator  Morgan.  The  coal  supply,  for  instance,  that  goes  into  the 
Isthmus  over  the  railroad  and  is  convej^ed  by  its  steamers,  is  a  sep- 
arate account  between  the  Canal  Commission  and  the  railroad  com- 
pany, the  railroad  company  furnishing  the  coal  at  a  certain  price  to 
the  Commission  ? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  That  applies  to  pretty  much  all  the  coal  that  has 
even  been  used  there  ? 

General  Davis.  I  think  to  all,  except  one  cargo,  or  something  like 
that. 
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Senator  Morgan.  That  only  illustrates  the  separatipn  and  inde- 
pendence of  action  of  those  two  bodies. 

General  Davis.  Yes.  I  think  the  corporation  is,  in  a  legal  sense, 
or  is  intended  to  be,  entirely  separate  from  the  Commission. 

Senator  Morgan.  I  believe  tnat  this  is  the  day,  is  it  not,  for  the 
election  of  a  new  board  of  directors  ? 

General  Davis.   I  only  know  that  it  is  early  in  April.     I  am  not 
quite  certain  about  that. 
'  Senator  Morgan.  I  think  it  takes  place  to-day  in  New  York. 

General  Davis.  I  know  it  is  early  in  April. 

Senator  Morgan.  I  think  Mr.  Taft  has  gone  there  now  for  the 
purpose  of  electing  a  new  board  of  directors  of  the  Panama  Railroad 
Company.  Of  course  you  have  no  idea  who  will  be  chosen  or  who 
are  tne  candidates? 

General  Davis.  No;  I  have  no  idea  at  all.  I  presume  the  old 
board  will  be  reelected,  although  I  have  no  knowledge  about  that. 

Senator  Morgan.  I  have  very  grave  apprehensions  that  they  will 
not  be,  if  I  may  state  it  in  that  way. 

You  mentioned.  General,  the  opinion  that  it  would  be  preferable 
for  certain  reasons  (and, very  important  reasons,  too,  I  acknowledge), 
if  we  entered  upon  the  contract  system  of  building  this  canal,  to  put 
the  entire  canal  under  the  charge  of  one  company  or  establishment 
or  contractor. 

General  Davis.  I  thought  so,  sir.  I  am  certain  that  if  this  canal 
was  to  be  built  by  private  capital  that  is  the  course  they  would  pursue. 

Senator  Morgan.  Yes;  and  that  a  subdivision  of  the  contracts 
might  lead  to  conflict? 

General  Davis.  I  think  it  would ;  I  think  it  would. 

Senator  Morgan.  And  particularly  in  the  use  of  the  railroad  ? 

General  Davis.  Yes,  sir;  I  think  that  is  a  thing  that  is  vital  to  it — 
like  the  Siamese  twins,  you  can  not  cut  them  apart. 

Senator  Morgan.  It  would  seem  to  be  a  very  difficult  proposition  to 
leave  the  railroad  in  the  hands  of  one  company  or  contractor  amongst 
many. 

General  Davis.  Oh,  yes;  it  would  be  very  difficult.  I  do  not  think 
that  the  idea  of  turning  it  over  to  a  contractor  would  result  in  any 
friction  or  difficulty. 

Senator  Morgan.  To  one  contractor? 

General  Davis.  To  one  contractor. 

Senator  Morgan.  But  it  would  be  very  likely  to  do  it  in  case  sev- 
eral contractors  were  interested  in  the  transportation  to  be  furnished 
by  the  road? 

General  Davis.  Yes. 

Senator  Morgan.  That  would  be  very  likely  to  lead  to  conflict? 

General  Davis.  Yes;  I  think  it  would,  unless  the  control  of  it  lay 
in  the  hands  of  the  chief  of  the  whole  contract  business,  the  one  that 
had  the  responsibility  of  the  building  of  the  whole  canal.  Of  course 
that  would  oe  a  corporation.  It  would  not  be  any  one  man;  it  would 
be  a  sj'ndicate  of  capitalists. 

Senator  Morgan.  The  question  is  an  important  one  in  connection 
with  the  matter  of  laying  out  the  contract  if  we  conclude  to  farm  out 
the  work,  and  I  was  interested  in  trying  to  understand  about  it  as 
well  as  I  could.    It  would  be  possible  for  the  Government  to  retain 
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the  separate- and  exclusive  control  of  all  transportation  by  the  rail- 
road and  all  of  its  branches  and  spurs,  and  to  Keep  an  account  with 
the  different  contractors  of  the  use  that  they  might  make  of  the  road 
in  the  transportation  of  material,  for  instance,  and  supplies,  or  what- 
ever else  they  had  to  transport  over  it.    That  would  be  possible? 

General  Davis.  Oh,  of  course  it  is  possible,  yes;  but  the  fewer  em- 
ployees the  Government  has  on  its  pay  roll  on  the  Isthmus  the  better, 
I  think. 

Senator  Morgan.  In  the  case  of  doing  the  work  by  contract,  the  em- 
ployees there  would  comprise  chiefly,  1  suppose,  a  board  of  engineers 
lor  direction? 

General  Davis.  That  is  all;  and  inspectors. 

Senator  Morgan.  And  a  corps  of  engineers  for  inspection  ? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  And  reports,  and  all  that? 

General  Davis.  Yes. 

Senator  Morgan.  And,  then,  of  course,  an  office  of  audit? 

Greneral  Davis.  The  auditor  of  the  Government  here  in  Washington 
ou^ht  to  be  suffici0nt. 

Senator  Morgan.  And  a  paymaster's  office*? 

General  Davis.  Well,  yes ;  there  would  be  a  local  disbursing  officer 
down  there,  but  he  would  not  have  very  much  money  to  disburse  there. 

Senator  Morgan.  He  would  only  have  to  pay  the  employees  of  the 
Government? 

General  Davis.  That  is  all.  The  contract  payments  would  all  be 
made  here  by  the  Treasury  Department  in  Washington. 

Senator  Morgan.  And  in  a  case  of  that  kind  we  could  get  rid  of  all 
questions  of  supplying  finances? 

General  Davis.  Oh,  yes;  we  would  not  have  anything  to  do  with 
finance  at  all. 

Senator  Morgan.  But  it  would  be  very  important,  I  should  think, 
in  the  event  that  we  let  out  the  contract  to  one  contractor  or  to  many, 
that  the  United  States  should,  by  positive  enactment,  establish  a  fiscal 
system  down  there. 

General  Davis.  I  think  there  ou^ht  to  be  something  definite  about 
what  the  circulating  medium  shall  be. 

Senator  Morgan.  It  ought  to  be  under  the  control  of  the  Govern- 
ment of  the  United  States  1 

General  Davis.  Well,  yes;  I  should  think  so. 

Senator  Morgan.  And  not  a  partnership  with  Panama  in  any 
respect? 

General  Davis.  No  ;  I  do  not  see  any  need  of  it  I  do  not  see  any 
need  of  having  but  one  direction. 

Senator  Morgan.  Do  you  think  that  it  is  safe,  in  the  construction 
and  control  of  that  canal  work,  at  least  up  to  the  time  of  its  comple- 
tion, that  there  should  be  any  joint  interest  between  the  Government 
of  Panama  and  the  United  States  in  that  Canal  Zone? 

General  Davis.  I  do  not  think  there  should  be  any  joint  responsi- 
bility. I  do  not  think  there  should  be  any  intervention  or  any  power 
of  intervention.  As  the  United  States  possesses  all  the  powers  that  a 
sovereign  could  exercise,  to  the  entire  exclusion  of  those  powers  by 
the  Republic  of  Panama,  I  see  no  basis  for  any  partnership;  but  I 
think  it  is  highly  important  that  they  should  be  good  neighbors. 
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Senator  Morgan.  And  there  should  be  a  good  understanding  be- 
tween them? 

General  Davis.  That  there  should  be  harmony  and  pleasant  rela- 
tions. 

Senator  Morgan.  Mutual  assistance  ? 

General  Davis.  Yes,  sir;  this  business  of  chasing  criminals — extra- 
dition— is  beset  with  diiEculties.  AVhen  I  was  governor  of  the  Zone 
all  that  I  did,  and  all  that  the  head  of  the  Government  of  the  Repub- 
lic did  in  regard  to  extradition,  was  simply  to  turn  over  the  criminals, 
one  to  the  other,  and  say  nothing  about  it.  We  did  not  have  any 
protocols  or  agreements  or  treaties  or  anything.  They  said :  "  Here 
IS  a  fellow  that  has  escaped  over  into  the  Zone,  and  we  want  him; 
can't  we  get  him?  He  is  charged  with  having  committed  robbery, 
or  something;"  and  if  the  chief  of  police  could  pick  him  up  we 
turned  him  over  to  them;  and  they  dia  just  the  same  for  us. 

It  was  entirely  a  matter  of  perfectly  voluntary  work.  Each  as- 
sisted the  other.  There  was  a  good  deal  of  cattle  stealing  from  out- 
side of  the  Zone,  and  they  would  try  to  run  the  cattle  into  the  Zone, 
have  them  slaughtered,  and  have  the  meat  sold  there.  I  always 
assisted  the  Panama  authorities  in  catching  those  thieves  if  we  could ; 
and  did  everything  I  could  to  simplify  it,  and  they  responded.  It 
is  Quite  important  that  we  should  be  on  good  terms  with  the  Panama 
authorities,  end  it  is  easy  to  be  so.  There  is  no  difficulty  about  secur- 
ing such  an  entente  cordiale. 

SenatorTALiAFERRO.  Are  there  many  cattle  on  the  Isthmus? 

General  Davis.  No;  very  few;  you  might  say  almost  none;  but 
there  are  a  good  many  in  the  Republic  outside. 

Senator  Kittredge.  I  think  Senator  Taliaferro  is  speaking  of  the 
Isthmus. 

General  Davis.  Oh,  in  the  Isthmus — in  the  Republic — I  have  not 
the  basis  of  getting  accurate  information  about  it,  but  I  have  heard 
people  say  that  in  the  Republic  of  Panama  out  towards  Chiriqui  and 
in  tiiat  direction  there  are  200,000  or  300,000  head  of  cattle.  I  have 
heard  the  number  stated  at  200,000  or  300,000.  They  are  brought 
into  the  Zone  and  slaughtered  there  continually. 

I  think  Senator  Kittredge  has  seen  them.  *  They  are  nice,  sleek, 
smooth,  well-conditioned  animals,  small  in  size,  of  light  color  and  thin 
hair.  I  have  eaten  their  meat,  and  it  is  very  good.  It  is  not  abun- 
dant, but  it  is  wholesome.  Mules  and  horses  are  few  and  scarce  and 
expensive.  The  market  for  horses  is  South  America,  principally 
Chile.  Some  of  the  mules  that  we  are  using  there  now  m  hauling, 
drayage,  and  cartage  are  mules  that  were  raised  in  Chile,  and  they 
are  very  nice  animals. 

Senator  Morgan.  I  will  not  ask  the  General  any  further  questions, 
although  the  field  opened  before  me  is  a  very  inviting  one;  but  I 
think  we  have  perhaps  gone  far  enough. 

General  Davis  was  thereupon  excused,  with  the  thanks  of  the  com- 
mittee; and  after  an  executive  session  the  committee  adjourned  until 
to-morrow,  Tuesday,  April  3, 1906,  at  10.30  o'clock  a.  m. 
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By  order  of  the  committee,  the  following  papers  are  printed  as  an 
appendix  to  the  testimony  of  General  Davis : 

BEPOBT  BT  GEN.  GEOBGE  W.  DAVIS,  GOVEBNOB  OF  THE  CAKAI. 

ZONE. 

CUSTOMS,  PORTS,  AND  REVENUES. 

The  Republic  of  Panama,  by  the  canal  convention  signed  on  No- 
vember 18,  1904,  granted  to  the  United  States  in  perpetuity  all  the 
rights,  powers,  and  authority  within  the  Canal  Zone  which  that  coun- 
try would  possess  and  exercise  if  it  were  the  sovereign  of  the  terri- 
tory, and  the  Republic,  in  effect,  reiterated  or  emphasized  the  grant 
by  renouncing  the  exercise  of  sovereign  rights,  power,  or  authority — 
in  other  words,  she  deprived  herself  of  the  power  to  exercise  any  sov- 
ereign function  or  attribute  in  the  Canal  Zone. 

The  United  States  thus  came  into  possession  of  all  the  power  that 
a  sovereign  could  exercise,  and  on  the  17th  of  June,  1904,  the  Gov- 
ernment of  the  Republic  of  Panama  ordered  her  officials  to  desist 
from  exercising  any  governmental  function.  The  Congress  of  the 
United  States  had  previously  authorized  the  President  "  to  take  pos- 
session of  and  occupy  "  the^  territory  granted  to  the  United  States 
for  canal  purposes  on  the  Isthmus,  and  to  vest  the  government  of  said 
Zone  and  the  manner  of  its  exercise  in  such  person  or  persons  as  he 
might  direct. 

There  is  in  the  act  of  Congress  conferring  this  authority  a  si)ecifi- 
cation  or  definition  of  the  powers  of  government  authorized  to  be 
ifo  vested.  They  were  "  all  the  military,  civil,  and  judicial  powers, 
as  well  as  the  power  to  make  all  rules  and  regulations  necessary  for 
the  government  of  the  Canal  Zone." 

One  of  the  most  important  power's  of  the  Government  within  any 
territory  subject  to  it  is  the  power  to  impose  taxes;  without  the  power 
of  raising  a  revenue  by  some  form  of  taxation  no  government  could 
exist.  The  power  of  taxation  is  a  necessary  attribute  of  government, 
and  the  Isthmian  Canal  Commission  and  the  chief  executive  of  the 
Zone  would  be  helpless  in  their  efforts  to  carry  on  a  government 
unless  they  possessed  the  powers  of  requiring  the  people  to  contribute 
to  the  support  of  the  same,  or  unless  the  local  government  should  be 
supported  from  outside  revenues. 

Within  the  territory  over  which  the  United  States  possessses  the 
power  of  a  sovereign  was  situated  the  harbor  wherein  all  the  very 
considerable  trade  of  the  Isthmus  coming  and  going  via  the  Pacific 
Ocean  found  ingress  and  egress.  At  a  cost  of  considerably  more  than 
$2,000,000  the  Panama  Railroad  constructed  terminal  facilities  for 
convenient  and  quick  handling  of  that  trade,  the  vessels  bearing  it 
finding  access  to  these  terminals  via  an  artificial  channel,  which  is 
a  part  of  the  Panama  Canal,  over  2}  miles  long,  which  was  made  at 
a  cost  of  probably  $2,000,000  more.  The  United  States  is  the  owner 
of  98.4  per  cent  of  the  railroad  capital  stock  or  shares  and  the  sole 
owner  of  the  dredged  channel  leading  to  the  terminal,  a  channel 
which  is  being  maintained  at  a  continuing  heavy  expense.  The  Gov- 
ernment of  the  Republic  in  effect  said  to  the  tJnited  States,  "  This 
place.  La  Boca,  and  that  entrance  thereto  is  a  part. of  the  Canal  Zone 
which  I  have  ceded  to  you." 
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That  the  government  of  the  Zone  should  take  steps  to  establish  for 
the  territory  to  be  governed  a  fiscal  system  was  self-evident,  and  on 
several  occasions  the  minister  of  foreign  affairs  of  the  Republic  had 
mentioned  that  when  the  time  came  to  determine  measures  for  raising 
a  Zone  revenue  he  hoped  the  fiscal  dispositions  of  the  two  countries 
could  be  so  harmonized  that  the  income  of  the  Republic  from  the  tax 
on  goods  imported  from  abroad  might  not  be  depleted,  and  this,  he 
said,  he  thought  might  be  accomplished  bj'  making  the  Zone  tax  on 
certain  articles  of  luxury  equal  to  those  imposed  in  the  Republic 
and  so  equalize  selling  values  in  both  countries,  with  the  result  that 
there  would  be  no  motive  for  smuggling.  On  at  least  two  occasions 
the  President  of  the  Republic  spoke  to  members  of  the  Canal  Com- 
mission on  the  same  general  lines. 

The  special  articles  that  yielded  the  largest  revenues  to  the  Repub- 
lic were  beverages  and  preparations  containing  alcohol,  manufactured 
tobacco,  and  opium,  the  last  two  being  farmed  monopolies.  It  was 
stated  by  officials  of  the  Republic  that  if  the  United  States  would 
concede  the  point  as  respected  the  three  commodities  above  named 
the  Republic  would  greatly  reduce  its  present  tax  of  15  per  cent  ad 
valorem  on  all  other  articles  then  taxed,  and  the  Junta  stated,  in  a 
memorandum  handed  id  the  first  American  minister  to  Panama,  that 
there  were  many  in  the  country  who  would  be  willing  to  go  so  far  as 
to  abolish  altogether  the  ad  valorem  tax  on  all  goocts  save  the  three 
named. 

On  the  0th  of  July,  1904,  the  National  Assembly  enacted  a  law 
(Xo.  65)  that  conferred  upon  the  President  the  power  to  "  abate  in 
a  convenient  manner  those  duties  which,  if  still  levied  in  accordance 
with  the  existing  lawii,  will  be  prejudicial  to  commerce  and  to  the 
people  because  said  laws  are  very  different  from  those  which  the 
Government  of  the  United  States  will  establish  in  the  Canal  Zone." 

On  the  5th  of  July  was  enacted  law  Xo.  88,  of  which  section  23 
provides:  '•  The  executive  is  authorized  to  reduce  the  slaughterhouse 
duty  on  cattle  killed  in  the  districts  of  Panama,  Colon,  and  Bocas 
del  Toro  when  the  fiscal  system,  to  be  introduced  in  the  Zone  ceded 
to  the  United  States,  in  his  opinion  requires  it.'* 

These  official  expressions  or  the  executive  and  legislative  branches 
of  the  Government  of  the  Republic  indicated  that  tliere  would  be  no 
difficult^'  in  harmonizing  the  fiscal  systems  of  the  Zone  and  the 
Republfc  of  Panama,  provided  the  United  States  were  willing  to 
admit  that  alcohol  beverages,  perfumery,  cigars,  cigarettes,  and 
opium  were  not  "  necessary  and  convenient  *'  in  the  construction  of 
the  canal,  and  not  "  necessary  and  convenient  for  the  officers,  em- 
ployees, workmen,  and  laborers  in  the  service  and  employ  of  the 
United  States,  and  for  their  families." 

On  the  13th  of  June  the  governor  sent  the  following  telegram  to 
the  chairman  of  the  Commission: 

'"  Officials  of  Republic  anxious  specially  liquors,  tobacco  coming 
into  5Jone  pa}'  same  tariff  as  Republic  levies,  thus  preventing  smug- 
gling, protect  revenues.     I  hope  Zone  tariff  may  be  so  arranged." 

Tlie  answer,  on  June  14th,  was: 

''  Panama  tariff  continues  until  otherwise  ordered." 

The  minister  of  foreign  affairs  was  immediately  informed  of  the 
purport  of  the  question  and  answer. 
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As  before  stated,  the  delimitation  agreement  was  signed  on  June 
16,  and  the  following  day  a  telegram  was  sent  to  the  chairman  of  the 
Commission  in  Washington,  requesting  legislation  by  the  Commi3- 
sion  or  by  the  President,  as  follows : 

"  1.  Governor  authorized  to  appoint  collector  of  all  revenues  and 
subordinates,  and  fix  salaries. 

"2.  Collection  districts  of  Zone  to  be  named  Ancou,  west  half; 
Cristobal,  east  half. 

"  3.  Free  or  dutiable  goods  coming  bj-  sea  or  rail,  except  in  transit 
across  Zone,  to  be  entered  Ancon  or  Cristobal,  otherwise  forfeited: 
Provided^  Governor  may  regulate  subject  Commission  ratification, 
entering  otherwise  than  by  sea  or  rail. 

"  4.  Governor  authorized  to  make  reciprocal  or  other  arrangements 
with  Eepublic  to  safeguard  revenues. 

"  5.  Products  of  Republic,  except  spirits,  enter  Zone  free  if  Repub- 
lic reciprocates. 

"  6.  Governor  shall  apply  Colombian  customs  administration  laws 
when  practicable. 

"  7.  Tariff  on  canal,  railroad,  machinery,  boats,  materials,  supplies.* 
Dingley  rates,  except  coming  from  States;  then  free.  Other  goods 
from  everywhere  Panama  Republic  tariff. 

"  8.  Governor  authorized  to  place  on  free  list  or  reduce  rates  on 
articles  dutiable  Panama  tariff,  subject  ratification  Commission. 

"  If  above  granted  I  would  make  extensive  free  list  on  necessaries, 
reduce  rates  on  many  other  articles,  not  including  tobacco  and  spirits. 
President  Amador  has  full  power  from  his  legislature  to  adapt 
Panama  rates  to  Zone  rates,  and  ready  to  do  so.  Present  Panama 
rates  uniform,  about  15  per  cent  ad  valorem,  except  spirits,  tobacco, 
and  a  few  others,  which  are  high." 

On  the  morning  of  the  26th  of  June  the  press  dispatches  published 
in  Panama  contained  the  statement  that  the  Pre^sident  had,  by  execu- 
tive order,  announced  as  a  law  for  the  Zone  that  the  Dingley  tariff 
rates  would  apply  to  all  importations  from  foreign  countries  into  the 
Zone,  and  that  goods  from  the  United  States  would  enter  the  Zone 
free. 

On  July  1  the  governor  publicly  announced  that  vessels  arrivinff 
at  the  ports  of  Ancon  and  Cristobal  would  be  entered  and  cleared 
by  the  Zone  collector  of  customs.  Same  notification  stated  that  the 
treasurer  of  the  Zone  had  been  appointed  collector  of  customs  at  both 
ports,  and  that  rates  of  customs  tariff,  tonnage,  light-house  dues,  etc., 
would  be  those  required  to  be  imposed  or  collected  under  the  laws  of 
Panama.  In  the  announcement  the  port  of  Ancon  was  thus  de- 
scribed :  "  Which  embraces  the  landing  place  at  La  Boca,  the  canal 
channel  entrance  thereto,  and  the  steamship  anchorage  adjacent  to 
the  islands  of  Culebra,  Xaos,  Perico,  and  Flamenco,  all  these  waters 
and  islands  being  within  the  jurisdiction  of  the  United  States." 

The  press  item  above  referred  to,  announcing  that  the  Dingley 
tariff  rates  had  been  made  applicable  to  the  territory  on  the  Isthmus 
for  the  government  of  which  the  United  States  was  responsible 
caused  some  excitement  among  the  merchants  of  the  Zone,  who 
thought  they  saw  in  the  application  of  such  a  measure  the  establish- 
ment within  the  canal  territory  of  commercial  establishments  stocked 
with  goods  for  sale  at  prices  far  below  those  at  which  the  Panama 
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merchants  could  sell  them,  the  reason  being  obvious,  to  wit,  mer- 
chandise from  the  United  States  would  come  to  the  Zone  free  of  any 
impost  or  tariff,  while  the  same  goods  imported  by  merchants  of  Pan- 
ama or  C6lon  would  be  taxed,  as  provioed  by  the  local  laws.  They 
thought  they  would  not  only  lose  the  expected  profits  to  flow  from  the 
vast  trade  of  the  United  States  employees  and  canal  followers,  but 
they  also  feared  the  loss  of  the  legitimate  trade  of  their  own  cities 
of  Colon  and  Panama,  for  they  argued  that  the  inhabitants  of  the 
city  of  Panama,  by  crossing  the  street  or  going  a  few  hundred  yards 
to  a  neiffhboring  store  within  the  Zone  wnere  free-trade  goods  were 
sold,  could  supply  their  wants,  and  the  most  rigid  surveillance  by  the 
customs  authorities  could  not  prevent  the  smuggling  that  would 
inevitably  result. 

As  soon  as  the  governor  received  the  full  text  of  the  order  of  the 
President  of  June  24,  which  was  received  on  July  5,  an  exact  copy 
of  the  document  was  transmitted  to  the  minister  of  foreign  affairs 
of  the  Republic.  In  the  letter  of  transmittal  the  Government  of  the 
Republic  was  informed  that  a  collector  of  customs  had  been  ap- 
pointed for  the  ports  of  Ancon  and  Cristobal.  The  following  is 
a  quotation  from  the  same  letter : 

"  Your  excellency  will  observe  certain  provisions  therein  which 
look  to  the  arrangement  of  details  concerning  matters  affecting  your 
excellency's  Government  and  that  of  the  Canal  Zone.  I  shall  have 
the  honor  at  an  early  day  of  asking  a  conference  regarding  these 
matters." 

On  July  5  Mr.  Arias,  the  minister  of  foreign  affairs,  acknowledged 
receipt  or  the  referred-to  letter  and  its  inclosure.  Respecting  the 
letter  he  said :  "  I  will  study  it  with  special  attention  and  duly  sub- 
mit same  to  His  Excellency  the  President  of  the  Republic  for  his 
information." 

The  details  referred  to  by  the  governor,  concerning  which  a  con- 
ference was  suggested  as  desirable,  consisted  of  sections  8  and  9  of 
the  President's  order,  as  follows: 

"  Sec.  8.  The  governor  of  the  Canal  Zone  is  authorized  to  enter  and 
carry  out  an  agreement  with  the  President  of  the  Republic  of  Panama 
for  cooperation  between  the  customs  service  of  the  Canal  Zone  and 
that  of  the  Republic  of  Panama  to  protect  the  customs  revenues  of 
both  Governments  and  to  prevent  frauds  and  smuggling. 

"  Sec.  9.  The  governor  of  the  Canal  Zone  is  hereby  authorized  to 
enter  upon  negotiations  and  make  a  tentative  agreement  with  the 
Pre^^ident  of  tlie  Republic  of  Panama  respecting  reciprocal  trade 
relations  between  the  territory  and  inhabitants  of  the  Canal  Zone 
and  appurtenant  territory  and  the  Republic  of  Panama;  also  a  read- 
justment of  customs  duties  and  tariff  regulations,  so  as  to  secure  uni- 
formity of  rates  and  privileges  and  avoid  the  disadvantages  resulting 
from  different  schedules,  duties,  and  administrative  measures  in  lim- 
ited territory  subject  to  the  same  conditions  and  not  separated  by 
natural  obstacles.  The  governor  shall  report  as  to  such  negotiations 
and  proposed  agreement  to  the  chairman  of  the  Isthmian  Canal  Com- 
mission for  submission  and  consideration  by  the  Commission  and 
such  action  by  competent  authority  as  may  be  necessary  to  render 
said  agreement  effective  in  the  Canal  Zone.  This  order  will  be  pro- 
claimed and  enforced  in  the  Canal  Zone  at  Panama." 
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On  July  5  the  governor,  by  proclamation,  announced,  as  he  wa-s 
required  to  do  by  tne  Secretary  of  War,  the  issuance  by  the  President 
of  the  Executive  order  of  June  24,  and  he  published  the  exact  text 
of  the  same  in  the  local  papers,  except  sections  8  and  9.  These  were 
omitted  because  it  was  thought  a  possible  embarrassment  to  the 
authorities  of  the  Republic  might  result  from  the  publication  at  that 
time  of  these  sections,  so  important  to  the  Repulblic  as  it  was  be- 
lieved— i.  e.,  the  two  sections  that  contained  instructions  looking  to 
the  arrangement  by  the  authorities  of  the  Republic  and  of  the  ^ne 
of  a  tentative  agreement  respecting  reciprocal  trade,  also  to  "  secure 
a  readjustment  of  customs  duties  and  tanflF  regulations,  so  as  to  secure 
uniformity  of  rates  and  privileges  and  avoid  the  disadvantages  re- 
f^ulting  from  different  schedules,  duties,  and  administrative  measures 
in  limited  territory  subject  to  the  same  conditions  and  not  separated 
by  natural  obstacles."  Receipt  of  this  letter  was  promptly  acknowl- 
edged by  Mr.  Arias  and  without  comment  as  to  its  subject-matter. 

On  the  2d  of  July  the  Chilean  steamer  Loa^  then  within  the 
jurisdiction  of  the  authorities  of  the  port  of  Panama,  was  cleared 
from  said  port  and  the  clearance  was  presented  to  the  collector  of 
customs  at  the  port  of  Ancon,  where  the  steamer  actually  was  lying, 
and  the  same  day  the  Zone  authorities  of  said  port  cleared  her  for  her 
homeward  journey.  By  the  6th  of  July  three  other  vessels,  two 
American  and  one  foreign,  were  also  cleared  for  their  destination, 
each  having  previously  presented  clearance  papers  from  the  port 
authorities  of  the  Republic. 

It  does  not  appear  that  any  objection  was  made  to  this  proceeding 
bjr  the  Government  of  the  Republic  until  the  5th  of  July,  when  the , 
minister  of  foreign  affairs  politely  requested  to  be  furnished  with  the 
facts  in  the  case  of  clearance  of  the  S.  S.  Loa,    These  were  supplied 
on  the  same  day. 

On  July  9  the  captain  of  the  port  of  Panama,  an  officer  of  the  Re- 
public, stated  in  writing  that  he  knew  of  no  port  of  the  Republic 
named  Ancon,  and  that  if  it  existed  it  would  be  a  port  of  the  Isthmus. 
On  the  same  day  the  governor  received  a  long  letter  from  the  Panama 
minister  of  foreign  relations,  acknowledging  receipt  of  the  govern- 
or's response  respecting  the  clearance  from  Ancon  of  the  steamship 
Loa^  and  appealing  to  the  undersigned  to  suspend  the  orders  for  the 
clearance  of  vessels  from  La  Boca  wharf  without  the  knowledge  of 
the  authorities  of  the  port  and  Panama  laws  on  the  subject. 

To  this  letter  a  reply  at  considerable  len^h  was  sent  on  the  11th  of 
July.  Respecting  the  request  for  suspension  of  these  orders  for  La 
Boca  clearances,  the  undersigned  remarked : 

"  I  find  myself  without  the  power  to  give  the  orders  respecting 
clearances  of  vessels  from  La  Boca  which  your  excellencv  asks  me  to 
issue.  *  *  *  On  the  24th  of  June  the  President  of  the  United 
States  gave  me  instructions  to  publicly  proclaim  the  law  respecting 
the  establishment  of  ports  at  Ancon  ana  Cristobal  and  the  applica- 
tion of  customs  rules  and  regulations  to  the  Canal  Zone.  ♦  ♦  * 
I  am  sorry  to  say,  as  I  have  already  intimated,  that  this  is  impos- 
sible, because  this  is  an  order  based  entirely  on  instructions  from  my 
superiors." 

In  respect  to  the  provisions  of  the  President's  above-referred-to 
order  of  June  24,  authorizing  the  governor  to  discuss  and  arrange  a 
provisional  reciprocal  agreement,  the  undersigned  remarked : 
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"  You  have  not  failed  to  observe  the  provisions  looking  to  reci- 
procity provided  for  in  the  President's  order,  a  feature  of  this  law 
which  I  am  sure  you  will  concede  has  been  prompted  by  the  most 
kindly  feeling  toward  the  Republic,  and  all  that  now  remains  in  that 
connection  is  that  Ave  should  draw  up  the  agreement  upon  the  tenta- 
tive basis  that  is  referred  to  by  the  President  of  the  United  States." 

Copies  of  same  were  forwarded  to  the  chairman  of  the  Canal  Com- 
mission in  Washingtoil  on  the  12th  of  July  (pp. ). 

The  reason  for  the  remarkable  change  in  attitude  of  the  Govern- 
ment of  the  Republic,  manifested  toward  the  government  of  the  Zone 
as  respects  the  fiscal  policy  of  the  latter,  has  never  been  stated  or 
ever  referred  to  by  the  officers  of  that  Government,  but  that  a  very 
radical  change  occurred  soon  after  the  publication  of  the  President  s 
order  estabhshing  customs  ports  on  the  Zone,  the  Dingley  tariff 
rates,  and  free  trade  with  the  United  States  is  very  easily  demon- 
strated. 

Before  July  5  not  an  expression  of  wish  or  suggestion  of  the  Pan- 
ama authorities  had  been  brought  to  the  notice  of  the  authorities  of 
the  Zone  government  indicating  any  other  desire  than  an  earnest  one 
that  the  fiscal  policy  of  the  United  States  respecting  the  Zone  might 
be  harmonized  with  the  existing  economical  and  fiscal  system  of  the 
Republic.  Great  was  the  astonishment  of  the  governor  of  the  Zone 
to  learn  that  the  Government  of  Panama  objected  to  the  exercise 
over  arriving  and  departing  vessels  within  the  waters  and  jurisdiction 
of  the  Zone  of  the  supervision  and  control  that  is  always  exacted  hj 
nations  exercising  the  powers  of  sovereignty  within  the  subject  terri- 
tory. 

Before  the  11th  of  July  the  views  of  the  authorities  of  Panama,. 
as  expressed  in  personal  and  official  utterances,  were  in  complete  har- 
mony with  the  United  States  policy  inaugurated  by  the  President's 
legislative  enactments,  made  in  pursuance  of  the  law  of  Congress,  and 
also  in  harmony  with  the  administrative  and  executive  dispositions  of 
the  government  of  the  Canal  Zone  that  have  been  observed  up  to  the 
present. 

Attention  is  invited  to  the  following  facts : 

First.  The  Junta  de  Gobierno  prepared  a  document  dated  Febru- 
ary 1,  1904,  with  title,  "Personal  Memorandum  to  the  Hon.  W.  J. 
Buchanan,  minister  from  the  United  States." 

A  copy  of  that  document  was  handed  to  the  chairman  of  the  Isth- 
mian Canal  Commission  in  Panama  about  April  10,  1904,  by  Mr. 
Ricardo  Arias.    The  following  is  a  quotation  from  the  memorandum  : 

"  The  impuesto  comercial  (25  per  cent  Colombian  silver  duty  on 
the  gold  valuation  of  merchandise,  as  per  sworn  invoices)  is  one  of 
the  chief  sources  of  fiscal  income.  We  can  not  continue  running  the 
Government  without  it  or  its  equivalent  in  some  other  revenue. 
Therefore  until  we  have  found  some  other  means  to  replace  it  we  can 
not  part  with  it.  This  is  the  fiscal  view  of  the  case.  Those  who 
have  given  more  thought  to  this  subject  suggested  that  the  tax  should 
be  lowered  to  a  point  where  it  would  not  interfere  with  the  object  in 
view,  say,  5  per  cent  gold,  and  the  difference  should  be  raised  on  the 
impost  on  hquors,  tobacco,  opium,  and  perfumery,  which  should 
previously,  to  give  it  larger  yield,  be  declared  as  not  necessarj^  or 
convenient  for  the  officials  and  men  in  the  employ  of  the  United 
States  on  the  canal." 
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Second.  In  official  interviews  the  President  and  the  minister  of 
foreign  affairs  of  the  Republic  more  than  once  stated  to  the  under- 
signed in  effect  the  same  ideas  that  are  expressed  in  the  memorandum 
handed  to  Minister  Buchanan,  and  on  one  occasion  Mr.  Ricardo  Arias 
stated  that  they  would  go  even  further  and  reduce  the  ordinary 
impuesto  comercial  below  5  per  cent  gold,  or  even  abolish  it  alto- 
gether, so  that  the  tax  on  liquors  and  tobacco  was  made  recoup  the 
loss. 

Third.  On  the  day  when  the  delimitation  agreement  was  signed 
the  governor,  not  being  then  aware  of  the  existence  of  law  No.  65, 
quoted  above  in  part,  asked  the  President  of  the  Republic  if,  now 
that  the  Assembly  had  adjourned,  it  would  be  possible  for  his  Gov- 
ernment to  enter  into  an  arrangement  that  would  result  in  harmon- 
izing the  fiscal  system  of  the  two  governments.  The  President  re- 
plied that  the  Assembly  had,  he  tnought,  conferred  upon  him  the 
niquisite  power  to  effect  this  object,  and  the  next  day,  the  17th  of 
June,  the  following  letter  was  received  by  the  governor  of  the  Zone 
from  the  President  of  the  Republic,  viz : 

"  Dear  Sir  :  I  have  the  pleasure  to  inform  you  that  I  am  fully 
authorized  by  law  recently  enacted  by  the  National  Asseinbly  to  re- 
duce or  increase  our  duties  and  taxes  accordingly  with  the  rates  which 
your  Government  shall  establish  at  the  Canal^ne. 
"  Yours,  truly, 

"  M.  Amador  Guerrero.-' 

Fourth.  The  laws  Nos.  65  and  88,  enacted  on  June  6  and  July  5, 
1904,  vest  the  President  of  the  Republic  with  authority  "  to  abate  in 
a  convenient  manner  those  duties  which,  if  still  levied  in  accordance 
with  the  existing  laws,  will  be  prejudicial  to  commerce  and  to  the 
public,  because  said  laws  are  very  different  from  those  which  the  Grov- 
ernment  of  the  United  States  will  establish  in  the  Canal  Zone,"  and 
also  "  to  reduce  the  slaughterhouse  duty  on  cattle  killed  in  the  dis- 
tricts of  Panama,  Colon,  and  Bocas  del  Toro,  when  the  fiscal  system 
to  be  introduced  in  the  Zone  ceded  to  the  United  States,  in  his  opin- 
ion, requires  it." 

Fifth.  On  the  I7th  of  June  the  governor  of  the  Zone  received  the 
foUowinff  communication  from  the  minister  of  foreign  affairs.  Re- 
public of  Panama: 

"  General  :  I  have  the  honor  to  inform  you  that  all  the  officials  and 
public  employees  in  the  Canal  Zone  have  been  instructed,  through 
their  respective  superiors,  that  since  yesterdav  their  functions  as  mem- 
bers of  the  Government  of  the  Republic  of  Panama  have  terminated, 
because  of  the  fact  that  the  districts  on  the  line  of  the  railroad  over 
which  they  have  jurisdiction  have  been  separated  from  the  national 
territory  by  virtue  of  the  agreement  signed  by  you  and  the  under- 
signed on  the  day  mentioned. 

"  With  sentiments  of  distinguished  consideration, 
"  Your  obedient  servant, 

"  T03IAS  Arias.'- 

Sixth.  In  a  memorandum  draft  of  the  proposed  delimitation 
agreement,  which  draft  was  prepared  by  the  minister  of  foreign 
affairs  of  the  Republic,  and  handed  to  tne  governor  of  the  Canal 
Zone  on  the  28th  of  May,  1904,  the  treaty  between  the  United  States 
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and  the  Republic  of  Panama  is  spoken  of  as  the  treaty  of  cession,  and 
the  Zone  is  mentioned  as  the  territory  ceded. 

The  preamble  to  the  delimitation  agreement  signed  on  the  16th 
day  of  Jmie,  1904^  between  the  government  of  the  Canal  2k)ne  and 
that  of  the  Republic  of  Panama,  contains  the  following : 

"  In  order  that  said  work  of  construction  of  said  interoceanic 
canal  may  be  systematically  prosecuted,  and  in  order  that  a  govern- 
ment for  the  Canal  Zone  created  by  the  terms  and  provisions  of  said 
article  11  of  said  convention  may  be  successfully  organized  and  car- 
ried forward,  it  is  necessary  that  the  extent  and  boundaries  of  the  ter- 
ritory ceded  to  the  Government  of  the  United  States  by  the  Govern- 
ment of  the  Republic  of  Panama  under  the  terms  and  provisions  of 
said  convention  shall  be  provisionally  determined  and  agreed  upon." 

Furthermore,  in  the  first  section  of  the  agreement  proper,  which 
was  signed  by  the  minister  of  foreign  affairs  of  the  Republic  of 
Panama,  is  the  following : 

"  Sec.  1.  The  limits  of  the  Canal  Zone,  including  lands  under  water 
and  islands  ceded,  but  not  including  the  cities  and  harbors  of  Colon 
and  Panama,  delivery  of  which  lands,  water,  and  islands  has  been 
made  by  Panama,  and  possession  of  which  has  been  taken  by  the 
United  States,  are  indicated  and  shown  on  the  attached  map,  *  *  * 
and  said  indicated  boundary  or  line  of  division  between  the  terri- 
tory ceded  by  the  Republic  of  Panama  to  the  United  States  for  canal 
purposes,"  etc. 

And  in  a  later  section  is  the  following : 

"  Provided^  hoxcever.  That  the  entrance  channel  of  the  Panama 
Canal  through  the  harbor  of  Colon  to  its  southern  boundary  of  the 
width  of  330  metres  on  eitlier  side  of  the  middle  line  or  axis  of  said 
entrance  channel  whenever  said  channel  mav  now  or  hereafter  cross 
the  same  is  hereby  declared  to  be  a  part  of  tlie  Canal  2iOne  under  the 
exclusive  jurisdiction  of  the  United  btates." 

Seventh.  Also  the  following  appears  in  Mr.  Arias's  draft  of  the  de- 
limitation agreement  respecting  sitizenship  (translation)  :  "  In  conse- 
quence no  change  has  been  maae  for  the  present  in  the  nationality  of 
the  inhabitants  of  the  ceded  territory.  As  in  the  arrangements  to  be 
made,  time  will  have  to  be  given  to  the  above-mentioned  inhabitants 
in  which  to  choose  their  nationality,  Panaman  citizens  in  the  mean- 
while can  ask  the  Government  of  Panama  the  permission  which  is 
specified  in  paragraph  2  of  article  7  of  the  constitution,  in  order  to 
allow  them  to  accept  employment  from  the  Government  of  the  United 
States  so  that  they  will  not  lose  their  citizenship." 

Paragraph  2  of  article  7  of  the  Panama  constitution  is  as  follows: 

**  Panaman  citizenship  may  be  lost  *  *  *  (2)  by  accepting 
employment  or  honors  of  another  government  without  permission 
from  the  President  of  the  Republic     *     *     *." 

Eighth.  In  June  Etienne  Latour  was  arrested  charged  with  assault 
and  battery  committed  at  Emperador  on  the  nth  of  same  month.  The 
fiscal  of  the  court  before  which  the  case  would  have  been  heard  re- 
ported that  sinc^e  Emperador  was  situated  in  the  Canal  Zone  the 
Panaman  court  lacked  jurisdiction,  and  therefore  the  papers  should 
Jie  transmitted  to  the  secretary  of  justice. 

That  official  returned  the  papers  on  June  30  to  the  local  court  with 
the  remark,  "  This  office  abstains  from  deciding  what  should  be  done, 
as  it  considers  that  you  are  the  one  that  should  do  so,  as  the  transfer 
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of  the  soyereiffnty  in  the  district  of  the  railroad  line  has  been  officially 
communicated."  Thereupon,  the  papers  in  the  case  were  sent  by  the 
Panaman  judge  through  the  secretary  of  justice  to  the  minister  of 
foreim  relations,  who  sent  them  in  due  time  to  the  governor  of  the 
Canal  Zone.  In  his  letter  of  transmittal  the  secretary  of  justice 
stated  the  reason  "  in  order  that  he  (the  secretary  of  government) 
may  transmit  them  to  the  North  American  authority  competent  to 
take  cognizance  of  the  case  in  question." 

Ninth.  It  has  been  already  related  that  on  the  22d  of  June  the  gov- 
ernor furnished  the  minister  of  foreign  affairs  with  a  copy  of  the  cir- 
cular announcement  of  the  Postmaster-General  of  the  United  States, 
dated  June  2, 1904,  announcing  that  the  Canal  Zone  had  been  brought 
within  the  postal  system  of  the  United  States,  also  that  the  governor 
asked  of  the  minister  a  temporary  supply  of  Panaman  stamps  until 
such  time  as  the  United  States  stamps  could  arrive.  The  solicited 
favor  was  granted  and  the  stamps  promptly  supplied,  tlie  overprint- 
ing having  been  attended  to  by  the  minister's  Grovernment,  as  re- 
quested by  the  governor  of  the  Zone.  In  due  time  the  United  States 
stamps  were  received.  Later  the  minister  was  asked  for  a  statement 
of  account  so  that  the  bill  could  be  paid;  it  was  furnished  and  the 
incident  was  closed. 

There  was  not  only  no  objection  offered  against  the  installation  of 
the  United  States  postal  system,  but  the  Government  of  Panama  ma- 
terially assisted  the  United  States  authorities  in  installing  it.  Nor 
has  there  been,  up  to  the  present  time,  anv  objection  raised  to  the 
course  that  was  pursued,  save  that  the  ifnited  States  minister  to 
Panama  has  furnished  a  copy  of  an  official  memorandum  dated  the 
27th  of  July,  transmitted  to  him  by  letter  from  the  minister  of  for- 
eign affairs  of  Panama,  in  which  memorandum  is  the  assertion  that 
"  excluding  from  the  Zone  the  postal  tariff  and  postage  stamps  of 
Panama  is,  to  say  the  least,  improper." 

The  foregoing  citations  and  quotations  from  official  documents 
show  that  in  man}^  instances  the  minister  of  foreign  relations  has 
officially  used  the  word  ceded  and  cCvSsion  in  referrmg  to  the  grant 
by  Panama  of  the  Canal  Zone,  and  twice  in  the  agreement  in  question 
the  word  ceded  is  used  when  referring  to  the  said  grant,  which  has 
in  recent  communications  been  spoken  of  as  a  lease  or  a  franchise. 

The  secretary  of  government  and  minister  of  foreign  relations  for 
the  Republic  of  Panama,  and  also  the  attorney-general  of  the  Repub- 
lic, found  no  difficulty  on  June  17  in  conceding  to  the  United  States 
exclusive  jurisdiction  over  a  channel  or  right  of  way  through  the 
harbor  adjacent  to  Colon — that  is  to  say,  a  strip  of  said  harbor  of 
imdetermined  length,  which  can  not  be  less  than  a  half  mile  and 
having  the  specified  width  of  G60  meters;  but  these  gentlemen  now 
claim  for  their  Government  that  the  United  States  has  nowhere  in 
the  Zone  more  than  a  partial  dominion,  sovereignty,  or  jurisdiction. 

The  same  minister  of  foreign  affairs  on  the  lYth  day  of  June,  1904, 
instructed  the  officials  who  had  been  administering  the  local  govern- 
ment of  the  Zone  that  they  would  cease  their  functions,  because  the 
districts  they  had  been  governing  "  had  been  separated  from  the 
national  territory." 

On  February  i  the  committee  of  the  provisional  government,  or  the 
"  Junta  de  Gobierno  "  as  it  is  usually  called,  requested  the  minister 
of  the  United  States  to  Panama  to  communicate  to  his  Government 


INVESTIGATION   OP   PANAMA   CANAL   MATTERS.  2343 

the  hope  that  the  fiscal  system  of  the  United  States  in  the  Zone  might 
be  harmonized  with  that  of  the  Bepublic,  and  that  liquors  and  to- 
baccos might  be  declared  as  not  necessary  or  convenient  for  the  offi- 
cers and  laborers  employed  in  work  on  the  canal,  so  furnishing  a 
clear  recognition  of  the  right  and  power  of  the  United  States  to 
make  any  desired  disposition  for  taxation  in  the  Canal  Zone,  a  re- 
quest that  was  repeated  on  more  than  one  occasion  to  the  governor 
and  other  members  of  the  Canal  Commission  by  the  President  of  the 
Republic  and  his  minister  of  foreign  affairs. 

It  should  not  be  forgotten  that  Mr.  Arias,  now  secretary  of  for- 
eign affairs,  was  a  member  of  the  provisional  "  junta  "  that  was  re- 
sponsible for  the  special  memorandum  for  the  American  Minister 
Buchanan. 

Again  it  is  seen  that  President  Amador  personally  addressed  the 
governor  in  writing,  notifying  him  of  the  fact  that  the  national  as- 
sembly had  given  him  power  to  increase  or  decrease  import  duties  and 
taxes  in  accordance  with  these  the  United  States  might  levy  in  the 
Zone.     • 

Finally  the  minister  of  justice  of  the  Republic  refers  an  unfinished 
judical  proceeding  to  the  governor  of  the  Zone  because  of  the  trans- 
fer of  sovereignty  of  the  territory  where  a  crime  had  been  committed, 
that  was  the  subject  of  the  judicial  proceeding. 

The  correspondence  that  ensued  between  the  minister  of  foreign 
relations  of  Panama  and  the  governor  of  the  Zone  was  voluminous, 
and  much  of  it  would  be  irrelevant  in  a  report  of  this  nature.  A 
few  of  the  more  important  communications  are  here  noted  and  will 
be  found  in  the  appendix. 

On  July  16  the  captain  of  the  port  of  Panama  informed  the  agent 
of  one  of  the  steamship  companies  plying  to  Panama  that  any  of  his 
vessels  failing  to  comply  with  the  port  formalities  exacted  by  the 
Government  of  the  Republic  would  do  so  under  penalty  of  a  fine  and 
the  liability  of  being  excluded  from  the  waters  of  the  Republic;  also, 
that  no  vessel  dispatched  to  the  port  of  Panama  could  make  use  of 
the  waters  of  the  said  port  without  complying  with  the  formalities 
referred  to  and  asking  why  the  agency  of  the  company  changed  the 
destination  of  a  consignment  of  merchandise  by  delivering  it  at 
Ancon  when  it  is  consigned  to  Panama. 

On  August  1  the  American  minister  to  Panama  furnished  the  gov- 
ernor with  a  copy  of  a  protest  by  the  Panama  Government  against 
the  attitude  and  acts  of  the  Canal  Zone  authorities  in  the  matter  of 
opening  the  ports  of  Ancon  and  Cristobal,  and  later  in  August  a  copy 
of  a  memorandum  from  the  minister  of  foreign  relations,  dated  Jmy 
27,  was  received  from  the  American  minister. 

Since  the  minister  of  foreign  affairs  of  the  Republic,  in  his  letter 
of  protest  of  July  28,  on  behalf  of  his  Government,  expressed  the 
belief  that  the  opening  of  the  ports  of  Ancon  and  Cristobal  was  not 
in  obedience  to  orders  from  the  American  Government,  but  was  due 
rather  to  the  erroneous  interpretation  of  the  treaty  on  the  part  of 
the  authorities  of  the  Canal  Zone,  and  as  this  amounted  to  a  charge 
that  the  governor  of  the  Canal  Zone  had  acted  without  orders  from 
Iris  own  Government,  he  felt  called  upon  to  reply  to  the  unwarranted 
assertion  by  his  letter  of  August  2,  and  the  reply  of  Mr.  Arias  of 
August  27  will  also  be  found  in  Appendix  F. 
p  c— VOL  .v-(i6 26 
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On  July  15  the  governor  received  instructions  from  the  chairman 
of  the  Canal  Commission,  desiring  him  to  confer  with  the  authori- 
ties of  the  Republic  to  see  if  some  plan  for  the  use  of  the  Panaman 
anchorage  could  not  be  reached,  also  directing  that  La  Boca  should 
be  considered  as  within  the  Zone ;  also  to  endeavor  to  make  a  tempo- 
rary arrangement  of  the  port  question.  The  interview  was  had, 
but  the  minister  of  foreign  affairs  said  that  since  the  governor 
was  required  to  still  continue  to  enter  and  clear  vessels  at  La  Boca, 
It  was  not  thought  best  to  enter  into  a  discussion  of  that  question 
or  adopt  a  provisional  agreement.  To  the  governor's  question  as  to 
the  willingness  of  the  minister  to  discuss  the  question  of  reciprocal 
trade,  he  replied  that  the  Republic  denied  that  the  United  States 
had  any  rignt  to  take  any  measures  respecting  international  trade, 
and  that  there  was  no  occasion  to  have  any  understanding  on  that 
subject. 

Early  in  September  the  American  minister  to  Panama  furnished 
the  governor  of  the  Zone  with  a  copy  of  a  dispatch  dated  August 
11,  fiom  the  Panaman  minister  to  the  United  States  to  the  Secretary 
of  State  of  the  United  States  in  Washington,  in  which  the  position 
of  Panama  on  the  questions  pending  between  the  two  countries  re- 
specting ports,  customs,  taxation,  and  posts  are  very  fully  stated. 

If  this  document  is  read  in  connection  with  the  memorandum  of 
Minister  Arias,  dated  July  27,  the  position  of  the  Government  should 
be  very  clear.  There  is  one  discrepancy  between  the  two  officers  of 
rhe  same  Government — Mr.  Obdalia  admits  that  the  United  States 
may  maintain  a  postal  system  in  the  Zone  for  purely  local  purposes, 
but  may  not  presume  to  send  and  receive  mail  to  and  from  foreign 
countries,  while  Mr.  Arias  claims  that  to  have  displaced  the  Panaman 
postal  svstem  and  postage  stamps  from  the  Zone  '"  was  very  improper, 
to  say  the  least." 

The  points  of  objection  raised  by  these  two  officials  are  assembled 
for  convenient  reference  in  the  following  synopsis  of  the  statements 
and  arguments: 

POINTS  OF  MR.  ARIAS'S  PROTEST  JULY  27. 

(P.  2.)  Panama,  when  approving  the  canal  treaty  of  the  18th  of 
November,  1903,  observed  with  pleasure  that  the  United  States  had 
waived  in  favor  of  the  Republic  of  Panama  that  which  was  neither 
needed  by  the  United  States  nor  by  the  canal  enterprise,  but  which, 
for  the  Republic,  constitutes  the  most  eflFective  guaranty  of  its  exist- 
ence— the  fiscal  and  economical  sovereignty  within  and  without  the 
Zone. 

(P.  3.)  It  is  the  opinion  of  the  undersigned  that  the  citizens  of 
Panama  and  Colon  and  the  ports  adjacent  thereto  are  separate  and 
distinct  from  the  Canal  Zone,  virtually  leaving  the  Zone  without 
jurisdictional  ports. 

(P.  4.)  The  Republic  claims  the  acknowledgment  of  its  economical 
and  fiscal  sovereignty  within  the  Canal  Zone,  not  alone  because  it 
considers  the  Government  as  having  been  vested  with  that  right, 
according  to  the  treaty,  but  for  the  more  potent  reason  that  its  future 
and  its  existence  depends  upon  it.  Panama  ♦  *  *  will  stead- 
fastly claim  all  that  has  been  by  it  clearly  reserved  and  will  yield 
nothing  that  it  has  not  expressly  surrendered. 
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(P.  4.)  The  sovereign  right  of  levying  taxes  within  the  Zone  does 
not  appear  to  have  been  surrendered  to  the  United  States  by  any  of 
the  stipulations  of  the  treaty.  That  right  is  implicitly  acknowledged 
by  Articles  X  and  XIII  of  the  treaty,  wherein  are  specified  the  goods 
that  can  not  be  subject  to  be  taxed.  It  follows  that  other  effects  are 
liable  to  taxation.  In  other  words,  national  taxes  and  contributions 
take  effect  in  the  Zone  in  so  far  as  not  expressly  excepted  by  said 
Articles  X  and  XIII. 

(P.  4.)  Excluding  from  the  Zone  the  postal  tariff  and  postage 
stamps  of  Panama  is,  to  say  the  least,  improper. 

POINTS  IN  MR.  OBALDIa's  DISPATCH  Or  AUGUST  11. 

(P.  1.)  The  agreement  concerning  the  isthmian  canal  does  not 
imply  cession  of  territory  and  absolute  transfer  of  sovereignty. 

(P.  1.)  The  legal  relation  *  *  *  would  be  that  wnich  exists 
between  a  lessor  and  a  lessee. 

(P.  5.)  Authority  is  conferred  on  tte  United  States  of  estab- 
lishing in  the  Zone  a  restricted  judicial  power. 

(P.  5.)  The  treaty  stipulates  that  the  United  States  shall  possess 
the  land  and  exercise  in  it  rights,  powers,  and  authority  over  the 
Zone  conceded  to  it  by  the  Republic  of  Panama  as  if  it  were  sovereign 
in  the  territory,  but  this  expression  implicitly  conveys  the  idea  that 
it  is  not  sovereign. 

(Pp.  5  and  6.)  From  the  stipulation  contained  in  Articles  X  and 
XIII  it  is  declared  that  Panama  preserves  the  right  to  levy  contribu- 
tions on  property  of  persons  not  comprised  in  the  list  contained  in 
these  articles. 

(P.  7.)  If  there  should  exist  any  discrepancy  between  the  terms 
of  the  third  article  and  the  above  reasoning  it  is  obvious  that  the 
subsequent  provisions  should  prevail,  because  they  are  more  specific 
and  more  clear,  and  because  they  are  more  in  conformity  than  that 
one  with  the  remaining  clauses  of  the  treaty  and  with  the  external 
policy  of  the  United  States  with  regard  to  Central  and  South  Amer- 
ican nations. 

(P.  9.)  The  idea  of  the  contracting  parties  is  obscure  in  everything 
relating  to  these  delicate  questions  of  dominion  and  sovereignty,  but 
the  conclusion  is,  however,  justified  that  the  two  countries  exercise 
conjointly  the  sovereignty  over  the  Canal  Zone.  In  the  cases  ex- 
pressly specified  in  the  treaty  the  use  of  such  right  belongs  to  the 
Uniteii  States  by  virtue  of  delegation  from  the  Republic  of  Panama, 
but  in  respect  of  all  other  matters  not  mentioned  the  rights  of  the 
Republic  remain  unaltered  and  complete. 

(P.  7.)  Such  a  situation  necessitates  the  conclusion  of  an  explan- 
atory convention,  and  this  Panama  proposes. 

(P.  8.)  The  establishment  of  a  port  and  its  opening  to  commerce 
is  a  right  inherent  in  the  sovereign.  The  United  States  does  not 
enjoy  absolute  sovereignty,  and  such  authority  does  not  reside  in  the 
United  States. 

(P.  9.)  The  port  of  Panama  includes  the  whole  coast  that  sur- 
rounds the  city,  the  neighboring  islands,  and  all  the  waters  that  wash 
the  port  of  the  Canal  Zone.  This  power,  like  that  relative  to  the 
ports,  is  vested  in  the  sovereign  of  the  territory,  and  the  United 
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States  does  not  possess  this  aI)soliite  sovereignty,  which  would  carry 
the  right  of  establishing  its  own  fiscal  system. 

(P.  11.)  It  has  never  entered  the  mind  of  either  party  [to  the 
treaty]  that  the  United  States  should  turn  the  Canal  Zone  into  a 
source  of  revenue  by  enforcing  high  customs  tariffs,  even  against  the 
Republic  of  Panama,  which  is  the  lord  of  the  territory,  and  still  holds 
over  it  rights  that  it  has  not  relinquished. 

(P.  11.)  If  any  customs  tariffs  can  be  established  at  the  ports  of 
Panama  and  Colon — that  is  to  say,  the  entrances  of  the  canal — on  the 
importation  of  articles  of  trade  destined  for  use  or  consumption  in 
the  Zone,  it  is  for  the  Republic  of  Panama,  and  not  the  United  States, 
to  do  so..  *  *  *  Any  importations  made,  not  by  the  United 
States,  but  by  persons  that  are  not  in  the  employ  of  the  canal,  may  be 
taxed  by  the  Republic  of  Panama. 

(P.  11.)  The  object  of  the  convention  is  not  the  cession  by  one 
party,  or  the  acquisition  by  the  other,  of  areas  of  territory  or  of  fiscal 
or  other  public  revenues. 

(P.  11.)  My  Government  holds  that  the  United  States  may  con- 
duct a  domestic  mail  service  within  the  Zone,  but  can  not  forward  to 
foreign  countries,  as  this  right  belongs  to  the  Republic  of  Panama. 

(P.  6.)  The  Rppublic  still  retains  part  of  its  judicial  powers  of  the 
Canal  Zone. 

From  these  declarations  it  is  easily  seen  that  the  Panama  Govern- 
ment does  not  willingly  accept,  or  linds  difficulty  in  adapting  herself 
to,  the  condition  of  affairs  that  has  come  about  through  her  own  act — 
a  condition  of  incapacity — "  to  the  exercise  by  the  Republic  of  Pan- 
ama of  any  such  sovereign  rights,  power,  or  authority,"  a  renuncia- 
tion w^hich  includes  all  the  rights,  power,  and  authority  within  the 
Zone  mentioned  and  described  in  article  11  of  the  canal  treaty, 
"  which  the  United  States  would  posses*^  and  exercise  if  it  were  tfiie 
sovereign  of  the  territor}\" 

Mr.  Arias  declares  that  the  Republic  has  not  parted  with  her  fisca.1 
and  economic  sovereignty  within  the  Zone,  and  will  steadfastly 
claim  the  right  to  exercise  the  same,  not  only  because  the  said  rights 
have  been  reserved  to  the  Republic,  but  because  "  its  future  and  its 
existence  depend  upon  it." 

The  United  States  Government,  bj'  its  legislative  measures  and  by 
the  dispositions  made  in  pursuance  with  the  statutes  and  by  its  orders 
to  the  governor  of  the  Canal  Zone,  has  apparently  proceeded  on  the 
basis  that  all  the  rights,  powers,  and  privileges  which  the  sovereign 
of  the  territory  could  possess  and  exercise  have  be^n  ceded  to  the 
United  States  by  Panama,  but  Mr.  Arias  considers  that  the  future 
and  the  very  existence  of  the  Republic  depend  upon  the  abandonment 
by  the  United  States  of  the  claim  that  such  delegation  of  power 
actually  resulted  from  the  canal  treaty. 

The  proofs  have  already  been  cited  in  this  presentation,  showing 
that  the  Government  of  Panama  was  formerly  of  the  same  opinion 
as  that  entertained  by  the  United  States  respecting  this  transaction, 
and  so  expressed  itself  through  its  constituted  authorities  on  many 
occasions  from  the  time  the  treaty  was  negotiated  down  to  the  early 
part  of  July  of  the  present  year. 

This  inference  is  deducible  from  the  treaty  itself,  from  the  opinion 
expressed  by  the  special  envoy  extraordinary  who  for  Panama  assisted 
in  the  making  of  the  treaty  and  signed  it,  as  to  the  meaning  intended 
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to  be  expressed  by  that  instrument  in  defining  "  the  harbors  adjacent " 
to  Colon  and  Panama,  and  from  the  official  utterances  of  its  Presi- 
dent, its  minister  of  foreign  relations,  its  Junta  de  Grobierno,  its 
National  Assembly,  and  minister  of  justice. 

That  the  condition  of  affairs  expected  to  result  from  the  cession 
would  be  analogous  to  that  which  exists  in  many  other  states  and 
provinces,  where  similar  acts  have  produced  similar  results,  is  nota- 
bly shown  by  the  following: 

In  1841  the  Sultan  of  Turkey  granted  to  the  Khedive  of  Egypt  all 
the  rights,  powers,  and  privileges  that  he  could  have  exercised  if  he 
was  sovereign  in  Egypt,  except  that  he  was  obligated  to  pay  to  the 
Sultan  an  annual  tribute  of  $3,750,000,  he  coidd  not  have  an  army  of 
more  than  18,000,  he  could  not  build  or  own  any  war  vessels  of  the 
type  of  battle  ship,  he  could  not  float  a  foreign  loan  without  the  Sul- 
tan's permission,  and  he  could  not  make  treaties  with  foreign  powers 
that  were  in  contravention  with  Turkish  political  treaties.  Yet  the 
nominal  sovereignty  remained  in  the  Sultan,  while  the  Khedive  was 
practically  an  absolute  monarch  in  Egypt. 

In  1878^  the  Sultan  of  Turkey  granted  to  the  Emperor  of  Austria 
the  entire  control  of  all  governmental  functions  in  the  Turkish  prov- 
inces of  Bosnia  and  Herzegovina,  and  all  the  rights,  powers,  and 
privileges  which  a  sovereign  could  exercise,  yet  the  nominal  sover- 
eignty of  these  two  provinces  still  remained  in  Turkey. 

In  1878  the  Sultan  of  Turkey  granted  to  Great  JBritain  all  the 
rights,  powers,  and  privileges  that. a  sovereign  could  exercise  in  and 
over  the  island  of  Cj'prus. 

In  1898  the  Emj^eror  of  China  granted  to  Great  Britain,  by  lease 
for  so  long  as  Eussia  should  remain  in  possession  of  the  Port  Arthur 
peninsula,  the  town  and  district  of  Weihaiwei.  Under  this  lease 
Great  Britain  exercises  all  the  rights,  powers,  and  privileges  that  a 
sovereign  could  exercise  in  the  said  town  and  district  of  Weihaiwei. 

In  1898  China  granted  to  Russia  for  the  period  of  twenty-five  years, 
with  right  of  extension,  all  rights,  powers,  and  privileges  that  a  sov- 
ereign could  exercise,  of  and  to,  the  Port  Arthur  promontory  and 
adjacent  territory. 

In  1898  China  granted  to  Germany,  by  lease  for  ninety-nine  years, 
all  the  rights,  powers,  and  privileges  which  a  sovereign  could  exer- 
cise, in  and  to  the  port  of  Kia-Chau  and  adjacent  territory. 

There  are  probably  other  instances  of  like  delegation  of  power 
equivalent  to  soverei^ty,  yet,  in  every  one  of  the  cases  cited,  the 
actual  nominal  sovereignty  is  still  in  the  Sultan  of  Turkey  in  the  one 
case  and  in  the  Emperor  of  China  in  the  other,  just  as  the  nominal 
sovereignty  of  the  Canal  Zone  is  still  in  the  Republic  of  Panama. 

A  door  is  open  into  which  Panama  may  enter  when  so  minded,  and 
so  secure  the  adoption  of  fiscal  and  economical  measures  that  will  pro- 
tect her  treasury,  secure  to  her  very  comfortable  fiscal  and  economical 
conditions,  if  not  sovereignty,  and  when  she  no  longer  repels  the 
tender  she  may  secure  an  arrangement  for  establishing  and  control- 
ling and  harmonizing  the  fiscal  systems  of  the  Republic  and  the  Zone, 
an  object  or  result  that  seems  to  have  been  earnestly  desired  by  the 
Government  of  the  Republic  a  few  weeks  ago. 

For  the  realization  of  its  herculean  task,  the  United  States  needs 
all  the  treaty  gives  it,  i.  e.,  all  the  rights,  powers,  and  privileges  that 
sovereignty  could  confer  within  this  narrow  strip  of  land  where  the 


2348  INVESTIGATION   OF   PANAMA   CANAL   MATTEES. 

interoceanic  canal  must  be,  and  no  part  of  such  authority  can  be 
properly  and  safely  relinquished.  Ocean  steamers  come  and  go  at 
Colon,  and  the  United  States  has  no  wish  or  thought  to  interfere 
with  them.  After  a  few  years  the  United  States  will  have  improved 
the  harbor  at  the  entrance  to  the  canal,  already  available  for  small 
steamers,  and  where  the  trade  and  commercial  movement  should  be 
as  untrammeled  as  it  is  now  at  C!olon. 

The  Zone  authorities  have  not  interfered  with  and  will  not  molest 
the  ocean  steamers  that  use  the  old  harbor  of  Panama,  but  the  United 
States  should  not  tolerate  any  interference  with  similar  vessels  that 
make  use  of  the  harbor  owned  absolutely  as  property  of  the  United 
States,  and  which  is  within  United  States  jurisdiction  by  agreement 
with  Panama.  Can  the  United  States  permit  Panama  customs  offi- 
cials to  dictate  her  customs  and  port  measures  within  the  harbor  of 
Ancon? 

After  the  necessities  of  the  United  States  for  land  for  canal  pur- 
poses are  better  known  it  will  probably  be  found  that  considerable 
areas  of  agricultural  land,  now  in  the  Zone,  can  be  receded  to  Panama, 
for  it  is  understood  that  the  United  States  does  not  wish  to  control 
an  acre  of  territory  that  is  not  essential  for  canal  purposes. 

According  to  the  opinion  of  the  Panama  minister  of  foreign  affairs, 
the  postal  system  of  the  Republic  was  wrongly  displaced.  The  Gov- 
ernment of  the  United  States  can  hardly  assent  to  this  proposition, 
nor  that  letters  going  and  coming  across  the  ocean  must  be  passed 
through  Panama  post-offices.  For  example,  are  the  employees  of  the 
canal  from  the  United  States  to  be  required  to  affix  to  their  letters  to 
friends  and  relatives  at  home  the  Panama  10-cent  silver  stamp  instead 
of  the  2-cent  United  States  stamp? 

A\Tien  an  agreement  is  reached  respecting  the  control  of  interstate 
trade  (Zone-Republic)  on  the  principles  of  reciprocity  of  advantage 
or  favor,  goods  will  freely  pass  in  bond  through  the  ports  of  the 
Republic  to  the  Zone  and  through  the  ports  of  the  Zone  to  the  Re- 

Eublic.  The  customs  tariff  or  commercial  taxes  in  the  Zone  should 
e  such  that  all  importations  of  liquor,  tobacco,  etc.,  will  come  in 
through  the  Republic's  ports  exclusively,  while  the  Republic  should 
so  lower  her  "  impuesto  comercial  "  that  the  products  of  the  United 
States,  other  than  liquor  and  tobacco,  may  come  into  the  Republic 
and  the  Zone  and  enter  into  use  or  be  consumed,  paying  a  very  small 
tax,  if  any  at  all. 

That  the  people  of  Panama  may  consider  thit  the  trade  and  busi- 
ness of  the  Zone,  so  confidently  counted  upon,  is  essential  to  their 
prosperity  and  necessary  to  the  realization  of  their  dreams  of  ex- 
ploitation, is  well  illustrated  by  a  provision  of  the  gambling  con- 
cession referred  to  below,  and  by  the  claim  presented  and  arguments 
in  support  of  it  by  the  grantee  for  the  existing  lottery  concession. 

The  gambling  concession  (a  copy  of  which  has  been  published  in 
the  Official  Gazette  of  the  Government)  was  granted  on  January  4, 
1902,  by  the  governor  of  the  department  of  Panama  to  Mr.  Charles 
E.  Pratt,  an  American.  The  grantor  was  the  governor,  Alban.  a 
Colombian  general  then  exercising  the  functions  of  the  chief  execu- 
tive of  the  department  (now  Republic)  of  Panama,  who  a  few 
months  later  was  killed  in  a  revolution.  Adolfo  Aleman,  a  Pan- 
aman,  was  his  secretary  of  finance. 
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The  amount  agreed  to  be  paid  annually  for  three  years  for  the 
exclusive  privilege  of  operating  gambling  establishments  throughout 
the  country  or  of  subletting  the  privilege  was  $51,000.  The  last  part 
of  section  111  of  the  concession  is  as  follows: 

"  In  case  the  Government  of  the  United  States  of  America,  or  any 
respectable  companv  or  enterprise  of  a  formal  and  permanent  char- 
acter, undertakes  the  intei*oceanic  canal  works,  the  employment  of 
4,000  laborers  and  employees  on  the  said  works  being  considered  as 
giving  to  the  companies  such  a  character,  the  grantee  undertakes  to 
pay  to  the  government  the  sum  of  $75,000  over  and  above  the  sum 
stipulated  to  be  paid  for  the  gambling  privilege,  or  he  shall  cede  to 
the  government,  at  its  option,  three-fourths  of  the  amount  of  net 
benefits  received  from  these  establishments  in  the  Province  of  Pan- 
ama, to  take  effect  on  the  day  on  which  the  canal  works  are  recom- 
menced." 

The  Government  promised  the  timely  support  of  the  police  for  the 
preservation  of  order,  to  facilitate  which  the  games  were  required  to 
be  carried  on  in  places  of  easy  access  to  the  police  and  Government 
agents,  but  not  to  be  visible  from  the  street.  The  grantee  renounced 
his  right  to  claim,  by  judicial  process,  the  recovery  of  gambling  debts 
by  minors,  soldiers,  and  public  employees.  He"  also  agreed  hot  to 
have  recourse  to  diplomatic  assistance  in  differences  or  disputes  re- 
garding the  interpretation  of  or  compliance  with  the  conditions  of 
the  contract.  The  grantee  to  be  held  to  pay  the  full  amount  agreed, 
no  matter  what  may  be  the  condition  as  to  peace  or  disorder.  While 
the  then  existing  state  of  war  C9ntinued  the  gambling  shops  were  to 
be  closed  at  10  p.  m. 

This  contract  is  still  in  force,  and  the  stipulated  payments  continue 
to  be  made  to  and  are  received  by  the  treasurer-general  of  the  Re- 
public of  Panama.  The  amount  reported  as  received  into  the  central 
treasury  since  August  1  is  $19,125  silver. 

On  the  24th  of  October,  1883,  there  was  granted  to  a  company  to  be 
organized  by  the  grantee  the  exclusive  privilege  of  conducting  lottery 
drawings  in  what  is  now  the  Republic  of  Panama  for  the  period  of 
twenty-five  years,  to  date  from  January  1,  1884.  The  number  of 
drawings  to  be  held  each  month  or  each  year  is  not  specified.  The 
number  of  tickets  for  each  drawing  was  required  to  be  one  or  ten  or 
one  hundred  thousand,  as  the  management  decided,  and  it  was  re- 
quired that  at  least  64  per  cent  of  the  value  of  the  tickets  which  com- 
prise the  drawing  be  paid  out  as  prizes.  Four  per  cent  of  the  value  of 
all  the  tickets  in  each  drawing  was  to  be  paid  into  the  treasury,  and 
3  per  cent  of  the  value  of  the  tickets  was  also  to  be  paid  over  to  the 
general  treasury  to  be  shared  by  the  asylums  and  nospitals  of  the 
countrv.  All  the  officials  who  took  part  in  the  making  of  the  contract 
were  Panamanians.  The  grant  was  ratified  at  l3ogota  by  the  offi- 
cials of  the  Government  oi  the  Republic  of  Colombia. 

On  June  3, 1901,  the  period  of  the  grant  was  extended  for  ten  years 
in  consideration  of  a  cash  payment  of  $100,000  (silver),  and  the  date 
of  expiry  of  the  present  monopoly  is  December  31, 1918. 

Recently  the  grantee  under  the  original  contract,  who  is  now  the 
manager  of  the  lottery  company,  made  a  claim  against  the  Republic 
in  the  sum  of  $3,750,000  (silver)  for  indemnification,  because  the 
United  States  authorities  in  the  Zone  had  enacted  laws  prohibiting 
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the  holding  of  lotteries  and  the  sale  of  lottery  tickets.  In  his  appeal 
to  the  President  of  the  Republic  appears  the  following  statement: 

"  So  that  your  excellency  may  appreciate  the  magnitude  of  the 
damage  caused,  I  make  bare  the  following:  Now,  there  are  only  a 
few  laborers  working  on  the  line  of  the  canal,  and  the  enterprise  pays 
to  the  Government  the  percentage  corresponding  to  it,  amounting  to 
$83,000  annually,  and  gains  a  net  profit  of  $160,000  annually,  it  be- 
ing easy  to  deduct  that  when  the  number  of  laborers  is  increased  and 
the  work  on  the  canal  is  in  full  blast.  The  net  profit  of  the  enter- 
prise should  be  from  $800,000  to  $1,000,000,  and  the  proportion  per- 
taining to  the  Government  from  $400,000  to  $500,000.  Now 
that  the  drawings  are  reduced  to  fifty-two  (52)  annually,  the  propor- 
tion of  the  Government  will  be  $41,000,  and  the  net  profit  of  the 
enterprise  $80,000.  I  am  in  a  position  to  prove  that  during  the  years 
1887  and  1888  the  enterprise  earned  more  than  $600,000." 

Recently  the  Isthmian  Canal  Commission  enacted  a  law  making  the 
holding  of  a  lottery  or  the  sale  of  lotterj'^  tickets  in  the  Canal  Zone  a 
crime,  punishable  with  fine  or  imprisonment  or  both,  and  a  similar 
law  forbidding,  and  providing  a  similar  punishment  for  gambling. 

Several  arrests  have  been  made  for  violation  of  these  laws,  and  the 
trials  will  soon  take  place  before  the  circuit  court,  which  has  recently 
been  created.  In  one  of  the  cases  habeas  corpus  proceedings  were 
had,  but  the  judge  denied  the  petition  and  held  the  accused  for  trial. 
In  the  hearing  of  the  petition  the  plea  was  set  up  that  the  United 
States  is  not  sovereign  in  the  Zone,  and  therefore  not  competent  to 
interfere  with  the  holder  of  a  franchise  which  was  regularly  granted 
by  the  sovereign  power,  of  which  power  the  Republic  of  Panama  is 
the  regular  and  legal  successor. 

THE  PRESENT  SITUATION. 

In  response  to  an  invitation  of  the  American  minister  to  Panama, 
the  undersigned  prepared,  the  last  of  July,  a  scheme  for  a  modus 
Vivendi,  which  was  submitted  by  Mr.  Barrett  to  Mr.  Arias,  but  was 
not  accepted  formally,  although  the  entrance  and  clearance  of  ves- 
sels is  now  being  managed  practically  in  conformity  with  the  prin- 
ciples stated  in  this  draft. 

Notwithstanding  the  numerous  assertions  to  the  contrary,  the 
authorities  of  the  United  States  have  not  to  the  prasent  moment  col- 
lected any  customs  duties  whatever  in  the  Zone.  The  fear  that  goods 
imported  by  Panama  merchants  would  be  held  for  duties  passing 
from  tiie  Zone  port  of  Ancon  to  the  territory  of  the  Republic  have 
not  been  realized,  and  the  goods  are  handled  now  just  as  before  the 
signing  of  the  treaty.  Goods  imported  into  the  Zone  from  the  cities 
or  Panama  and  Colon  that  have  been  already  taxed  as  if  for  con- 
sumption in  the  Republic  are  not  impeded  in  any  w^ay  by  the  tax  col- 
lectors of  the  Zone.  The  functions  of  the  Panama  Railroad  as  an 
international  transit  route  are  performed  as  before.  Goods  destined 
for  Pacific  ports  or  coming  thence  bound  for  Atlantic  ports,  beyond 
the  Isthmus  in  both  cases,  are  moving  as  usual,  but  the  railroad 
people  decline  to  issue  bills  of  lading — for  merchandise  bought  in  the 
United  States,  for  example — through  to  destination  in  the  Zone,  and 
as  a  necessary  result  the  tax  collectors  of  the  Republic  at  Colon  le^ 
on  these  goods  when  landed  at  the  Panama  port  above  named.    This 
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is  entirely  wrong,  and  representations  have  been  made  to  the  rail- 
road company,  which,  it  is  hoped,  will  result  in  a  change,  so  that  the 
goods  coming  to  Empire,  for  example,  from  New  York,  will  be  passed 
m  bond  through  the  port  of  debarkation  in  Colon  the  same  as  is  done 
at  La  Boca  with  respect  Jto  goods  destined  for  the  Panaman  port  of 
Panama. 

There  have  not  as  yet  been  any  importations  of  merchandise  for 
private — i.  e.,  nonofficial — use  and  consumption  at  Christobal  or  Aji- 
con,  but  no  doubt  there  soon  will  be  some  commercial  business  of 
this  sort.  The  population  of  the  Zone  is  so  small  and  their  wants  so 
few  that  the  business  will  continue  to  be  insignificant  for  some  time 
to  come. 

Mention  has  already  been  made  of  the  fact  that  Panama  imposes 
«in  export  tax  of  1  cent  per  bunch  on  all  bananas  shipped  from  Colon, 
and  this  is  applied  rigorously  to  a  production  of  the  Canal  Zone. 
The  fruit  is  forwarded  on  through  bills  of  lading  from  points  of 
production  in  the  Zone  to  New  York,  yet  the  authorities  of  the  Re- 
public impose  the  tax.  This  matter  has  just  teen  made  the  subject 
of  an  official  complaint  by  a  producer  and  shipper  and  it  will  be 
brought  to  the  attention  of  the  Panama  Government  in  the  hope  that 
the  tax  will  be  abated  as  soon  as  the  facts  are  known. 

The  mail  service  of  the  Zone  is  satisfactory  and  very  few  com- 
plaints are  heard.  The  home  rate  of  2  cents  per  ounce  prevails 
within  the  Zone  and  between  the  Isthmus  and  the  United  States,  but 
if  a  letter  from  the  United  States  vrith  such  a  stamp  chances  to  reach 
a  Panaman  post-office,  and  quite  a  number  do,  the  letter  is  stamped 
with  short-paid  postage  at  double  the  unpaid  rate;  while,  on  the 
other  hand,  any  letters,  evidently  intended  for  the  inhabitants  of  the 
cities  of  Panama  and  Colon,  chance  to  be  sent  erroneously  to  the 
Zone  post-office,  all  such  letters,  without  any  charge  for  short  postage, 
are  sent  to  the  proper  Panaman  post-office.  So  far  the  Zone 
postal  service  has  been  self-sustaining,  but  no  payment  is  made  for 
ccean  steamship  or  railway  mail  conveyance.  The  penalty  envelope 
in  use  in  the  United  States  is  also  used  by  public  officials  of  the 
United  States  in  the  Zone. 

A  considerable  revenue  has  been  derived  by  the  national  Govern- 
ment of  the  Republic  from  the  use  of  stamped  paper.  The  law  re- 
quiring the  use  of  such  paper  in  many  kinds  of  legal  documents  was 
in  force  in  the  Zone,  and  it  became  necessary  for  the  authorities  to 
provide  the  paper  or  the  stamps.  Resort  was  had  to  the  Government 
of  Panama,  a.s  in  the  case  of  the  postage  stamps,  and  the  minister  of 
foreign  relations  very  kindly  supplied  the  paper  desired,  the  same 
being  overprinted  (surcharged)  with  the  words  "  Canal  Zone  "  so 
as  to  make  the  paper  useless  elsewhere. 

In  the  administration  of  the  territory  within  the  United  States' 
control  on  the  Isthmus  certain  conditions  are  met  with  that  are  en- 
tirely different  to  any  hitherto  encountered  in  any  possession  which 
the  United  States  has  been  called  upon  to  govern,  and  these  imusual 
conditions  increase  to  a  larger  degree  the  difficulties  or  work  of  ad- 
ministration. In  the  Philippines,  in  Guam,  in  Cuba,  and  in  Porto 
Rico  there  was  no  sovereign  power  claiming  to  exercise  joint  control 
with  the  United  States  in  respect  to  any  function  of  government. 

The  conditions  her^  respecting  administration  that  constantly 
confront  the  governor  are  such  as  to  mulitply  many  times  the  burden 
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of  labor  and  responsibility  beyond  what  they  should  be  for  a  popula- 
tion hundreds  or  even  thousands  of  times  greater  than  that  occupy- 
ing the  Zone,  and  the  reason  is  that  this  canal  strip,  with  its  bagatelle 
of  natives  and  a  negro  population,  occupies  to-day  a  position  of 
unique  importance  politically  and  industnelly.  Within  the  strip  a 
government  is  being  organized  for  the  10,000  natives  and  foreigners 
now  here  and  for  the  expected  accession  thereto.  This  would  be  a 
very  easy  matter  if  it  were  not  for  the  fact  that  the  Government  out- 
side that  narrow  zone  of  land  is  one  between  which  and  our  own  there 
are  and  will  be  for  a  long  time  many  differences,  some  friction,  and 
much  correspondepce. 

The  people  who  live  on  the  Isthmus,  and  many  more  adventurers 
to  arrive,  expect  and  intend  to  exploit  the  canal  finances  and  work- 
ings, ail  in  their  own  selfish  interest.  The  owners  of  the  gambling 
and  lottery  privileges,  and  this  includes  a  very  large  part  of  the  lead- 
ing Panamans,  are  greatly  displeased  to  find  that  the  Americans 
are  proceeding  to  spoil  their  plans,  and  we  are  accordingly  disliked 
or  hated. 

The  Government  of  the  Republic  claims  that  she  continues  to  be 
the  real,  true  sovereign  in  the  Zone,  and  that  the  United  States  is  a 
vicarious  sovereign  simply,  and  that  only,  as  respects  certain  excava- 
tion and  sanitation  work  involved  in  digging  the  canal. 

This  state  of  affairs  has  already  produced  friction,  and  more  will 
probably  result.  It  adds  greatly  to  the  burden  of  work  thrown  on 
the  chief  executive  and  his  staff,  for  he  has  to  deal  with  many  per- 
plexing and  important  questions  for  which  there  are  no  precedents 
and  which  require  much  careful  thought  and  study. 

But  for  the  conflicting  laws  and  customs  of  the  two  Governments 
the  Canal  Zone  would  be  as  easy  to  administer  as  Gaum,  but  under  the 
present  conditions  it  is  not  so. 

If  the  position  taken  by  the  Government  of  Panama  is  to  prevail, 
then  there  will  be  no  place  here  for  an  official  called  a  governor.  The 
term  commissioner  or  agent  would  be  more  appropriate  if  the  United 
States  has  no  other  status  than  that  of  a  lessee  or  concessionaire. 

The  above  respecting  customs  tariff,  ports,  and  revenues  is  sub- 
mitted in  the  hope  that  it  may  have  some  value  as  a  side  light  or 
perspective. 

Attention  is  invited  to  the  report  of  the  collector  of  revenues  here- 
with, wherein  are  given  some  statistics  respecting  the  entries  and 
clearances  at  the  port  of  Ancon  for  the  quarter  ending  September  30, 
1904,  Appendix  I. 

Respectfully  submitted. 

Ancon,  Canal  Zone,  October  i,  190^, 


[TranBlatlon.] 

Letter  from  Sefwr  Don  J.  Domingo  de  Ohaldia  to  Hon.  John  Hayn 

Secretary  of  State. 

Legation  of  Panama, 
Washington^  August  11^  190i. 
Excellency:  I  have  received  instructions  from  my  Government  to 
take  before  your  excellency's  illustrious  Government  steps  looking 
toward  the  obtaining  of  a  "satisfactory  settlement  of  the  difficulties 
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which  have  unexpectedly  arisen  between  the  authorities  of  the  Re- 
public and  the  governor  of  the  Canal  Zone  owing  to  thc^  interpreta- 
tion given  bj'  the  latter  to  some  of  the  clauses  of  the  agreement  con- 
cerning the  isthmian  canal  concluded  between  the  two  countries  on 
November  18  last. 

There  are  several  points  on  which  a  difference  of  opinion  has  arisen, 
and  it  is  necessary,  nrst  of  all,  to  make  a  general  estimate  of  the  treaty 
as  a  whole,  in  order  to  apply  in  each  case  the  interpretation  which  is 
most  in  conformity  with  the  harmony  among  its  various  clauses,  most 
in  concord  with  previous  declarations  made  by  your  excellency's 
illustrious  Government,  and  most  suited  for  the  maintenance  of  the 
cordiality  which  has  existed  between  the  two  countries  since  my 
country  became  a  part  of  the  family  of  nations. 

As  an  indispensable  antecedent  of  the  Hay-Varilla  convention 
must  be  regarded  the  Hay-Herran  treaty,  concluded  January  22, 1903, 
approved  by  the  United' States  Senate,  and  rejected  by  the  Republic 
of  Colombia. 

Both  treaties  were  concluded  with  the  same  principal  object,  viz, 
to  facilitate  for  the  United  States  the  construction  of  a  ship  canal 
between  the  Atlantic  and  Pacific  oceans.  In  neither  case  was  it  the 
intention  of  the  high  contracting  parties  to  conclude  a  treaty  for  the 
cession  of  territory  or  for  the  absolute  renunciation  of  sovereignty 
on  the  part  of  either  of  them.  Your  excellency's  illustrious  Govern- 
ment, in  order  to  make  clear  before  the  world,  and  especially  before 
the  nations  of  Central  and  South  America,  the  real  object  of  the  nego- 
tiations which  resulted  in  the  conclusion  of  the  Hay-Herran  treaty, 
made  in  the  latter  the  formal  and  categorical  declaration  contained  in 
Article  IV,  which  reads  as  follows : 

"  The  rights  and  privileges  conceded  to  the  United  States  by  the 
terms  of  this  convention  shall  not  affect  the  sovereignty  of  the  Re- 
public of  Colombia  over  the  territory  within  whose  limits  such  rights 
and  privileges  are  to  be  exercised.  The  Government  of  the  United 
States  fully  recognizes  this  sovereignty  and  disclaims  any  intention  to 
minimize  it  in  any  manner  or  to  increase  its  own  territory  at  the  ex- 
pense of  Colombia  or  of  any  of  the  sister  republics  of  Central  and 
South  America ;  it  desires,  on  the  contrary,  to  strengthen  the  power 
of  the  republics  on  this  continent  and  to  promote,  develop,  and  pre- 
serve their  prosperity  and  independence.'" 

This  solemn  declaration,  made  in  a  public  document  of  the  most 
elevated  character,  as  is  a  treaty  among  nations,  involves,  in  the 
opinion  of  my  Government,  the  perpetual  promise  of  a  generous  and 
noble  line  of  conduct  on  the  part  of  the  United  States,  a  promise 
which  has  not  been  destroyed  by  the  fact  that  the  Hay-Herran  treaty 
no  longer  exists,  for  the  declaration  in  which  it  is  embodied  expresses 
the  purpose  of  following  a  frank  and  honest  policy,  accepted  and  con- 
firmed afterwards  by  the  Senate  of  the  United  States,  which  is  the 
highest  legislative  body  in  this  country.  This  declaration,  as  your 
excellency  knows,  had  for  its  object  the  removal  of  the  fear  existing 
in  the  American  republics  of  a  more  or  less  remote  absorption  by  this 
nation,  which  is  so  powerful  in  every  respect;  and  it  had  a  decisive 
influence  on  the  Government  of  my  country  in  causing  it  to  approve 
imreservedlv  and  without  modification  the  Varilla-Hay  convention. 

As  my  (rovernment  considers  that  this  solemn  and  spontaneous 
declaration  has  a  perpetual  and  definitive  character,  it  trusts  that  your 
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excellency's  illustrious  Government  will  interpret  the  a^eement  con- 
cerning the  isthmian  canal  in  the  manner  most  harmonious  and  con- 
sistent therewith,  and  in  this  conviction  I  will  now  lay  before  your 
excellency  some  other  more  specific  observations. 


The  agreement  concerning  the  istlmiian  canal  does  not  imply  cession 
of  territory  and  absolute  transfer  of  sovereignty. 

The  simple  reading  of  Article  IV  of  the  Hay-Herran  treatv,  which 
is  an  antecedent  of  inappreciable  value,  inasmuch  as  therein  is  ex- 
pressed the  intention  of  the  United  States  in  negotiating  with  Colom- 
bia, is  sufficient  to  establish  the  truth  of  the  proposition  which  I  have 
just  set  forth;  but  there  are,  besides,  powerful  reasons  to  sustain  it, 
deduced  from  the  Varilla-Hay  treaty,  which  is  identical  in  most  of  its 
clauses  with  the  Hay-IIerran  treaty.' 

In  effect,  as  I  have  had  the  honor  to  observe  to  your  excellency  be- 
fore in  this  same  note,  both  treaties  relate  to  the  concession  to  the 
United  States  of  the  use,  occupation,  and  control  of  certain  lands  and 
waters  in  order  to  facilitate  the  construction,  preservation,  exploita- 
tion, sanitation,  and  protection  of  a  maritime  canal  between  the  At- 
lantic and  the  Pacific.  This  is  the  principal  and  dominant  idea  in 
both  documents.  In  neither  of  them  was  there  used  any  expression 
implying  transfer  of  the  absolute  domain  over  the  territory,  much 
less  the  transfer  of  sovereignty. 

This  concession  might  have  been  made  by  Colombia  before  Novem- 
ber 3,  1903,  and  by  the  Republic  of  Panama  after  that  date  to  any 
legal  company  or  association  without  its  being  possible,  by  reason  of 
the  grant,  that  a  right  should  be  claimed  to  the  dominion  over  the 
strip  of  land  in  which  the  work  was  to  be  executed,  or  much  less  the 
exercise  of  absolute  sovereignty. 

The  legal  relation  in  this  supposed  case,  just  as  in  the  present  case, 
would  be  that  which  exists  between  a  lessor  and  a  Ifessee,  Owing 
solely  to  the  fact  that  the  lessee  is  another  republic,  there  may  t^ 
confusion  respecting  the  character  and  the  essence  of  the  contractual 
relations  created  by  the  agreement. 

If  the  intention  of  the  high  contracting  parties  in  either  of  the  two 
cases  to  which  I  have  just  referred  had  been  the  absolute  cession  of  the 
dominion  and  sovereignty  of  the  territory,  both  treaties  might  have 
been  reduced  to  two  articles,  one  specifying  the  thing  and  the  other 
expressing  the  price  of  sale ;  but  both  parties  understanding  that  this 
was  not  the  case,  and  satisfied  that  the  intention  was  otherwise,  they 
found  themselves  obliged  to  fix,  as  far  as  possible,  the  relations  be- 
tween the  lessor  and  the  lessee,  taking  into  account  the  peculiar  cir- 
cumstances of  that  highly  important  negotiation  and  the  necessities 
that  might  arise  owing  to  the  very  nature  of  the  work  which  was 
about  to  be  undertaken. 

Thus,  for  example,  inasmuch  as  the  enterprise  was  to  be  one  of  in- 
disputable utility,  in  which  were  to  be  invested  considerable  sums 
from  the  Federal  Treasury  of  the  United  States,  and  in  connection 
with  which  daily  controversies  might  arise  with  regard  to  the  work, 
would  it  have  been  wise  on  the  part  of  Colombia  nrst  and  Panama 
ofterwards  to  demand  absolute  jurisdiction  over  all  these  questions 
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and  to  claim  the  exclusive  power  to  settle  and  decide  them  when  one 
of  the  parties  was  a  foreign  nation? 

It  was  natural  that  some  provision  should  be  made  in  this  regard, 
and  hence  certainly  arose  the  idea  of  conferring  on  the  United  States 
(he  authority  of  establishing  a  restricted  judicial  power  in  this  Zone. 

In  the  ^^rilla-Hay  treaty  this  concession  was  broader  than  in 
the  Hay-Herran  treaty,  but  still  it  was  not  absolute. 

Article  III  of  the  Varilla-Hay  treaty,  the  only  one  treating  of  the 
rights  of  sovereignty,  stipulates  that  the  United  States  should 
(shall?)  posseas  and  exercise  the  rights,  power,  and  authority  which 
the  Republic  of  Panama  conceded  it  over  the  Zone,  as  if  it  were 
sovereign  in  the  territory;  but  this  expression  implicitly  conveys 
the  idea  that  it  is  not  sovereign,  and  although  in  the  final  part  of  the 
article  is  added  "  to  the  entire  exclusion  of  the  exercise  by  the  Repub- 
lic of  Panama  of  such  sovereign  rights,  power,  and  authority,"  these 
words,  which  are  in  obvious  contradiction  to  those  which  precede, 
must  be  interpreted  in  accordance  with  other  subsequent  articles  of 
the  agreement  which  demonstrate  the  real  intention  of  the  contract- 
ing parties. 

In  Article  VI,  for  instance,  the  property  rights  of  private  persons 
in  the  Zone  are  treated  of,  and  it  was  agreed  that  all  damages  caused 
by  reason  of  the  concessions  made  to  the  United  States  or  of  the  con- 
struction, preservation,  exploitation,  sanitation,  and  protection  of 
the  canal  and  its  auxiliary  works  should  be  investigated,  appraised, 
and  decided  upon  by  a  mixed  commission  appointed  by  the  two  coun- 
tries and  whose  decisions  should  be  final.  If  the  United  States  pos- 
sessed the  sovereignty  over  the  Zone  to  the  absolute  exclusion  of  the 
Republic  of  Panama,  this  clause  would  be  inexplicable. 

By  Article  X  the  Republic  of  Panama  obligates  itself  not  to  levy 
or  to  allow  to  be  levied  contributions  or  taxes  of  any  kind,  either 
national,  departmental,  or  municipal  on  the  canal  itself  or  on  the 
railroad  and  auxiliary  works  or  on  its  tugs  and  vessels,  nor  on  the 
employees,  workmen,  and  other  pei'sons  in  the  service  of  the  canal, 
of  the  railroad,  and  of  the  auxiliary  works;  but  from  this  stipulation 
it  is  deduced  that  it  does  preserve  the  right  to  le\7^  these  contribu- 
tions on  property  and  persons  not  comprised  in  the  exception. 

According  to  Article  XII  the  Republic  of  Panama  is  obliged  to 
permit  the  immigration  and  free  access  to  the  lands  and  workshops 
of  the  canal  and  of  its  auxiliary  works  of  all  employees  and  work- 
men of  whatever  nationality  who  may  arrive,  either  already  con- 
tracted for  or  in  search  of  work,  and  it  obligates  itself  to  consider 
them  as  exempt  from  military  service. 

In  conformity  with  Article  XIII  the  United  States  may  import 
into  the  Zone  and  the  auxiliary  lands  of  the  canal  free  of  duty  on 
the  part  of  the  Republic  of  Panama,  all  kinds  of  ships,  dredj^es, 
machines^  etc.,  necessary  and  suitable  for  the  construction,  exploita- 
tion, sanitation,  and  protection  of  the  canal,  as  well  as  everything 
necessary  for  the  laborers,  employees,  and  their  families.  The  same 
observation  should  be  made  regarding  this  article  as  I  made  with 
regard  to  Article  X. 

Finally  it  was  agreed  between  the  parties,  according  to  Article 
XIII,  that  the  United  States  should  enjoy  the  right  to  employ  its  own 
land  and  naval  forces  for  the  protection  of  the  railroad,  the  canal, 
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and  its  auxiliary  works,  and  that  it  might  construct  fortifications  for 
this  purpose. 

As  is  deduced  from  these  stipulations  contained  in  clauses  subse- 
quent to  Article  III,  and  all  in  clear,  precise,  peremptory  terms,  the 
Kepublic  of  Panama  still  preserves  part  of  the  judicial  power  of  the 
Canal  Zone.  She  has  pledged  herself  to  permit  the  entry  into  the 
Canal  Zone  of  certain  immigrants,  which  implies  that,  if  the  clause 
did  not  exist,  she  could  prevent  it.  She  has  obligated  herself  not  to 
levy  contributions  on  the  canal  or  its  auxiliary  works,  etc.,  which 
demonstrates  that,  if  it  were  not  for  the  special  renunciation  contained 
in  the  article,  she  would  preserve  the  sovereign  right  to  levy  them. 
She  has  agreed  to  admit  the  introduction  into  the  Zone,  free  of  im- 
port duties,  of  all  articles  necessary  for  the  canal,  the  auxiliary  works, 
and  the  employees  thereof,  an  ooligation  which  can  only  be  con- 
tracted by  one  having  the  authority  and  right  to  levy  such  taxes. 
Finally,  she  has  authorized  the  United  States  to  use  its  land  and! 
naval  forces  in  case  they  should  be  necessary  for  the  protection  of  the 
canal,  which  necessarily  implies  that,  if  this  clause  did  not  exist,  the 
United  States  would  not  have  such  authority. 

None  of  the  stipulations  which  I  have  enumerated  would  have  any 
raison  d'etre  if  the  Republic  of  Panama  had  renounced  the  dominion 
over  the  Zone  and  her  rights  of  sovereignty  absolutely.  But  her  in- 
tention never  was  to  renounce  these  rights,  nor  was  it  the  purpose  of 
the  United  States  to  acquire  them,  for  the  latter,  quite  to  the  contrary, 
has  declared  that  it  does  not  wish  to  increase  its  territory  at  the  ex- 
pense of  Colombia  or  of  any  other  republic  of  Central  or  South 
America,  and  there  is  nothing  to  justify  the  most'  remote  suspicion 
that  this  declaration  is  not  sincere. 

In  public  treaties  the  existence  of  useless  or  contradictory  clauses 
can  not  be  admitted.  Those  which  appear  useless  must  be  inter- 
preted in  such  a  manner  as  to  produce  some  effect,  and  those  which 
are  contradictory  should  be  interpreted  by  taking  into  account  the 
tenor  of  the  last  ones,  for  it  is  ta  be  supposed,  as  Woolsey  says,  that 
these  express  the  last  idea  or  thought  of  the  parties. 

If  there  should  exist  any  discrepancy  between  the  clauses  to  which 
I  have  just  called  your  excellency's  attention  and  the  third  one  of 
the  Bunau-Varilla-Hay  treaty  it  is  obvious  that  the  last  ones  should 
prevail,  because  they  are  more  specific  and  more  clear  and  because 
they  are  more  in  conformity  tnan  that  one  with  the  remaining^ 
clauses  of  the  treaty  and  with  the  external  policy  of  the  United  States 
with  regard  to  the  South  and  Central  American  nations. 

My  Government  considers  that  the  idea  of  the  contracting  parties 
is  obscure  in  everything  relating  to  these  delicate  questions  of  do- 
minion and  sovereignty ;  but  after  a  careful  study  the  conclusion  may 
be  arrived  at  that  the  two  countries  exercise  conjointly  the  sover- 
eignty over  the  territory  of  the  Canal  Zone,  and  that  in  the  cases  ex- 
pres.sly  specified  in  the  Bunau-Varilla-Hay  treaty  the  use  of  such 
right  belongs  to  the  United  States  by  virtue  of  delegation  from  the 
Republic  of  Panama;  but  in  all  that  concerning  which  the  treaty  is 
silent  the  rights  of  the  Republic  of  Panama  remain  unalterable  and 
complete. 

Such  a  situation,  which  would  give  rise  to  constant  disputes  if  it 
were  prolonged,  necessitates  the  conclusion  of  an  explanatory  con- 
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vention  to  be  discussed  by  the  parties  in  the  conciliatory  spirit  which 
has  hitherto  prevailed  in  the  relations  of  the  two  countries,  and  to 
this  the  Government  of  my  country  is  disposed. 

Passing  on  now  to  the  special  questions  which  have  been  raised, 
your  excellency  will  please  permit  me  to  treat  them  separately. 

IL—Port8. 

In  the  Ganal  Zone,  as  described  in  Article  II  of  the  Runau-Varilla- 
Hay  treaty,  are  not  included  the  cities  of  Panama  and  Colon  or  their 
adjacent  ports;  both  have  been  expressly  excluded  from  said  Zone, 
and  consequentlj^,  even  conceding  the  assumption  that  the  United 
States  possesses  the  right  of  sovereignty  over  the  Zone,  such  right 
could  not  be  extended  to  what  by  the  same  treaty  is  considered  as  ex- 
cluded from  its  jurisdiction. 

There  would  remain  two  things  t6  be  considered  in  regard  to  this 
subject: 

1.  Whether  the  United  States  has  the  authority,  according  to  the 
Bunau-Varilla-Hay  treaty,  to  make  ports  of  entry  of  any  place  com- 
prised within  the  Zone  as  if  they  were  its  own,  and  to  open  them  up 
to  the  commerce  of  the  world,  even  to  the  detriment  of  the  interests 
of  the  Republic  of  Panama. 

2.  Whether,  under  the  assumption  tliat  this  authority  exists,  the 
United  States  can  extend  it  so  far  as  to  declare  as  ports  of  its  own 
and  subject  to  its  jurisdiction  any  or  part  of  any  of  those  which 
actually  exist  and  belong  to  the  Republic  of  Panama,  even  including 
those  excepted  by  Article  II  of  the  treaty. 

It  must  first  of  all  be  observed  that  the  establishment  of  a  port  and 
its  opening  up  to  the  commerce  of  the  world  is  a  right  inherent  in  the 
sovereign  of  the  territory ;  and  as  I  have  already  demonstrated  in  the 
first  part  of  this  note  that  the  United  States  does  not  enjoy  absolute 
sovereimty  over  the  Zone,  but  only  the  special  rights  conceded  by  the 
Bunau-Varilla-Hay  treaty,  it  is  clear  that  such  authority  does  not  re- 
side in  the  United  States.*^ 

Foreseeing,  without  doubt,  the  need  which  the  United  States  might 
come  to  have  of  ports  during  the  period  of  construction  of  the  canal, 
and  after  the  latter  should  fe  opened  to  the  use  of  commerce,  the  Re- 
public of  Panama  agreed  to  concede  to  the  United  States,  as  is  seen 
m  the  final  part  of  Article  IX,  the  right  to  use  the  ports  and  cities  of 
Panama  ana  Colon  as  places  of  anchorage,  repairs  of  vessels,  unload- 
ing, loading,  depositing,  or  transshipping  cargoes  either  in  transit 
or  destined  for  the  service  of  the  canal. 

The  ports  of  Panama  and  Colon  are,  by  the  nature  of  the  land,  the 
entrances  of  the  canal.  It  being  so,  the  idea  of  the  other  ports  for 
the  same  use  or  destination  could  not  occur  to  the  negotiator;  and  as 
the  United  States  has  under  the  convention  the  right  to  use  them, 
thereby  recognizing  them  as  the  propertv  of  the  ReiDublic  of  Panama, 
it  is  clear  that  it  is  not  in  its  power  to  declare  them  to  be  ports  of  its 
own  subject  to  its  exclusive  jurisdiction.  It  is  obvious  that,  in  like 
manner,  the  United  States  can  not,  under  the  convention,  declare  that 
it  holds  sway  over  a  greater  or  lesser  part  of  tho^e  ports  merely  be- 
cause the  fiction  of  a  different  name,  such  as  Port  Ancon  or  Port 
Cristobal,  may  be  resorted  to. 
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The  port  of  Panama  is  one,  and  includes  the  whole  coast  that  sur- 
rounds the  city,  the  neighboring  islands,  and  all  the  waters  that  war^li 
that  part  of  the  national  territory.  Article  II  of  the  Varilla-Hay 
convention  in  all  its  ainplitude  bears  on  that  port,  and  the  place 
known  by  the  name  of  La  Boca  is  embraced  within  its  limit.  As 
part  of  the  port  of  Panama,  La  Boca  remains  outside  the  Canal 
Zone,  but,  owmg  to  the  same  circumstance,  the  place  may  be  used  by 
the  United  States  for  loading,  unloading,  depositing,  and  transship- 
l>iv'^  cargoes  by  virtue  of  the  right  granted  it  to  that  eiFect. 

The  same  conditions  obtain  at  the  port  of  Colon.  The  place  called 
Cristobal  is  nothing  but  a  ward  of  the  city;  there  is  nothing  there 
which  can  ever,  by  a  straining  of  the  words,  be  considered  as  a  dis- 
tinct port,  and  the  whole  is  in  consequence  under  the  exclusive  juris- 
diction of  the  Republic  of  Panama;  but  the  United  States  has  the 
right  to  use  it,  as  stipulated  in  the  repeatedly  mentioned  Article  IX 
of  the  convention. 

If  the  authorities  of  the  Zone  had  confined  themselves  to  exercising- 
that  right,  their  position  would  have  been  unobjectionable,  and  my 
Government  would  have  discharged  with  the  greatest  alacrity  the 
obligations  under  which  it  lies;  but  things  have  gone  differently. 
Gen.  G.  W.  Davis  has  issued  an  order  of  an  unquestionable  legislative 
character,  by  which  he  converts  into  ports  of  the  Zone  the  places 
known  as  La  Boca,  in  Panama,  and  Cristobal,  in  Colon;  declares 
them  open  to  the  trade  of  the  world  and  subject  to  his  exclusive  juris- 
diction, absolutely  setting  the  Republic  of  Panama  aside,  regardless 
of  the  clause  which  excludes  from  the  Zone  the  cities  of  Panama  and 
Colon,  together  with  their  adjacent  ports. 

My  Government  can  not  accept  this  situation,  which  it  considers 
contrary  to  the  spirit  and  letter  of  the  Varilla-Hay  convention,  and 
is  convinced  that  the  course  followed  by  the  authorities  of  the  Zone 
has  not  been  in  obedience  to  instructions  bearing  especially  on  the 
point  that  has  been  raised  by  this  distressing  controversy,  but  is  the 
outcome  of  local  suggestions. 

III. — Custom-houses. 

General  Davis,  in  his  capacity  as  supreme  authority  in  the  Canal 
Zone,  has  also  ordered  the  establishment  of  custom-houses  at  the 
places  he  has  erected  into  ports  of  entry,  and  put  into  operation  the 
tariff  of  import  duties  now  in  force  in  this  Republic.  • 

There  is  no  clause  in  the  Varilla-Hay  convention  that  empowers 
the  United  States  to  establish  custom-houses. at  the  ports  of  Panama 
and  Colon  or  to  collect  import  duties  in  any  part  of  the  Canal  Zone. 
This  power,  like  that  relative  to  the  ports,  is  vested  in  the  sovereign 
of  the  territory,  and  the  United  States  does  not  possess  that  absolute 
sovereignty  which  would  carry  the  right  of  establishing  its  own 
fiscal  system. 

The  portion  of  its  sovereign  rights  that  the  Republic,  on  consid- 
erations of  a  high  order,  has  granted  to  the  United  States  has  refer- 
ence to  all  that  may  be  necessary  or  expedient  to  afford  effective  pro- 
tection to  the  canal  in  peace  and  in  war  to  maintain  it  free  and  open 
to  the  commerce  of  the  world  and  to  prevent  its  being  improperly 
used  by  any  foreign  power.  The  Republic  of  Panama  has  alsi> 
granted  the  exercise  of  its  rights  for  the  establishment  of  a  public 
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administration  that  would  maintain  order  within  the  Canal  Zone, 
so  that  the  works  should  not  be  interrupted  or  the  service  impaired 
after  the  completion  of  the  canal;  but  it  has  never  entered  the  mind 
iti  either  party  that  the  United  States  should  turn  the  Canal  Zone 
into  a  source  of  revenue  by  enforcing  high  customs  tariffs,  even 
against  the  Republic  of  Panama,  which  is  the  lord  of  the  territory 
and  still  holds  over  it  rights  that  it  has  not  relinquished. 

Quite  to  the  contrary,  several  articles  of  the  Varilla-Hay  conven- 
lion  contain  a  record  of  the  will  of  the  parties  in  the  sense  that  the 
Canal  Zone  should  be  a  territory  entirely  open  and  free  to  commerce, 
and  with  this  view  obligations  were  assumed  by  the  Republic  of  Pan- 
ama which  could  not  otherwise  be  explained. 

Article  LX  of  the  convention  sanctions  the  principle  that  the 
entrances  of  the  canal  and  the  cities  of  Panama  and  Colon  (cities 
and  entrances  which  are  identical,  as  I  have  hereinabove  observed), 
and  in  effect  that  there  shall  not  be  imposed  at  either  place  custom- 
house tolls,  tonnage,  anchorage,  light-house,  wharf,  or  other  dues 
upon  vessels  passing  through  the  canal,  except  such  charges  as  may  be 
imposed  by  the  United  States  for  the  use  of  the  canal  and  other 
works,  or  as  may  be  established  by  the  Republic  of  Panama  upon 
merchandise  destined  to  be  consumed  in  the  rest  of  the  Republic. 

If  to  this  stipulation  there  be  added  that  contained  in  Article 
XIII,  by  virtue  of  which  the  Republic  of  Panama  allows  the  United 
States  to  import  into  the  Zone,  free  of  customs  and  all  other  duties, 
idl  that  may  be  required  for  the  construction,  service,  operation, 
^anitation,  and  protection  of  the  canal  and  its  auxiliary  works,  it  is 
clear  that  the  United  States,  before  securing  the  acceptance  of  this 
clau<=e,  did  not  consider  itself  as  holding  the  right  of  importing  into 
the  Zone  its  own  machinery,  material,  provisions,  etc.,  without  pay- 
ing the  regular  duties  to  the  Republic  of  Panama,  and  such  being  the 
case,  it  is  even  clearer  that  it  can  not  put  its  own  tariff  into  opera- 
tion, which,  after  all,  results  in  injury  to  the  Republic  of  Panama 
and  especially  its  principal  cities. 

By  interpreting  these  clauses  so  as  to  bring  them  all  into  harmony 
it  is  possible  to  reach  the  conclusion  that  if  any  customs  tariff  can 
be  established  at  the  ports  of  Panama  and  Colon — that  is  to  say, 
the  entrance  of  the  canal — on  the  importation  of  articles  of  trade 
destined  for  use  or  consumption  in  the  Zone,  it  is  for  the  Republic 
of  Panama  and  not  the  United  States  to  do  so,  for  the  Republic 
alone  has  bound  itself  by  Article  XIII  of  the  convention  to  allow  the 
United  States  to  "  import  at  any  time  into  the  said  Zone  and  aux- 
iliary works,  free  of  customs  duties,  imposts,  taxes,  or  other 
charges,  and  without  any  restrictions,  any  and  all  vessels,  dredges, 
engines,  cars,  machinery,  tools,  explosives,  material,  supplies,  and 
other  articles  necessary  and  convenient  in  the  construction,  mainte- 
nance, operation,  sanitation,  and  protection  of  the  canal  and  auxiliary 
works,  and  all  provisions,  medicines,  clothing,  supplies,  and  other 
things  necessary  and  convenient  for  the  officers,  employees,  workmen, 
and  laborers  in  the  service  and  employ  of  the  United  States  and 
for  their  families,"  so  that  any  importation  into  the  Zone  of  mer- 
chandise or  articles  not  included  in  the  exception  clearly  and  cate- 
gorically expressed  in  the  article — that  is  to  say,  any  importation 
made,  not  by  the -United  States,  but  by  persons  that  are  not  in  the 
•employ  of  the  canal — ^may  be  taxed  by  the  Republic  of  Panama. 
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This  is  the  interpretation  that  accords  best  with  the  general  char- 
acter of  the  isthmian  canal  convention,  for  it  must  be  hSrne  in  mind 
that  its  object  is  not  the  cession  by  one  party  or  acquisition  by  the 
other  of  areas  of  territory  or  of  fiscal  and  other  public  revenues. 
The  contemplated  end  is  the  construction  of  the  canal,  and  the  aim 
of  every  stipulation  in  the  agreement  is  to  facilitate,  not  to  hamper, 
the  said  construction. 

lY. ^Postal  service. 

Post-offices  have  been  established  in  the  Canal  Zone  and  make  use. 
for  foreign  mails,  of  stamps  differinff  in  value  from  those  now  in 
use  by  the  Republic  of  Panama.  As  tne  value  of  those  stamps  is  les 
in  the  Zone  and  as  their  sale  is  subject  to  no  restriction  whatever,  the 
public  buys  its  stamps  and  mails  its  correspondence  at  those  offices, 
thus  causing  a  serious  loss  for  the  Kepublic  in  that  national  source 
of  revenue. 

My  Government  holds  that  the  United  States  may  conduct  a  do- 
mestic mail  service  within  the  Zone,  but  can  not  forward  mails  to 
foreign  countries,  as  this  right  belongs  to  the  Republic  of  Panama. 

In  addition  to  the  foregoing  remarks,  in  which  I  have  endeavored 
to  present  the  judicial  side  of  the  question  by  keeping  within  the 
clauses  of  the  Varilla-Hay  convention,  I  deem  it  expedient  to  lay 
before  the  enlightened  Government  of  your  excellency  other  phases 
of  the  subject  that  are  entitled  to  equal  consideration.  * 

Even  assuming  that  the  Varilla-Hay  agreement  could  be  inter- 
preted in  the  sense  of  conceding  to  the  United  States  the  right  to 
establish  ports,  custom-houses,  and  post-offices  in  the  Canal  Zone: 
even  accepting  as  clearly  and  finally  recognized  in  favor  of  the  Unite^i 
States  the  absolute  right  of  control  and  sovereignty  over  the  terri- 
tory ;  if  the  exercise  of  such  rights  should  redound  to  the  ^ave  and 
irreparable  injury  of  the  Republic  of  Panama  and  result  in  a  con- 
dition of  commercial  and  financial  ruin  that  the  parties  never  in- 
tended to  bring  about — for  no  one  wittingly  enters  into  a  contract 
to  bring, upon  himself  incalculable  and  irremediable  injury — ^your 
excellency's  Government  and  this  country,  where  a  deep-seated  spirit 
of  justice  iind  a  lofty  sense  of  equity  prevail,  should  find  occasion 
for  earnest  meditation  in  this  matter  of  enforcing  measures,  such  as 
those  I  am  now  dealing  with,  which  would  be  attended  with  such 
results  and  deal  the  blow  of  death  to  my  country  without  yielding 
anv  advantage  to  the  United  States. 

t  am  w^ell  aware  that  sentiment  has  no  part  in  the  negotiations  of 
this  character,  but  even  looking  at  the  matter  in  the  light  of  the 
most  selfish  expediency,  what  interest  can  the  United  States  Jaave  in 
the  financial  ruin  of  the  Republic  of  Panama,  in  the  disappearance 
of  its  fiscal  resources,  which  would  make  its  pecuniary  position  un- 
tenable, and  in  seeing  it  finally  incapacitated  for  the  proper  discharge 
toward  the  world  of  the  inherent  obligations  of  a  free  and  sovereign 
nation  ?  Is  it  not  rather  to  the  interest  of  the  United  States  to  foster 
the  development  of  the  Republic  of  Panama  and  to  contribute  to  its 
prosperity  and  aggrandizement? 

If  the  measures  ordered  in  regard  to  ports,  custom-houses,  and 
mails  should  continue  in  force,  the  principal  cities  of  the  Republic 
would  lose  the  importance  they  have  always  had  as  places  of  transit^ 
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and  all  the  trade  would  be  diverted  from  them  and  concentrated  at 
such  places  as  the  United  States  may  select  for  it  in  the  shape  of  ports. 
The  revenues  derived  therefrom  by  the  Republic  and  those  that  are 
indirectly  yielded  by  the  traffic  would  completely  vanish.  Even  now 
the  steamship  companies  of  the  Pacific  will  not  clear  their  ships 
except  for  the  so-called  "  Port  Ancon,"  and  decline  to  accept  cargoes 
for  the  port  of  Panama;  so  that,  if  this  condition  of  things  should 
endure,  those  cities  would  soon  become  deserted  places — cut  off  from 
all  direct  commercial  contact  with  the  world — that  is  to  say,  they 
would  be  placed  in  a  worse  condition  than  that  which  they  occupied 
before  the  conclusion  of  the  treaty  in  which  they  founded  their  hopes 
of  improvement  and  process. 

If  the  tariff  set  up  against  the  importation  of  merchandise  that  does 
not  come  down  from  the  United  States  should  be' continued  in  force, 
the  business  of  commerce  that  has  flourished  heretofore  would  en- 
tirely disappear  or  perhaps  reduced  to  the  importation  of  the  necessi- 
ties of  the  impoverished  population  of  the  interior  of  the  Republic. 
In  effect,  American  manufactures  would  come  into  our  markets  and 
there  pay  the  duty  to  which  they  are  subject;  they  could  not,  in  con- 
sequence, compete  with  those  that  are  admitted  free  of  duty  into  the 
Zone.  Manuiactures  imported  by  Panama  from  Europe  could  not 
cross  into  the  Zone  and  be  there  offered  for  sale  without  paying  a 
high  duty,  and,  in  consequence,  would  be  subjected  to  a  double  tax 
which  would  place  them  in  a  disadvantageous  situation.  The  home 
industries  would  likewise  find  in  the  tariflTof  the  Zone  an  insuperable 
obstacle,  and  therefore  the  Republic  of  Panama  would  suffer  worse 
injury  from  this  cause  than  any  other  country.  Neither  the  main 
necessaries  of  life  nor  the  staples  of  most  constant  use  and  consump- 
tion produced  in  the  country  could  cross  the  dividing  line  without  sud- 
mitting  to  considerable  surtaxes  which,  in  the  end,  would  be  pro- 
hibitory. 

So  heavy  a  blow  to  the  native  commerce  and  industry  would  make 
away  with  the  revenues  of  the*  Republic ;  and  inasmuclti  as  the  canal 
treaty  has  placed  it  under  certain  obligations  which  restrict  its  finan- 
cial resources  of  every  description  ana  under  certain  responsibilities 
that  involve  a  considerable  outlay,  the  prospect  held  before  my  coun- 
try is  one  of  weakness,  poverty,  and  retrogression,  instead  of  the 
bright  future  which  the  United  States  intended  to  achieve  for  it  when 
it  extended  to  it  its  generous  hand  and  its  loyal  and  effective  support 
in  its  hour  of  trial. 

My  Government  does  not  believe  that  your  excellency's  Government 
has  entertained  the  purpose  of  inflicting  such  huge  and  irreparable 
injuries  upon  the  Republic  of  Panama ;  quite  to  the  contrary,  it  is 
confident  that  a  mere  statement  of  such  injuries  will  suffice  to  put  an 
end  to  the  situation  that  has  been  created,  and  to  establish  the  bases 
of  a  common  form  of  life  in  which  regard  shall  be  had  to  the  interests 
of  both  countries — not  an  impossible,  but,  on  the  contrary,  a  very 
feasible  matter. 

But  before  reaching  that  final  agreement  which  must  embrace  many 
details  and  can  be  discussed  with  your  excellency  by  me  on  some  other 
occasion,  I  confine  myself  for  the  present  to  asking  that  your  excel- 
lency, in  the  exercise  of  the  administrative  powers  conferred  upon  you, 
and  with  the  object  of  putting  an  end  to  the  delicate  situation  m  which 
the  Republic  of  Panama  is  placed,  will  issue  appropriate  orders  lo 
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the  end  that  the  measures  ordered  by  the  authorities  of  the  Canal  Zoiits 
in  regard  to  ports,  custom-houses,  and  post-offices  be  suspended  until 
such  time  when  an  agreement  regardful  of  our  common  interests  shall 
have  been  reached. 

I  give  your  excellency  full  assurance  that  the  Government  of  mv 
country  cnerishes  the  most  earnest  and  sincerie  desire  to  effect  such 
an  arrangement  on  generous  terms  that  will  be  satisfactory  -to  th<* 
United  States. 

With  sentiments  of  true  esteem  and  respect,  I  am, 
Your  excellency's  obedient  servant, 

J.  D.  DE  Obaldia. 


APPENDIX  TO  THE  CUSTOMS  REPORT. 

(A)  Translation  of  law  No.  65,  June  6,  1904,  conferring  powers  upon  the  Ex- 

ecutive of  the  Republic  of  Panama  for  the  enactment  of  laws  regulating 
commerce,  etc. 
Translation  of  law  88,  article  23,  July  6,  1904,  authorizing  Executive  to 
reduce  slaughterhouse  tax. 

(B)  To  Tomas  Arias  from  General  Davis,  relative  to  the  clearance  of  the 

steamer  Loa  from  the  port  of  Ancon  on  her  return  voyage  to  South 
America,  letter  July  5. 

(C)  From  Tomas  Arias  to  General  Davis,  letter  dated  July  9,  relative  to  the 

clearance  of  the  steamer  Loa,  and  reviewing  the  term  "ports  adja- 
cent to." 
To  Tomas  Arias  from  General  Davis,  letter  dated  July  11,  taking  up  the 
matter  of  bis  letter  of  July  9,  1904,  respecting  foreign  maritime  com- 
merce, in  which  his  excellency  observes  that  the  two  Governments  do 
not  seem  to  be  in  accord. 

(D)  To  Tomas  Arias,  transmitting  copies  of  correspondence  passed  between 

the  agent  of  the  Pacific  Mail  Steamship  Company  and  the  Jefe  del 
Resguardo.  port  of  Panama,  relative  to  the  Jurisdiction  over  La  Boca 
pier.    letter  dated  July  19,  1904. 

(E)  From   Tomas   Arias,   memorandum   reviewing  the   interpretation   of  the 

treaty  as  pertains  to  the  ports  of  Panama  and  Ck)lon. 

(F)  To  Minister  John  Barrett,  from  General  Davis,  letter  dated  August  2,  1904, 

reviewing  the  letter  of  protest  from  the  minister  for  foreign  aflfairs  for 
the  Republic  of  Panama. 

(G)  Copies  of  telegrams: 

(1)  July  16,  1904. — General  Davis  acknowledges  receipt  of  two  cable- 

grams of  the  14th  instant,  stating  "  Differences  between  Panama 
and  America  fundamental,"  eta 

(2)  Copies  of  cablegrams  from  Isthmian  Commission,  Washington, 

attached. 
(H)  Draft  of  "modus  vivendi,"  as  finally  adopted  between  the  Government  of 
the  Republic  of  Panama  and  the  Government  of  the  United  States. 
Memorandum  attached. 
(I)  From  the  collector  of  customs,  Tom.  M.  Cooke,  to  General  Davis,  trans- 
mitting statement  of  transactions  had  in  the  customs  department  for  the 
quarter  ending  September  30,  1904. 
Statement  attached. 


Appendix  A. 

ITranslation.] 

Law  No.  65,  June  6,  1904, 

Abticle  1.  The  executive  power  is  authorized  to  abate,  in  a  convenient  man- 
ner, those  duties  which,  if  still  levied  in  accordance  with  the  existing  laws,  will 
be  prejudicial  to  commerce  and  to  the  people,  because  said  laws  are  very  dif- 
ferent from  those  which  the  Government  of  the  United  States  will  establisb  In 
the  Canal  Zone. 
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Art.  2.  The  executive  power  is  likewise  authorized  to  celebrate  with  the  Gov- 
eniuient  of  the  United  States  a  convention  relative  to  the  duties  which  will  be 
levied  in  the  Canal  Zone  and  in  the  cities  of  Panama  and  Colon,  in  order  that 
they  may  be  identical  in  one  and  the  other  places.  The  convention  will  remain 
in  force  until  such  time  as,  being  submitted  to  the  National  Assembly,  that 
body  should  disapprove  it. 

Abt.  3.  The  executive  power  is  likewise  authorized,  during  the  recess  of  the 
National  Assembly,  to  submit  to  the  judgment  of  arbitrators  any  questions  of 
litigation  to  which  the  Republic  may  be  a  party,  always  provided  that  the  trans- 
actions shall  obtain  the  favorable  vote  of  the  secretary  of  each  Government 
department  and  the  procurator-general  of  the  nation. 

Abt.  4.  The  executive  power  can  celebrate  treaties  with  the  Republic  of  Co- 
lombia which  will  be  considered  as  laws,  provided  that  in  these  treaties  the 
Republic  of  Colombia  recognizes  the  sovereignty  and  independence  of  the  Repub- 
lic of  Panama  and  that  the  Republic  of  Panama  will  not  cede  any  part  of  the 
territory  comprising  by  law  the  former  sovereign  State  of  Panama. 

Art.  5.  The  excutlve  power  Is  authorized  to  invest  In  British  consols  and 
French  rentes,  paying  3  per  cent  interest,  in  whatever  proportion  is  judged  to 
be  prudent,  of  the  funds  of  the  Republic,  as  provided  In  article  138  of  the  con- 
stitution ;  and  in  the  same  manner  may  be  Invested  any  other  funds  which  there 
may  be  no  opportunity  to  utilize  for  the  public  service. 

Law  No.  88,  of  July  o,  1904, 

Art.  23.  The  executive  Is  authorized  to  reduce  the  slaughterhouse  duty  on 
cattle  killed  in  the  districts  of  Panama,  Colon,  and  Bocas  del  Toro,  when  the 
fiscal  system  to  be  Introduced  In  the  Zone  ceded  to  the  United  States,  In  his 
opinion,  requires  it 


Appendix  B. 

Ancon,  July  0,  JV04. 

ExcEiXENCY :  Acknowledging  receipt  of  your  excellency's  appreciated  favor  of 
even  date  herewith,  respecting  the  departure  of  the  steamer  Loa  from  the  port 
of  Ancon  (La  Boca)  on  her  return  voyage  to  South  America,  I  hasten  to  reply 
and  to  inform  you  that  on  Saturday  h\8t  a  clearance  of  this  vessel  from  the 
port  of  Panama  was  presented  to  the  collector  of  customs  for  the  port  of 
Ancon,  which,  according  to  my  understanding,  brought  this  vessel  within  the 
legal  Jurisdiction  of  the  United  States.  The  paper  In  question  was  presented 
to  the  collector  of  the  port  of  Ancon  by  the  agent  of  the  Chilean  Steam  Navi- 
gation Company,  copy  of  which.  Is  inclosed  herewith  for  your  information. 
There  was  no  correspondence  with  the  agent,  of  the  company  uor  any  other 
written  communication  than  the  one  in  question.  The  collector  of  customs,  in 
clearing  the  vessel  for  her  return  voyage,  acted  In  accordance  with  my  instruc- 
tions and,  as  I  understand,  strictly  in  accordance  with  the  rules  which  should 
govern  in  such  matters. 

A  short  time  ago  I  sent  you  a  copy  of  an  order  of  the  President  of  the  United 
States,  which  established  two  collection  districts  for  the  Canal  Zone  and 
authorized  the  appointment  of  the  customs  officials.  This  antedates  the  clear- 
anoe  of  the  Loa  by  nearly  a  week. 

I  have  the  honor  to  be,  excellency,  your  obedient  servant, 

Geo.  W.  Davis,  Oovernor, 

His  Excellency  Tomas  Arias,  Secretary  of  State, 


Secketary  of  Government  and  Foreign  Relations, 

Department  of  Foreign  Relations, 

Panama^  July  5,  1904» 
General:    In  its  issue  of  the  2d  Instant,  the  Panama  Star  and  Herald  pub- 
lished a  notice  by  means  of  which  my  Government  has  learned  that  the  South 
American  Steamship  Company's  steamer  Loa,  which  has  been  lying  at  the  La 
Boca  wharf,  has  been  cleared  by  the  authorities  of  that  port  for  outports. 
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I  shall  appreciate  the  courtes^y  if  j'ou  will  furnish  me  with  a  copy  of  the 
order  authorizing  the  captain  of  the  Loa  to  weigh  anchor,  if  by  so  doing  it  will 
not  in  any  manner  inconvenience  you. 

At  the  same  time  I  should  like  to  know  if  the  procedure  was  voluntary  ou 
your  part,  or  was  it  at  the  suggestion  or  request  of  a  third  party  or  company? 
In  such  an  event  I  shall  esteem  it  if  you  will  also  inclose  a  copy  of  the  requ^t 
so  made. 

I  take  advantage  of  this  opiwrtunity  to  reiterate  the  assurance  of  my  dis- 
tinguished consideration,  and  have  the  honor  to  subscribe  myself. 
Your  obedient  servant. 

ToMAS  Arias. 
Maj.  Gen.  Geo.  W.  Davis, 

Governor  of  the  Canal  Zone, 


Appendix  C. 

.Panama.  July  9,  100 J^. 

General:  I  am  in  receipt  of  your  attentive  communication  of  the  5th  Instant, 
replying  to  my  request  of  the  same  date  regarding  the  clearing  of  the  Chilesiii 
steamer  Loa  by  the  authorities  of  La  Boca,  district  of  Ancon,  and  beg  to  offer 
you  my  sincere  thanks  for  the  attention  bestowed. 

With  regard  to  the  matter  referred  to  in  these  communications.  I  consider 
this  the  occasion  to  inform  you  that  the  Government  of  the  Republic  of  Panama 
does  not  entertain  any  other  wish  than  that  of  cooperating  with  the  American 
Government  in  the  work  of  constructing  the  interoceanic  canal,  facilitating,  as 
much  as  depends  upon  it,  the  execution  of  the  enterprise.  Of  this  disposition  It 
has  given  evident  proof,  first,  by  giving  its  Immediate  approval  of  the  Hay- 
Varilla  treaty  without  offering  any  objections  to  the  Inconveniences  that  some 
of  the  clauses  therein  contained  might  cause  the  Republic.  This  course  was 
pursued  in  the  persuasion  that  the  good  will  and  friendly  relations  which  now 
exist  between  the  two  contracting  Governments  would  remove  all  difficulties  that 
might  arise  from  its  adoption.  Secondly,  by  a  strict  compliance  with  each 
and  all  of  the  articles  of  agreement. 

For  the  same  reason  it  is  the  wish  of  my  Government  to  avoid  any  difficulties 
that  might  arise  and  be  the  cause  of  obstructions  in  the  relations  of  the  contract- 
ing parties,  and  with  this  object  in  view  it  addresses  to  you  this  communication. 
A  further  object  of  the  address  is  to  more  clearly  elucidate  a  point  of  great 
importance,  the  interpretation  of  which  is  at  issue  and  about  which  it  appears 
that  we  are  not  in  accord,  and  is  as  follows : 

By  Article  II  of  the  treaty  referred  to  the  Republic  of  Panama  granted  In 
perpetuity  to  the  United  States  the  use,  occupation,  and  control  of  a  zone  of 
land  and  land  covered  by  water  for  the  construction,  preservation,  operation, 
sanitation,  and  protection  of  a  ship  canal  across  the  Isthmus  of  Panama  to  con- 
nect the  Atlantic  and  Pacific  oceans,  the  zone  to  be  of  a  width  of  10  miles,  ex- 
tending 5  miles  on  either  side  of  the  projected  canal.  Beginning  at  3  miles  from 
the  mean  low- water  level  in  the  Caribbean  Sea,  it  extends  across  the  Isthmus  to 
a  like  distance  from  mean  low  water  in  the  Pacific  Ocean,  the  cities  of  Panama 
and  Colon  and  the  harbors  adjacent  not  to  be  included  in  the  concession. 

By  Article  III  of  the  treaty  the  Republic  of  Panama  granted  to  the  United 
States  all  the  rights,  p(>wers,  and  authority  (enumerated  in  Article  II)  whieli 
they  could  possess  and  exercise  with  the  same  freedom  as  if  they  were  sov- 
ereigns of  the  territory  acquired,  the  use,  occupation,  and  control  of  w^liich 
the  Republic  of  Panama  has  ceded  to  them :  the  cities  of  Panama  and  Colon 
and  adjacent  i>orts  thus  remaining  outside  the  jurisdiction  of  the  Government 
of  the  United  States  of  America. 

The  stipulation  of  these  clauses  is  perfectly  clear,  and  it  is  therefore  not 
necessnry  to  discuss  their  literal  meaning  in  order  to  understand  their  pur- 
port; but  for  the  purixjse  of  giving  the  situation  greater  clearness  I  take  the 
lil)€rty  of  making  a  few  observations  on  the  meaning  of  the  words  "  adjacent " 
and  •'  ports." 

Adjacent  is  that  which  is  immediate,  close,  or  proximate;  and  thus  It  has 
been  truly  said  in  geograpiiic  terms  that,  "  Baleric  and  Patiusas  islands  are 
adjacent  to  the  Ibernian  Peninsula." 
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Port  is  a  part  of  the  sea  In  which  ships  find  ready  protection  against  the 
waves  and  winds,  and  in  which  there  is  water  sufficient  for  navigation  and 
where  ships  may  remain  at  anchor. 

Therefore  that  locality  surrounding  and  near  to  the  islands  of  Flamenco, 
Naos,  and  Perico  and  facing  the  city  of  Panama,  where  ships  of  deep  draft 
cast  anchor,  is  a  port,  for  the  reason  that  ships  find  there  ample  protection  from 
the  waves  and  winds,  there  is  sufficient  depth  of  water  for  navigation  purposes, 
and  they  can  eflTect  the  operation  of  loading  and  unloading.  The  place  is 
adjacent  to  the  city  of  Panama  because  it  immediately  adjoins  or  is  next  to  It 

Therefore,  in  accordance  with  the  exception  established  in  Article  II  of  the 
Varilla-Hay  treaty,  although  this  place  is  comprised  within  the  Zone  it  is  not 
within  the  jurisdiction  of  the  United  States.  It  is  for  this  reason  that  my 
Government  considers  that  when  a  vessel  anchors  at  the  point  indicated  it  is 
under  its  (Government's)  jurisdiction  and  without  diminishing  in  the  least 
the  right  acquired  by  the  United  States  over  the  lands  of  the  islands  of  Naos, 
Flamenco,  and  Perico. 

The  fact  that  In  the  agreement  regarding  provisional  delimitation  of  the 
cities  of  Panama  and  Colon  and  the  Zone  there  is  not  expressly  excepted  the 
port  to  which  I  have  referred  In  no  way  affects  the  claim  which  my  Govern- 
ment makes.  Even  though  this  delimitation  is  not  definitive,  the  contract  has 
the  force  of  law  for  the  parts  that  are  subscribed  to,  and  can  only  be  altered, 
modified,  or  added  to  through  a  convention  of  the  contracting  parties  and  by 
the  adoption  of  another  treaty  made  with  the  same  formalities  as  the  one  in 
existence. 

Again,  the  location  to  which  I  have  referred  Is  the  only  place  in  the  Bay  of 
Panama  and  next  to  the  city  of  the  same  name  which  has  the  necessary  shel- 
ter and  depth  to  enable  ships  plying  between  Panama  and  the  ports  of  North, 
Central,  and  South  America  to  anchor  with  safetj*. 

If  it  is  acknowledged  by  my  Government  that  the  port  in  question  Is  not 
excepted  by  Article  II  of  the  treaty  (so  many  times  referred  to),  Panama 
wonld  be  without  a  port  for  communication  with  the  outside  world  and  its 
maritime  conmierce  would  fall  off  entirely.  This  part  of  the  bay  Included  be- 
tween the  point  of  Chlrlqui  and  the  point  of  Paitllla  Is  not,  properly  speaking, 
a  port,  but  merely  a  creek,  into  which  ships  of  regular  draft  could  not  enter. 

It  is  hard  to  believe  that  the  American  Government  intends  to  do  anything 
by  the  Republic  of  Panama  that  will  mean  such  grave  Injury,  especially  when 
It  has  already  given  such  positive  proof  of  the  Interest  which  the  progress  and 
development  of  this  nation  merits. 

Furthermore,  If  the  closing  stipulation  of  Article  II  (referred  to)  were  not 
in  the  treaty,  not  even  for  that  reason  could  be  more  clear  the  rights  for  which 
my  Government  argues.  It  is  a  principle  of  right  rather  than  the  known  Inten- 
tion of  the  contracting  parties,  which  must  be  more  to  the  Government  than 
the  literal  meaning  of  the  words.  The  intention  of  the  American  Government 
not  to  exercise  jurisdiction  over  the  ports  giving  access  to  the  Zone  is  clearly 
eet  forth  in  Clause  XIII  of  said  contract,  for  otherwise  that  article  would  be 
null  and  void. 

In  regard  to  the  place  known  as  La  Boca,  the  Government  of  the  Republic 
has  never  considered  it  as  a  port,  but  as  a  point  of  access  to  the  canal,  so  much 
so  that  when  the  railroad  company  was  released  from  the  obligation  of  extend- 
ing its  lines  to  the  Islands  of  Naos,  Flamenco,  and  Perico  the  Colombian  Gov- 
ernment declared  that  the  railroad  company  and  the  enterprises  connected  with 
it  could  use  the  maritime  canal  which  runs  from  said  Islands  to  the  wharf  at 
La  Boca,  provided  the  canal  company  agreed  to  It,  and  the  Government  would 
not  assume  any  re8i)onslbility  nor  would  it  Interfere  with  any  controversy  re- 
cnrding  such  permission. 

I  sincerely  hope.  General,  that  the  reason  which  I  have  brought  before  you 
will  convince  you  of  the  reason  and  of  the  justice  which  prompts  my  Govern- 
ment to  ask,  as  It  does  very  resi>ectfully,  that  you  will  give  orders  to  suspend 
the  clearance  of  vessels  from  La  Boca  wharf  without  the  kuowleiige  of  the 
authorities  of  the  iwrt  and  In  deference  to  our  laws  on  the  subject. 

My  Government,  as  I  have  already  informed  you,  complies  and  will  continue 
to  faithfully  comply  with  the  agreement  for  the  benefit  of  the  world,  and  es- 
pecially for* the  benefit  of  the  great  American  nation,  and  hopes  and  trusts  that 
these  same  sentiments  will  prevail  In  your  mind. 

I  reiterate  to  you  the  sentiments  of  my  distinguished  consideration,  and  I 
am  pleased  to  subscribe  myself, 

Your  obedient  servant,  Tomas  Abias. 
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Isthmian  Canal  Zone,  Executive  Office, 

Ancoth  July  11, 1904^ 

Excellency  :  Late  on  Saturday,  the  9th  instant,  I  received  your  excellency's 
appreciated  favor  of  the  same  date  respecting  matters  touching  foreign  maritime 
commerce,  in  which  your  excellency  observes  that  we  do  not  seem  to  be  in 
accord. 

The  clear  statenieut  of  the  position  of  your  excellency's  Government  in 
respect  to  this  matter,  which  is  now  before  me.  will  be  forwarded  by  the  first 
mall  to  Washington,  to  the  end  that  it  may  be  laid  before  the  proper  authorities, 
for  I  find  myself  without  the  iwwer  to  give  the  order  reRi)ecting  clearances  of 
vessels  from  La  Boca,  which  your  excellency  asks  me  to  issue,  and  I  regret 
exceedingly  that  I  am  so  situated  that  a  favorable  response  to  your  excellency's 
request  is  Impracticable. 

But  I  have  taken  every  possible  means  to  give  the  authorities  in  Washington 
the  earliest  information  respecting  the  situation  confronting  me  here  in  respect 
to  the  clearance  of  vessels. 

Learning,  as  I  did  on  the  8th  of  this  month,  that  a  vessel  at  anchor  within  what 
1  consider  to  be  Amerlcaiv  jurisdiction  was  unable  to  obtain  clearance  from  the 
authorities  of  the  port  of  Panama  for  entry  at  Ancon,  I  reported  this  fact  by 
cable,  with  all  the  Information  I  had  on  the  subject 

On  the  next  day  I  was  officially  advised  by  the  agent  of  the  steamer  in  ques- 
tion that  he  had  been  denied  for  his  vessel  a  clearance  for  the  port  of  Ancon, 
said  agent  furnishing  me  with  a  copy  of  the  notice  he  had  received  from  the 
captain  of  the  port  of  Panama. 

This  wns  the  subject  of  another  cable  on  the  same  date,  and  yesterday  I  sent 
to  Admiral  Walker,  in  Washington,  for  reference  to  the  Secretary  of  State  of 
the  United  States,  a  long  cable  giving  the  substance  of  the  contents  of  your  ex- 
cellency's appreciated  favor  of  the  9th  of  July,  referred  to  above. 

While  we  were  discussing  the  agreement  for  the  delimitation  of  the  Canal 
Zone  and  feeling  uncertain  as  to  the  exact  construction  to  be  put  upon  the 
words  "  harbor  adjacent "  with  respect  to  the  city  of  Panama,  I  made  inquiry, 
and  was  informed  by  Admiral  Walker  that  In  the  opinion  of  the  Secretary  of 
State,  Mr.  Hay,  and  of  the  Secretary  of  War,  Mr.  Taft,  and  of  himself,  the 
words  in  the  treaty  quoted  above,  respecting  the  "  harbor  adjacent "  to  the  city 
of  Panama,  meant  the  old  harbor  of  the  city,  lying  between  Point  Chlrlqul  and 
Point  Paltilla,  and  which  was  used  entirely  by  all  vessels  prior  to  the  (x>n- 
struction  of  the  La  Boca  wharf.  At  that  time  I  also  had  my  attention  directed 
to  a  map  of  the  Isthmus  of  Panama,  published  in  the  year  1855,  and  reprinted 
some  years  later  by  the  old  Panama  Canal  Company,  being  the  woi*  of  General 
Totten,  who  was  the  chief  engineer  of  the  Panama  Railroad.  Upon  this  map 
the  British  anchorage  and  the  American  anchorage  for  ocean  vessels  is  marked, 
and  I  saw  that  the  waters  then  used  for  an  anchorage,  according  to  this  map. 
were  far  away  from  the  Flamenco  and  Naos  anchorage  now  used,  being  quite 
a  mile  and  a  half  or  two  miles  therefrom  and  by  that  distance  nearer  to  the  old 
landing  place  then  used  by  the  city  of  Panama.  I  remembered  also  that  In  the 
year  1867  I  had  personally  embarked  on  a  deep-sea  vessel,  anchored  as  de- 
scribed above,  and  proceeded  on  the  ship  to  San  Francisco. 

These  were  considerations  which  principally  caused  me  to  conclude  that 
there  was  no  question  as  to  what  was  meant  by  the  reference  in  the  treaty  to 
the  "  harbor  adjacent,"  and  the  matter  seemed  to  me  to  be  so  plain  that  It  did 
not  occur  to  me  to  discuss  It  with  your  excellency  while  we  were  arranging  the 
delimitation  agreement.  I  was,  therefore,  very  much  surprised,  indeed,  when 
I  learned  the  views  adopted  by  your  excellency's  Government  were  so  radi- 
cally different  from  those  entertained  by  my  own. 

Since  I  first  saw  the  Varilla-Hay  treaty  and  had  an  opportunity  to  study  it, 
I  have  supposed,  as  a  matter  of  course — indeed,  as  an  inevitable  necessity — ^that 
the  United  States,  as  exercising  all  power  In  the  Zone  that  a  sovereign  could 
exercise,  would  be  obliged  to  create  ports  that  vessels  from  any  part  of  the 
world  might,  with  justice,  claim  the  right  to  use.  It  was  also  evident,  in  my 
opinion,  that  the  United  States  would  consider  It  to  be  nec*es«ary  to  establish 
these  ports  for  another  reason,  and  that  was  that  the  subject  of  maritime  quar- 
antine could  be  handled  more  easily  and  directly  than  through  another,  thongb 
thoroughly  and  entirely  friendly  Government. 

A  very  large  part  of  the  shipping  to  use  the  ports  at  either  end  of  the  canal 
would  be  the  vessels  engaged  In  the  ordinary  commercial  movement  that  for 
many  years  has  found  the  Isthmus  of  Panama  a  convenient  route  of  transit, 
and  the  dangers  to  be  incurred  from  the  Introduction  of  contagious  and  In- 
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fectlous  diseases  was  due  very  largely  to  the  fact  that  this  trade  exists  and  must 
be  continued,  and  the  means  that  would  best  effect  the  quarantine  control  of 
the  trade  would  be  the  means  that  could  be  applied  most  directly  and  with  least 
formality. 

That  such  a  view  of  the  case  was  widely  entertained  was  also  very  soon  made 
evident  to  me  by  the  questions  asked  almost  as  soon  as  I  arrived  on  the  Isth- 
mus to  the  effect  of,  "When  shall  we  have  ports  at  either  end  of  the  canal?*' 
and  **  When  will  you  be  ready  to  receive  and  clear  vessels?  " 

The  situation  as  respects  Panama  is  different  as  to  that  which  exists  at 
Colon,  for  on  the  Pacific  coast  of  the  Isthmus  the  canal  channel  has  already 
been  made  and  has  been  many  years  in  use  as  the  regular  route  of  trade  and 
commerce,  and  La  Boca  has  become  an  important  place  of  embarkation.  That 
this  importance  was  bound  to  continue  and  increase  was  almost  self-evident, 
and  while  it  had  not  yet  received  a  name  as  a  port  of  .entry,  the  physical  fact 
remained  that  it  was  the  principal  port  on"  the  Pacific  coast  of  the  Republic, 
and  as  such  has  parsed  under  the  jurisdiction  of  the  United  States. 

At  Colon,  however,  the  conditions  ar^  quite  different  There  is  no  canal 
port  as  yet  on  the  Atlantic  side  adequate  to  receive  and  accommodate  the  ship- 
ping which  now  frequents  the  port  of  Colon,  and  some  time  must  elapse  before 
like  accommodations  can  exist  at  Colon  to  those  which  now  exist  on  the  Pacific 
cx>ast  But  that  a  change  must  soon  occur  there  Is  almost  certa\in;  indeed  in- 
quiries are  now  before  me  as  to  the  depth  of  the  water  in  Folks  River,  and  In- 
quiries us  to  the  facilities  there  for  discharging  deep-sea  steamers  and  sailing 
vessels.  The  Government  of  the  United  States  is  not  yet  ready  to  receive  large 
vessels  at  this  point,  but  in  a  short  time  that  condition  may  be  changed,  when 
possibly  the  situation  here  may  be  repeated  on  the  Atlantic  side. 

Your  excellency  refers  to  the  grave  injury  that  the  Republic  would  suffer  by 
the  loss  of  her  maritime  commerce,  and  have  expressed  the  hope  that  the  Gov- 
ernment of  the  United  States  would  not  inflict  such  Injury  upon  the  Republic. 

Perhaps  this  is  not  a  proper  subject  of  discussion  by  me,  as  it  relates  to  the 
internal  affairs  of  your  excellency's  Government,  but  I  venture  one  or  two  re- 
marks in  respect  to  it,  which  I  hope  will  be  received  in  the  spirit  in  which  they 
are  made,  because  there  is  no  subject  respecting  my  service  here  which  is  nearer 
to  my  heart,  after  the  accomplishment  of  the  work  which  the  United  States  has 
undertaken  here,  than  to  in  every  way  proceed  In  harmony  with  the  wishes  of 
the  Republic  of  Panama. 

The  possession  of  maritime  commerce  by  a  nation  is  regarded  by  many  as  of 
very  great  Importance;  by  many  nations  it  is  fostered  and  increased  by  every 
practicable  means,  but  some  nations  are  so  situated  that  It  Is  impossible  for 
them  to  have  a  foreign  commerce  at  all,  and  yet  they  are  rich  and  prosperous. 
Notable  in  this  category  is  Switzerland,  which  has  never  had  a  seaport  and 
yet  is  increasing  in  wealth  and  prosperity  by  leaps  and  bounds. 

The  Dominion  of  Canada  for  four  months  in  the  year  has  no  convenient 
Atlantic  seaport,  the  St  Lawrence  River  being  almost  always  in  the  winter  ob- 
structed by  ice,  and  its  use  by  deep-sea  vessels  is  beset  with  a  Ki'eat  many 
difficulties.  During  this  period  many,  many  thousands  of  tons  and  carloads 
of  goods  imported  to  Canada  and  exported  from  that  country  are  loaded  at 
Portland,  in  the  State  of  Maine,  in  the  United  States,  and  passed  through  to 
Montreal  and  Toronto,  and  vice  versa,  without  the  slightest  difficulty.  So,  too, 
thousands  and  thousands  of  carloads  of  freight  are  passed  every,  year  from  the 
American  port  of  Buffalo  across  the  southern  peninsula  of  Canada  to  Detroit, 
In  the  United  States. 

In  tlie  winter  the  ports  of  Russia  on  the  Baltic  are  frequently  closed  by  ice, 
and  the  trade  of  Russia  goes  on  through  Germany  without  the  slightest  diffi- 
culty. 

So  also  with  the  great  Empire  of  Austria-Hungary,  which  Empire  possesses 
but  the  single  port  of  Trieste,  where  not  one-tenth  of  the  commerce  of  the 
nation  could  be  accommodated,  and  where  only  an  infinitesimal  portion  of  the 
trade  and  manufactures  of  the  nation  pass  on  their  way  to  other  nations  and 
countries. 

The  mere  fact  that  a  vessel  receives  and  discharges  her  cargo  at  the  port  of 
Panama,  for  example,  may  or  may  not  be  of  great  importance  to  the  commercial 
prosperity  of  the  capital  city  of  the  Republic,  but  I  can  readily  conceive  that  the 
prosperity  of  your  capital  may  not  be  in  anyway  impaired  if  its  trade,  now  done 
entirely  in  foreign  ships,  entered  and  cleared  by  your  own  officials,  received 
and  delivered  at  La  Boca,  should  be  continued  to  be  handled  at  the  same  place, 
though  entered  and  cleared  by  the  American  authorities.  I  can  not  see  how 
the  wealth  or  prosperity  of  the  country  will  be  affected  In  any  way  by  this  fact 
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Our  sanitarians  and  engineers  are  just  now  ready  to  begin  their  work  of 
changing  the  health  conditions  which  have  heretofore  existed.  In  many  parts 
of  the  world  the  name  of  Panama  has  heretofore  been  associated  in  the  minds 
of  many  intelligent  people  with  the  idea  of  disease  and  death.  I  know  that 
this  reputation  was  not  altogether  deserved;  but  that  there  was  a  tremendous 
mortality  during  certain  past  ei)ochs  of  the  history  of  the  Isthmus  no  one  can 
deny.  This  condition  the  American  Government  has  undertaken  to  change.  It 
is  the  confident  hope  and  expectation  of  all  persons  connected  with  the  canal 
enterprise  that  the  city  of  Panama  will  be  made  as  healthful  and  as  salubrious 
and  as  attractive  as  in  the  past  it  has  been  the  opposite  in  the  opinion  of  many ; 
and,  if  we  realize  the  result  we  are  now  setting  out  to  accomplish.  It  seems  to 
be  entirely  reasonable  to  expect  that  the  capital  of  the  Republic  will  increase 
in  wealth  and  prosperity  in  a  degree  too  great  now  to  be  estimated,  and  that 
her  merchants,  her  bupiness  men,  her  professional  men,  the  employed  class  in 
all  ranks  and  degress  of  life  will  participate  in  the  advantages  to  come  from 
this  change. 

On  the  24th  of  June  the  President  oT  the  United  States  gave  me  instructions 
to  publicly  proclaim  the  law  resi)ecting  the  establishment  of  ports  at  Ancon 
and  Cristobal  and  the  application  of  customs  rules  and  regulations  to  the  Canal 
Zone.  I  received  this  communication  on  the  5th  day  of  July  and  hastened  to 
put  your  excellency  in  possession  of  a  copy  thereof  at  the  earliest  possible 
momenv,  because  I  knew  how  important  some  of  the  provisions  of  this  order 
were  to  the  Republic  of  Panama. 

In  previous  communications  on  the  general  subject  of  the  tariff  and  trade  I 
had  already  officially  re<iuested  of  my  Government  that,  in  case  it  should  be 
found  nocoKsary  to  apply  to  the  Zone  the  same  rates  of  duties  which  apply  to 
the  United  States,  they  should  give  to  the  governor  of  the  Zone  the  authority 
to  arrange  with  the  Government  of  Panama  a  reciprocity  agreement  which 
would  save  to  the  Republic  much  Inconvenience  which  would  come  from  diverse 
rates  of  duties  and  customs  In  the  Republic  and  In  the  Zone. 

I  pointed  out  particularly  the  desirability  of  arranging  the  duty  on  liquor 
and  tobac<x)  In  such  a  way  that  the  taxes  collected  within  the  Zone  and  without 
the  Zone  would  be  the  same,  and  I  informed  the  authorities  In  Washington 
that  the  President  of  the  Republic  had  already  had  delegated  to  him  by  the 
National  Assembly  the  authority  to  meet  the  United  States  In  these  reciprocal 
arrangements. 

You  have  not  failed  to  observe  that  these  provisions  looking  to  reciprocity 
are  provided  for  in  the  President's  order,  a  feature  of  this  law  which  I  am 
sure  you  will  concede  has  been  prompted  by  the  most  kindly  feeling  toward  the 
Republic,  and  all  that  now  remains  In  this  connection  Is  that  we  should  draw 
up  the  agreement  upon  the  tentative  understanding  that  Is  referred  to  by  the 
President  of  the  United  States. 

Coming  down  to  the  question  of  the  suspension  of  my  order,  I  am  sorry  to  say, 
as  I  have  already  Intimated,  that  this  is  impossible,  because  this  is  an  order 
based  entirely  on  iustinictlons  from  my  superiors ;  but  as  resi)ects  the  steamers 
which  may  hereafter  arrive  at  the  anchorage  near  Flamenco  and  there  discharge 
■  and  take  on  cargo  from  the  landing  place  to  the  east  of  the  city  of  Panama,  I 
shall  in  no  way  interfere  with  the  entry  and  clearance  of  those  vessels.  If  any 
such  vessel  should  bring  me  a  clearance  from  the  Panama  authorities  and  should 
enter  at  Ancon,  of  course  I  shall  be  obliged  to  give  that  vessel  proper  facilities 
to  complete  its  business.  If  vessels  are  lying  at  the  port  of  Ancon  and  have 
discharged  and  loaded  at  La  Boca  and  are  ready  to  proceed  on  their  way,  it 
would  be  manifestly  Improper  for  me  to  refuse  them  clearance;  but  that  this 
may  not  be  done  without  the  knowledge  of  your  excellency's  Government,  I 
shall  instruct  the  collector  of  customs  of  the  port  of  Ancon  to,  in  all  cases,  send 
to  the  captain  of  tlie  i)ort  of  Panama  a  (opy  of  any  clearance  which  he  may 
issue,  so  tliat  the  authorities  of  your  excellency's  Government  may  have  the 
earliest  Information  respecting  the  transaction. 

I  sliall  acquaint  your  excellency  with  any  instructions  I  may  receive  on  this 
subject. 

Your  excellency  has  cited  certain  articles  of  the  canal  treaty  as  sustaining  the 
position  of  the  Government  of  Panama  takes  with  respect  to  certain  geographical 
terms  and  to  the  treaty  Itself. 

In  this  reply  to  your  excellency's  presentation  I  have  not  discussed  the  treaty 
at  all,  or  any  of  its  provisions,  for  the  reason  that  I  deem  myself  precluded  from 
such  action,  in  that  the  American  Government  has  apparently  reached  a  de- 
cision on  these  points. 
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• 
Before  closing,  I  wish  to  say  that  in  all  my  negotiations  with  your  excellency 
and  in  my  Interviews  with  ^is  Excellency  the  President  of  the  Republic,  I  have 
received  the  most  cordial  and  friendly  and  even  generous  treatment,  a  fact 
"Which  I  have  not  failed  to  make  known  to  the  authorities  of  my  Government  in 
Washington,  and  if  there  is  anything  thnt  remains  undone  which  it  is  in  my 
power  to  do  to  cement  still  closer  those  relations  of  friendship,  I  shall  esteem  it 
a  great  favor  to  have  intimated  to  me  the  manner  in  which  that  can  be  accom- 
plished. 

I  have  the  honor  to  be,  excellency,  your  obedient  servant, 

,  Oovernor. 


Appendix  D. 

Isthmian  Canal  Zone,  Executive  Office, 

Ancon,  July  19,  1904, 

Excellency  :  I  am  in  receipt  of  a  letter  from  the  agent  of  the  Pacific  Mall 
Steamship  Company,  with  inclosures  to  the  same,  as  per  copies  herewith. 

Assuming  the  correctness  of  the  translation  and  of  the  coi>y  of  the  communi- 
cation dated  Panama,  July  16,  1904,  signed  by  the  Jefe  del  resguardo,  port  of 
Panama.  I  beg  to  ask  your  excellency's  attention  to  the  following : 

The  article  of  the  treaty  between  the  United  States  and  the  Republic  of 
Panama  giving  the  United  States  authority  over  the  Canal  Zone  also  gives  to 
the  United  States  "all  the  rights  and  authority"  which  a  sovereign  might 
exercise. 

One  of  the  acts  authorized  to  be  done  thereby  has  been  done  by  my  Govem- 
Dient  in  the  creation  of  ports  of  entry  for  the  Zone  and  the  establishment  of 
regulations  for  the  control  of  commerce  within  its  limits.  The  regulation  of 
foreign  commerce  with  the  Zone  is  one  of  the  functions  of  government,  and 
the  visit  of  the  port  captain,  clearance  from  last  port,  deliverj'  of  manifests, 
with  lists  of  stores  and  passengers,  are  all  acts  which  can  only  be  required  of 
vessels  transporting  foreign  conmierce  by  the  government  exercising  sovereign 
authority. 

I  observe  that  the  writer  of  the  letter  adverted  to  above  declares  that  La 
Boca  pier,  although  within  the  Canal  Zone.  **  has  to  come  under  the  juris- 
diction of  the  isthmian  authorities,"  therel)y  meaning,  as  I  suppose,  the  au- 
thorities of  the  Republic  of  Panama.  As  the  Republic  of  Panama  is  precluded 
from  the  exercise  of  any  sovereign  authority  within  the  limits  of  the  Canal 
Zone,  it  would  seem  to  be  self-evident  that  the  Jefe  del  resguardo  is  quite  in 
the  wrong  in  his  statement  that  La  Boca  is  under  the  jurisdiction  of  the 
Republic  of  Panama. 

As  all  the  vessls  of  the  Pacific  Mail  Steamship  Company  habitually  go  to  the 
La  Boca  pier,  there  to  discharge  and  receive  their  cargoes,  a  fact  which  seems 
to  have  been  known  to  the  jefe  del  resguardo,  and  as  your  execllency's  Govern- 
ment has  already  formally  recognized,  in  a  document  signed  on  the  15th  day 
of  June.  1904,  that  the  United  States  has  exclusive  jurisdiction  and  control 
over  the  Canal  Zone,  and  as  La  Boca  pier  and  the  dredged  canal  leading  thereto, 
which  serves  as  a  berth  for  vessels  lying  at  said  pier,  are  both  within  the  Zone, 
I  have  to  advise  your  excellency  that  while  I  have  no  objection  to  conceding 
that  vessels  bound  for  or  within  the  port  of  Ancon  may  be  boarded  by  the 
guards  and  other  port  authorities  of  the  Republic  of  Panama,  and  that  the 
captain  of  the  port  of  Panama  may  inspect  the  ship's  pai)ers.  so  as  to  facilitate 
the  c-ollectlon  nf  revenues  by  the  authorities  of  the  Republic  of  Panama  and  to 
prevent  contraband  trade,  as  contemplated  by  the  first  portion  of  the  last 
paragraph  of  article  11  of  the  canal  treaty,  yet  I  shall  consider  the  imposition 
of  a  fine  by  your  excellency's  Government,  or  by  the  authorities  of  the  port 
of  Panama.  u\yon  a  ship  lying  within  the  waters  of  the  i)ort  of  Ancon,  which  1 
consider  the  anchorage  adjacent  to  the  island  of  Naos  to  be,  as  an  act  not  jus- 
tified b3'  anything  heretofore  done,  or  left  undone,  by  the  agent,  owners,  or 
master  of  said  ship,  or  by  the  Government  of  the  United  States  or  of  the  Canal 
Zone. 

The  next  to  the  first  paragraph  of  the  letter  before  me  from  jefe  del 
resguardo  inquires  of  the  agent  of  the  Pacific  Mail  Steamship  Company  why 
he  changes  the  destination  of  merchandise  coming  as  local  cargo,  delivering 
the  same  at  a  port  considered  as  different  from  the  one  for  which  bills  of  lad- 
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ing  have  been  signed?  Since  freight  coming  by  vessels  discharging  at  La 
Boca  pier  is  treated  exactly  the  same  as  it  was  before  the  United  States  had 
any  authority  at  La  Boca,  I  can  not  see  the  pertinence  of  the  inquiry  made  by 
the  Jefe  del  resguardo.  The  agent  could,  perhaps,  respond  by  saying  that  a 
new  name  may  have  been  substituted  for  the  old  one,  because  Panama  had 
divested  herseif  of  jurisdiction  and  the  functions  of  sovereignty  at  La  Boca. 

Even  as  respects  the  old  landing  place  at  La  Boca,  now  in  the  port  of  Ancon, 
the  current  of  commercial  movement  is  now  exactly  as  before  Panama  sur- 
rendered her  jurisdiction  there.  The  merchants  of  Panama  receive  their  car- 
goes without  delay  and  without  other  taxes  or  charges  than  those  that  the 
Government  of  Panama  sees  fit  to  impose  on  goods  coming  within  Panaman 
jurisdiction. 

I  regret  exceedingly  the  necessity  of  addressing  this  letter  to  your  excel- 
lency, for  I  had  hoi)ed,  as  I  stated  in  our  last  interview,  that  a  modus  viveudi 
could  be  arranged  and  observed  until,  through  diplomatic  channels,  the  whole 
question  at  Issue  between  the  two  Governments  could  be  satisfactorily  ad- 
justed. At  that  interview  I  was  told  that  such  a  provisional  arrangement  was 
not  practicable,  since  I  could  not  discontinue  clearing  vessels  from  Ancon. 

I  have  informed  the  agent  of  the  Pacific  Mail  Steamship  Company  that  those 
vessels  wishing  to  come  to  the  Canal  Zone  with  clearance  from  foreign  ports 
for  the  port  of  Ancon  will  be  given  the  same  quick  dispatch  as  was  given  those 
vessels  recently  cleared  by  the  authorities  of  the  Republic  for  the  port  of  Ancon. 

As  your  excellency  will,  of  course,  understand,  the  foregoing  is  based  upon 
the  assumption  that  the  letter  of  the  jefe  del  resguardo,  of  which  I  send  copy 
herewith,  was  actually  written,  and  that  the  translation  hereof  is  correct. 
I  beg  to  assure  your  excellency  that  the  hope  is  sincere  on  my  part  that  no 
such  letter  was  written,  or  that,  if  written,  it  was  not  authorized  by  your  excel- 
lency's Government. 

With  the  continued  assurance  of  my  most  distinguished  consideration,  1 
have  the  honor  to  be,  excellency. 

Your  obedient  servant,  Geo.  W.  Davis, 

Governor, 

His  Excellency  Tomas  Abias,  etc. 


Appendix  E. 

[Memorandum.] 

Office  of  the  Secretary  of  Government  and  Foreign  Affairs, 

Panama,  July  21,  1904. 

The  undersigned,  secretary  of  government  and  foreign  affairs  of  the  Republic 
of  Panama,  has  received  instructions  from  the  President  of  the  aforesaid 
Republic  to  submit  to  his  excellency  the  envoy  extraordinary  and  minister  pleni- 
potentiary of  the  United  States  the  following : 

Pursuant  to  orders  given  by  the  President  of  the  United  States  of  America 
for  the  creation  of  ports  and  the  establishment  of  customs  regulations  in  the 
Canal  Zone,  the  governor  of  said  Zone  has  forthwith  declared  as  ports  of  entry 
the  section  denominated  La  Boca,  wherein  he  has  in  consequence  thought  fit 
to  assume  (disregarding  the  Republic  of  Panama)  the  prerogatives  of  sovereign 
of  the  port,  entering  and  clearing  vessels,  establishing  and  collecting  port  dues, 
and.  finally,  adopting  measures  tending  to  the  establishment  in  the  Canal  Zone 
of  the  customs  system  of  the  United  States. 

In  a  similar  fashion  the  postal  tariff  and  postage  stamps  of  the  United  States 
have  been  made  obligatory  within  the  limits  of  the  Canal  Zone,  and  it  appears 
the  belief  was  entertained  that  the  United  States  could,  at  its  option,  establish 
In  the  Canal  Zone  a  monetary  system  different  from  any  adopted  by  the  Republic 
of  Panama. 

Sueli  proceedings  and  intentions  are  undoubtedly  the  result  of  the  interpre- 
tation given  by  the  Uniteil  States  of  America  to  the  treaty  concluded  with 
Panama  on  the  18th  day  of  November,  1903.  On  such  points  as  are  of  vital 
imi)ortance  to  the  growing  Republic,  and  as  such  interpretation  clashes  with  the 
opinion  of  the  Government  of  Panama  in  what  concerns  the  treaty  itself  and 
the  points  at  issue,  the  undersigned,  in  the  name  of  the  President  of  the  Repub- 
lic, respectfully  invites  his  excellency  the  envoy  extraordinary  and  minister 
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plenipotentiary  of  the  United  States  to  exchange  views  in  connection  with  the 
iiieaHures  recently  adopted  in  the  Canal  Zone,  so  as  to  give  to  the  treaty  by 
mutual  accord  such  interpretation  as  is  found  to  conform  more  to  the  spirit 
and  letter  of  its  stipulations. 

Altliough  the  Republic  of  Panama  could  not  offer  any  obstacle  whatever  to 
tlie  wishes  and  convenience  of  the  United  States  when  negotiating  the  treaty 
of  the  38th  of  November,  1903,  it  did  observe,  nevertheless,  with  pleasure,  when 
approving  without  restrictions  said  treaty,  that  the  United  States  had  waived 
in  favor  of  the  Republic  of  Panama  that  which  was  neither  needed  by  the  United 
States  nor  by  the  canal  enterprise,  but  which  for  the  Republic  constitutes  the 
most  effective  guaranty  of  its  existence — the  fiscal  and  enconomical  sovereignty 
within  and  without  the  Canal  Zone. 

This  point  is  of  great  importance,  because  if  it  is  a  fact  that  a  nation  can  cede 
part  of  its  territory  and  Its  sovereign  rights  in  connection  therewith  without 
materially  affecting  its  proi)er  existence,  if  it  can  surrender  life  Itself,  this 
very  life  without  the  corresponding  nourishment  is  thereby  doomed  to  certain 
death. 

From  this  it  follows  that  the  treaty  concluded  with  the  United  States  amply 
provides  on  the  one  hand  for  all  requirements  of  the  canal  enterprise,  while  at 
the  same  time  It  fully  guarantees  succor  for  the  perpetual  existence  cf  the 
Republic  of  Panama. 

The  Republic  of  Panama  has  thus  agreed  to  surrender  a  strip  cf  land  of  the 
lequlred  area  and  with  fixed  boundaries  to  be  excavated  for  a  canal  and  to  be 
eventually  used  by  the  world's  commerce  between  the  Atlantic  and  Pacific 
oceans.  The  Zone  thus  surrendered  was  ceded  to  the  Government  of  the  United 
States  In  perpetuity  for  the  "construction,  maintenance,  operation,  sanitation, 
and  protection  of  said  canal."     Article  II  of  the  treaty. 

Whatever  was  considered  indispensable  by  the  United  States  to  secure  in 
peri>etuity  the  canal  enterprise  was  readily  granted  by  the  Republic  of  Panama. 
By  such  concession  the  Canal  Zone,  properly  speaking,  was  comprised  In  the 
grant,  together  with  such  lands  and  waters  without  the  Zone  as  might  be 
found  necessary,  including  the  Islands  of  Perico,  Naos,  Culebra,  and  Flamenco. 
Moreover,  it  comprehended  the  rights,  power,  and  authority  (as  per  Article  III 
of  the  treaty)  which  the  United  States  shall  have  and  exercise  as  if  It  were 
sovereign  of  the  territory  wherein  said  lands  and  waters  are  located,  entirely 
precluding  the  Republic  of  Panama  from  the  exercise  of  such  sovereign  rights, 
power,  or  authority. 

But  the  general  and,  so  to  speak,  the  universal  aspect  of  these  concessions  of 
sovereignty  have,  to  judge  from  the  embodiment  of  the  treaty,  two  concep- 
tions. One  Is  conditional  and  tlie  other  exceptional,  and  each  Is  Indispensable  to 
the  welfare  and  existence  of  the  Republic  of  Panama. 

These  two  points  are  those  which  the  undersigned,  the  secretary,  l)elleve8  to 
have  been  disregarded  by  the  authorities  of  the  Canal  Zone  by  means  of  the 
measures  denoted  In  the  foregoing. 

According  to  the  clause  in  question,  referred  to  in  Article  II  of  the  treaty, 
•*  the  cities  of  Panama  and  Colon  and  adjacent  ports  which  are  included  in  the 
described  2k>ne,  >?hall  not  be  considered  as  comprised  In  this  concession." 

This  provision  has  an  object  further  than  that  of  indicating  the  material 
possession  of  said  cities  and  ports.  It  Is  evident  that  the  object  of  the  provi- 
sion was  to  Insure  and  safeguard  the  very  existence  of  the  Republic  of  Panama, 
reserving  to  it  in  i)erpetulty  the  aforesaid  cities  and  ports  as  fiscal  resources 
wherefrorm  to  derive  the  most  effective  means  of  subsistence. 

The  Canal  Zone,  before  being  ceded  and  subsequent  to  Its  cession  to  the 
United  States,  formed  part  of  the  region  where  the  business  of  importation  and 
exportation  was  operated.  It  is  the  central  spot  between  the  two  seas.  The 
Republic  derived  its  life  and  existence  from  that  source,  and  hence  It  was 
found  necessary  to  reserve  that  spot,  notwithstanding  the  fact  that  In  all  other 
respects  It  was  ceded  to  the  United  States. 

It  is  the  opinion  of  the  undersigned  that  the  cities  of  Panama  and  Colon  and 
the  ports  adjacent  thereto  are  separate  and  distinct  from  the  Canal  Zone,  vir- 
tually leaving  the  Zone  without  jurisdictional  ports. 

Hence  the  right  of  levying  and  collecting  maritime  taxes,  etc.  (without  regard 
to  the  exceptions  provided  for  by  the  treaty  referring  to  all  shipping  and  to 
everything  connected  with  the  canal  enterprise),  has  invariably  been  a  pre- 
rogative of  the  Republic  of  Panama ;  and  the  Republic  claims  It  by  virtue  of  the 
spirit  and  letter  of  the  treaty  concluded  on  the  18th  of  November,  1903. 
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Not  only  that;  the  Republic  claims  the  acknowledgment  of  Its  economical 
and  fiscal  sovereign tj'  within  the  Canal  Zone,  not  alone  because  it  considers  the 
Government  as  having  been  vested  with  that  right  according  to  the  treaty,  but 
for  the  more  potent  reason  that  its  future  and  its  existence  depend  on  it  The 
fact  stands,  therefore,  that  Panama,  being  the  original  owner  of  the  Canal  Zone, 
will  steadfastly  claim  all  that  has  been  by  it  clearly  reserved  and  will  yield 
nothing  that  it  has  not  expressly  surrendered. 

The  sovereign  right  of  levying  taxes  within  the  Zone  does  not  appear  to  have 
been  surrendered  to  the  United  States  by  any  of  the  stipulations  of  the  treaty. 
On  the  contrary,  that  right  is  implicitly  acknowledged  by  Clauses  X  and  XIII, 
wherein  are  specified  the  effects  that  can  not  be  subject  to  taxes.  It  follows, 
therefore,  that  other  effects  are  liable  to  taxation.  In  other  words,  national 
taxes  and  contributions  take  effect  in  the  Canal  Zone  in  so  far  as  not  ex- 
pressly excepted  by  said  Articles  X  and  XIII. 

This  being  the  case,  the  fact  of  excluding  from  the  Canal  Zone,  by  order  of 
the  authorities  there,  the  postal  tariff  and  postage  stjimps  of  the  Republic  of 
Panama,  is,  to  say  the  least,  improper,  inasmuch  as  such  proceeding  affects  in 
a  marked  manner  a  source  of  revenue  from  which  it  expects  good  results  in  the 
near  future. 

Finally,  and  as  a  logical  understanding  of  tJtie  meaning  of  the  treaty  whereby 
the  fiscal  and  economical  sovereignty  is  assured  to  the  Republic,  it  considers  that 
the  rights  which  are  so  clearly  and  expressly  reserved  to  itself  have  not  been 
given  the  proper  consideration. 

The  foregoing  are  ideas  which  have  been  considered  as  proper  to  submit  to 
his  excellency  the  envoy  extraordinary  and  minister  plenipotentiary  of  the 
United  States  of  America  as  a  true  expression  of  the  feeling  of  the  National 
Government  in  order  to  serve  as  a  basis  of  an  Interpretation  of  the  treaty  of 
•the  18th  of  November,  1903.  the  subject-matter  of  which  is  of  such  vital  im- 
portance to  the  Republic  of  Panama. 

TOMAS  Abias. 


Panama,  July  28,  1904. 

Mr.  Minister  :  On  account  of  the  opening  of  the  ports  In  the  Panama  Canal 
Zone  and  the  consequent  acts  executed  by  the  authorities  of  that  territory 
and  by  the  agents  of  navigation  companies  and  captains  of  ships,  grave  diffi- 
culties have  arisen  and  the  outlook  for  the  future  life  of  the  Republic  of  Pan- 
ama is  in  every  way  a  deplorable  one.  As  an  independent  and  sovereign  state, 
the  Republic  is  deserving  of  the  right  of  respect  even  by  the  most  powerful 
nations  in  the  world  and  by  the  United  States  of  America.  The  United  States 
is  a  natural  ally,  and  the  Republic  of  Panama  has  not  only  the  right  to  expect 
common  respect  from  this  source,  but  more  deferential  and  special  treatment 
than  which  has  been  accorded  to  it. 

The  treaty  of  November  18.  1903,  can  not  and  should  not  serve  as  a  pretext 
for  any  unusual  tendencies  on  the  part  of  either  party  to  the  contract.  It  is 
really  a  bond  of  perpetual  union  between  the  two  nations  upon  which  the  eyes 
of  the  universe  are  fixed  in  the  expectation  of  realizing  a  great  and  mutual 
benefit  Starting,  then,  with  this  same  conception  my  Government  can  not 
accept  the  idea  that  the  opening  of  the  said  ports  was  in  obedience  to  the 
orders  of  your  excellency's  Government,  but  to  the  erroneous  interpretation  of 
the  treaty  on  the  part  of  the  authorities  of  the  Canal  Zone.  Be  this  as  it  may, 
the  acts  thus  far  accomplished  are  of  a  highly  alarming  nature  and  threaten  to 
impair  the  interests  and  lessens  the  dignity  of  the  Republic. 

Because  of  this  condition  I  take  this  opportunity  to  present  to  your  excel- 
lency a  most  courteous  but  solemn  and  energetic  protest  against  such  acts  as 
are  being  accomplished  while  the  illustrious  Government  of  your  exoollency 
is  indifferent  to  the  exceptional  demands  of  the  situation. 

I  take  this  opportunity  to  renew  to  your  excellency  the  assurance  of  my 
highest  consideration  and  especial  appreciation. 

TO.MAS  Arias. 

His  Excellency  John  Babbett,  etc. 
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Appendix  F. 

Isthmian  Canal  Zone,  Executive  Office, 

Ajicon,  August  2,  1904, 

Sir  :  I  have  received  your  appreciated  favor  of  the  1st  Instant  covering  copy 
ill  Spanis^h,  with  English  translation,  of  the  protest  filed  with  you  by  the 
minister  of  foreign  relations  of  the  Government  of  Panama  against  the  atti- 
tude and  acts  of  the  Canal  Zone  authorities  in  the  matter  of  opening  the  ports 
of  Ancon  and  Cristobal. 

Concerning  the  first  paragraph  of  the  letter  above  refen-ed  to,  I  notice  ex- 
pressions and  references  which  can  only  be  considered  as  relating  to  the  United 
States  which  surprise  me  very  much,  but  it  is  not  my  province  to  discuss  those 
matters. 

I  find  in  the  second  paragraph  the  following  expression : 

••  ♦  •  •  My  Government  can  not  accept  the  idea  that  the  opening  of  the 
said  ports  was  in  obedience  to  the  orders  of  your  excellency's  Government,  but 
to  the  erroneous  interpretation  of  the  respective  treaty  on  the  part  of  the 
authorities  of  the  Canal  Zone.     •     •    ♦  " 

This  amounts  to  a  declaration  on  the  part  of  the  minister  for  foreign  relations 
of  the  Republic  of  Panama  that  the  opening  of  the  ports  in  the  Canal  Zone  was 
not  in  obedience  to  orders  from  the  Government  of  the  United  States,  but  was 
due,  instead,  to  an  erroneous  interpretation  of  the  treaty  on  the  part  of  "the 
authorities  of  the  Canal  Zone.*' 

As  every  official  act  of  said  authorities  was  taken  by  my  Initiative  or  author- 
ization or  with  my  knowledge,  I  can  only  recognize  in  the  language  used  an 
assertion  that  I  have  exceeded  my  authority. 

On  the  5th  day  of  July,  1904,  I  addressed  to  his  excellency  the  secretary  of 
state  of  the  Republic  of  Panama  a  letter  containing  the  following  words : 

"  I  have  this  day  received,  by  transmission  through  the  Secretary  of  War  of 
the  United  States,  the  order  of  the  President  of  the  United  States  regarding 
customs  tariffs  and  duties  for  the  Canal  Zone,  of  which  I  inclose  copy  herewith. 

"  Thinking  it  may  be  a  matter  of  interest  to  your  excellency's  Government,  r 
take  this  early  opportunity  of  giving  you  the  information  therein." 

The  inclosure  to  the  letter,  referred  to  in  the  above  quotation,  the  full  text 
of  which  was  transmitted  to  the  secretary  of  government,  had  as  its  first  section 
the  following : 

**  By  direction  of  the  President,  it  is  ordered : 

"  Section  1.  The  territory  of  the  Canal  Zone  of  the  Isthmus  of  Panama  is 
hereby  declared  open  to  the  commerce  of  all  friendly  nations.  All  articles, 
goods,  and  wares,  not  included  in  the  prohibited  list,  entering  at  the  established 
customs  ports  will  be  admitted  upon  payment  of  such  customs  duties  and  other 
charges  as  are  in  force  at  the  time  and  place  of  their  importation." 

By  the  second  section  of  this  order  of  the  President  of  the  United  States  it  ia 
provided : 

"  Sec.  2.  For  the  purposes  of  customs  administration  in  said  Canal  Zone  there 
are  hereby  established  two  collection  districts  as  follows : 

"  First.  The  district  of  Ancon,  comprising  the  southern  half  o4  said  Canal 
Zone    ♦     •     •. 

"  The  port  of  entry  in  said  district  shall  be  Ancon. 

•*  Second.  The  district  of  Cristobal,  comprising  the  northern  half  of  said  Canal 
Zone    •     •     •. 

•*  The  port  of  entry  in  said  district  shall  be  Cristobal." 

On  the  6th  day  of  July,  1904,  I  had  the  honor  to  receive  from  his  excellency 
the  secretary  of  state  and  minister  for  foreign  relations  a  letter  acknowledg- 
ing receipt  of  the  above  referred  to  communication,  in  the  following  terms : 

"  I  have  the  honor  to  acknowledge  the  receipt  of  your  excellency's  attentive 
communication  of  to-day's  date,  accompanied  by  a  press  copy  of  the  fiscal  dls- 
lK>sition8  dictated  by  the  President  of  the  United  States  for  observance  in  the 
Isthmian  Canal  Zone." 

In  view  of  this  correspondence  the  statement  of  this  secretary  of  government 
and  minister  for  foreign  affairs,  to  the  effect  that  his  Government  can  not 
accept  the  idea  that  the  opening  of  said  ports  was  in  obedience  to  the  orders  of 
the  United  States  Government,  is  entirely  incomprehensible  to  me. 
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I  am  entirely'  ignorant  of  the  existence  of  any  authority  for  the  statement 
made  by  the  secretary  of  government  and  minister  for  foreign  relations,  and  I 
would  be  glad  to  have  the  proof  cited  upon  which  he  relies  in  support  of  his 
statement. 

Very  respectfully, 

,  Oovemor, 

Hon.  John  Barbk:tt, 

Envoy  Extraordinary  and  Minister  Plenipotentiary  of  the  United  States, 
Panama,  Republic  of  Panama. 


Panama,  August  27,  1904. 

Mr.  Minister  :  I  have  before  me  your  excellency's  esteemed  note  of  the  18tb 
Instant,  inclosing  a  copy  of  the  letter  of  General  Davis,  governor  of  the  Canal 
Zone,  addressed  to  your  excellency  on  the  2d  instant,  and  showing  his  surprise 
ut  the  terms  of  the  protest  which  I  presented  to  your  excellency  on  July  28  upon 
the  question  of  the  opening  of  the  ports  in  the  Zone. 

It  is  quite  true  that  General  Davis  forwarded  to  this  office  in  his  note  of  July  5 
a  copy  of  the  order  of  the  President  of  the  United  States  of  America,  issued 
through  the  Secretary  of  War,  and  I  acknowledge  receipt  of  the  same  on  July  6 ; 
but  as  from  the  terms  in  which  the  order  was  conceived  it  could  be  deduced  that 
the  principal  object  of  the  order  was  to  declare  open  to  the  commerce  of  all 
nations  the  territory  of  the  Canal  Zone,  without  implying  the  opening  of  the 
proper  maritime  ports  at  each  end  of  the  Zone,  because  such  a  proceeding  would 
jnake  illusory  the  existence  of  the  ports  of  Panama  and  Colon  which  were  guar- 
anteed by  the  exception  which  limited  the  general  rule  of  the  treaty  of  Noveml>er 
.18,  1903,  the  undersigned  considered  and  will  still  consider  that  the  order  of  His 
Excellency  the  President  of  United  States  should  not  be  interpreted  in  any 
other  way  and  hence  is  the  reason  for  the  conception  which  surprised  General 
Davis. 

Now,  if  the  order  in  question  extends  to  the  opening  of  maritime  ports,  this 
order  does  not  conform  with  the  text  of  the  treaty  according  to  the  understand- 
ing of  my  Government,  and  General  Davis  remains  exempt  from  all  observation 
as  the  executor  of  the  order. 

At  all  events  the  matter  now  finds  itself  in  diplomatic  discussion  and  no 
doubt  soon  a  decision  will  be  reached,  and  then  it  will  be  seen  which  of  the 
parties  was  mistaken,  but  I  think  that  the  views  expressed  by  one  party  should 
not  be  used  against  the  other,  because  such  a  proceeding  would  limit  the  free 
defense  of  the  rights  which  one  of  the  parties  considers  that  it  holds. 

Such  l)eing  the  case,  without  doubt  General  Davis  should  not  see  In  the  terms 
of  my  protest  any  groundless  opinion  against  his  actions  as  governor  of  the 
Canal  Zone,  but  only  the  voice  of  duty  raised  for  the  protection  of  rights  which 
are  considered  Incontrovertible.  General  Davis,  on  the  contrary,  has  t>een  and 
always  will  be  the  object  of  my  highest  consideration. 

Tom  AS  Abiab. 

His  Excellency  John  Barrett, 

Envoy  Extraordinary  and  Minister  Plenipotentiary 

»  of  the  United  States  of  America. 


Exhibit  G. 

July  16,  1904. 
Isthmian,  Washington: 

*  *  *  Two  telegrams  14th  received.  Have  seen  sec.  state.  Differences  be- 
tween Panama  and  America  fundamental,  former  contending  that  until  after 
completion  canal  latter  has  no  right  to  establish  for  Zone  any  customs  system 
or  i)orts  entry  for  International  connnerce.  In  reply  to  my  question  if  Govern- 
ment was  ready  to  discuss  reciprocal  agreement,  articles  eight  and  nine  Presi- 
dents order  June  24,  sec.  state  said  that  was  premature  since  his  Government 
believed  ours  could  not  legally  Impose  any  trade  conditions  that  could  be  the 
subject  of  an  agreement.  In  my  opinion  cauFO  of  change  and  refusal  to  grant 
clearance  for  Ancon  after  granting  clearances  four  vessels  arises  from  alarm 
Panama  merchants  lest  Dlugley  tariff  in  Zone  will  destroy  their  business.  If 
assurances  was  given  to  sec.  state  that  under  articles  eight  and  nine,  President's 
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order,  it  is  contemplated  that  reciprocal  agreement  would  provide  for  excise, 
license,  and  consumption  rates  in  Zone  on  goods  imported  from  America,  so  that 
cost  to  consumer  in  Zone  and  Republic  would  be  same  might  allay  fear  which 
Government  shares  with  merchants  and  facilitate  negotiations  I  am  required  to 
conduct  Think  it  would  be  right  to  make  liquor  and  tobacco  cost  Zone  inhabit- 
ants what  it  does  now,  Republic  conceding  large  reductions  their  tariff  on  other 
American  products. 

Yesterday  City  Peking,  having  cleared  from  Central  American  port  for  Ancon 
on  arrival  was  boarded  by  captain  port  Panama,  who  entered  protest  for  that 
Government  against  entry  at  Ancon.  The  vessel  entered,  is  now  unloading, 
and  goods  arriving  for  Panama  merchants  by  this  steamer  are  already  in  their 
possession.  When  ready  to  leave  steamer  will  be  cleared  by  me.  I  have  not 
collected  any  tariff  duties  on  imported  goods  or  interfered  in  any  way  with 
ordinary  current  of  commercial  movement.  Authorities  Republic  concede 
American  right  to  import  free  of  duties  everything  required  for  canal  construc- 
tion, directly  or  indirectly,  but  no  other  commercial  privilege.  Few  weeks  ago 
I  know  they  had  a  different  view,  and  the  passage  of  their  law  number  05, 
June  6,  proves  that  fact  My  relations  with  Panama  authorities  entirely 
friendly. 

•  • 

Washington,  D.  C,  July  U,  X904. 
Isthmian,  Panama: 

With  reference  to  your  telegram  of  11th,  suggest  that  confer  with  Panama 
officials  respecting  plan  for  the  use  of  anchorage  and  wharves  at  La  Boca  for 
vessels  desiring  land  cargo  at  Panama.  United  States  are  trying  to  avoid 
injury  to  commerce  of  Republic,  and  it  should  not  be  difficult  arrange  for 
passage  of  merchandise  in  bond  or  under  other  guaranty  from  La  Boca  to 
Panama.  This  matter  was  included  in  the  provisions  of  sections  eight,  nine» 
order  President  of  the  United  States,  June  24th.  Upon  receipt  of  letter  men- 
tioned in  your  telegram  you  will  receive  further  advice. 


July  14,  1904. 
Continue  to  deal  with  La  Bocas  all  within  Zone.  Refer  to  our  letter  of  May 
31.  also  agreement  with  Panama,  concluded  and  forwarded  by  you  June  21. 
Hope  you  will,  by  unofficial  friendly  conference  with  officials  of  the  Republic, 
induce  them  to  continue  in  force  as  a  temporary  arrangement  issuance  clear- 
ances vessels  proceeding  ports  Republic  to  Ancon,  Cristobal,  and  not  to  interfere 
with  vessels  entering  at  Ancon  from  outside  ports  until  questions  mentioned 
can  be  adjusted  amicably  by  due  and  orderly  negotiations  through  diplomatic 
channels.  Telegraph  the  result  of  conference.  Department  of  State  have  not 
received  intimation  that  Republic  considers  recent  order  of  President  of  United 
States  with  regard  of  customs  in  violation  of  treaty.  Law  June  6  Panama 
National  Assembly  recognize  right  and  provide  for  results  of  exercise.  Under- 
stand, according  to  your  telegram,  that  Manavi,  anchored  off  Flamenco,  is 
lightering  its  cargo  into  Panama,  and  will  load  with  new  cargo  from  Panama. 
If  we  are  right,  pursuant  comity  of  nations  you  should  consider  vessel  as  being 
alongside  wharf  at  Panama,  and  therefore  at  liberty  to  move  from  port  in 
watefB  of  Zone  without  clearance  from  United  States. 


Appendix  H. 
Modus  Vivendi, 

The  secretary  of  state  for  the  department  of  government  and  foreign  affairs 
of  the  Republic  of  Panama,  the  envoy  extraordinary  and  minister  plenipoten- 
tiary of  the  United  States  of  America  in  this  city,  and  the  governor  of  the  Canal 
Zone  met  in  the  office  of  the  first  functionary,  and  considering : 

Section  1.  (a)  That  the  governor  of  the  Canal  Zone  has  put  into  practice  acts 
against  which  the  Republic  of  Panama  has  solemnly  protested  regarding  said 
acts  contrary  to  the  rights  guaranteed  in  article  2  and  corelatlves  of  the 
treaty  of  November  18, 1903 ; 
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(b)  That  the  governor  of  tbe  Zone  on  his  part  understands  that  the  measures 
adopted  by  him  have  a  justification  In  the  rights  which  the  same  dispositions 
stipulate  for  the  Government  of  the  United  States  and  in  the  orders  received  by 
him  from  Washington  ; 

(c)  That  such  a  difference  of  opinion  arises  from  the  interpretations  which 
each  party  gives  to  the  said  stipulations ;  and 

(d)  That,  as  in  similar  emergencies  which  have  occurred  in  diplomatic  inter- 
course, in  order  to  obtain  the  true  interpretation  of  the  stipulations  they  will 
agree  upon,  as  a  measure  of  prudence,  the  following  modus  vivendi : 

Section  11.  (a)  Pending  the  settlement  of  the  questions  in  controversy  by 
diplomatic  means,  not  to  violate  the  existing  state  of  affairs  growing  out  of  tbe 
emergency  referred  to;  and 

(&)  To  accept  the  adjustment  of  the  situation  as  outlined  in  the  attached 
memorandum. 

In  faith  whereof  they  sign  the  present  document  in  Panama,  in  triplicate, 
August  — ,  1904. 

Secretary  of  State  for  the  Department  of 

Qovernment  and  Foreign  Affairs. 


Envoy  Extraordinary  and  Minister  Plenipotentiary. 


Governor  of  the  Canal  Zone. 


MEMORANDUM. 


1.  Vessels  arriving  at  the  customary  anchorage  near  the  Islands  of  Flamenco- 
Naos,  having  clearance  for  the  port  of  Panama,  which  may  be  discharged  at 
the  railroad  wharf  or  at  the  English  wharf  east  of  the  city  of  Panama,  will  be 
received  and  dispatched  by  the  Panama  authorities  without  molestation  or  inter- 
vention by  the  authorities  of  the  Caiial  Zone. 

2.  Vessels  arriving  at  the  customary  anchorage  near  the  islands  of  Flamenco- 
Naos,  having  clearance  for  the  port  of  Panama,  which  vessels  are  to  discharge 
their  cargoes  at  La  Boca  wharf  in  the  port  of  Ancon,  will  be  cleared  by  the 
Panama  authorities  for  the  port  of  Ancon ;  when  discharged  and  ready  to  depart 
they  will  be  cleared  from  the  port  of  Ancon  by  the  authorities  of  the  Canal 
Zone. 

3.  Vessels  arriving  at  the  customary  anchorage  near  the  islands  of  Flamenco- 
Naos,  having  clearance  from  the  last  port  to  the  port  of  Ancon.  will  be  entered 
at  said  port,  and  when  discharged  will  be  cleared  and  dispatched  to  their  home 
ports  by  the  authorities  of  the  Canal  Zone. 

4.  Vessels  arriving  at  the  customary  anchorage,  near  the  islands  of  Flamenco- 
Naos,  cleared  from  last  port  for  the  port  of  Ancon,  but  unable  to  obtain  a  berth 
for  discharging  cargo  at  the  La  Boca  pier,  which  therefore  must  discharge  at 
the  old  wharf  of  the  Panama  Railroad  or  at  the  English  wharf  in  the  harbor 
east  of  the  city  of  Panama,  will  be  cleared  for  the  port  of  Panama  by  tlie 
authorities  of  the  Canal  Zone,  and  when  such  vessel  shall  have  finished  dis- 
charging will  be  cleared  and  dispatched  to  her  destination  by  the  authorities 
of  the  Republic  of  Panama. 

5.  The  parties  to  this  modus  vivendi  hereby  declare  that  the  use  «f  the 
anchorage  near  the  islands  of  Flamenco-Naos  shall  be  free  to  ships  discharging 
either  at  the  old  landing  places,  at  the  Panama  Railroad  wharf  and  at  the 
English  wharf  east  of  the  city  of  Panama,  or  at  the  La  Boca  wharf;  and  the 
authorities  of  the  Republic  of  Panama  on  the  one  hand  and  of  the  United 
States  on  the  other  do  not  and  will  not  admit  that  such  acts  establish  a  prece- 
dent to  the  prejudice  of  the  rights  of  the  respective  parties. 


Depabtment  of  Revenues, 

Di\asioN  OF  CrsTOMS, 
Aficon,  Canal  Zone,  October  29^  190^. 
Sib:  I  have  the  honor  to  transmit  herewith  statement  of  transactions  had  in 
the  customs  department  for  the  quarter  ending  Sei>eniber  30,  1904. 

Acting  under  your  instructions   (communicated  to  my  predecessor  in  office 
imder  date  July  15,  1904 )i  there  has  been  no  collections  of  duties,  fines,  custom 
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fees,  tonnage  tax,  or  other  miscellaneous  custom  collections  in  the  Canal  Zone 
since  the  department  of  customs  was  organized.  Entrance  of  all  vessels  with 
proper  papers  has  been  permitted  at  the  ports  of  Ancon  and  Cristobal  and  clear- 
ances have  been  granted  them.  The  ordinary  services  to  vessels  and  seamen, 
which  are  by  law  a  part  of  the  duty  of  a  collector,  have  been  performed  by  your 
custom  authorities. 

Wherever  it  has  been  possible  to  safeguard  the  revenues  of  the  Republic  of 
Panama  by  notifying  them  of  cargoes  of  merchandise  consigned  to  ports  in  the 
Canal  Zone,  but  for  ultimate  consumption  In  the  Republic  of  Panama,  It  has 
been  done. 

I  have  also  attached  a  statement  of  the  shipping  entering  the  port  of  Colon, 
vessels  from  which  cargo  is  received  into  and  through  the  Canal  Zone. 

While  there  has  been  very  little  done  in  the  customs  department  up  to  the 
present  time,  owing  to  the  differences  of  opinion  between  the  authorities  of  the 
Governn^ent  of  the  Republic  of  Panama  and  those  of  the  United  States,  I  antici- 
pate, upon  the  settlement  of  these  differences,  a  much  larger  amount  of  work 
and  a  reasonable  amount  of  revenues. 

Owing  to  the  situation  which  at  present  exists  in  regard  to  customs  affairs, 
I  have  the  honor  to  report  that  no  employees  have  been  appointed,  with  the 
single  exception  of  a  deputy  collector. 

Very  respectfully,  Tom  M.  Cooke. 

Collector  of  Customs. 

MaJ.  Gen.  GfX>ROE  W.  Davis, 

Oovemor  Canal  Zone,  Ancon. 


Movement  of  vessels  at  the  port  of  Colon  for  the  montfis  of  August  and  September y  1904, 


NHtionality. 


American Steam  — 

Do ..   S»iil 

Brltifib I  Steam 


Class. 


Do. 
Ocmian  .... 

French 

Norwegian . 

Italian 

Spanbih 

AoHtrian  ... 
Isthmian... 


Total. 


Sfiil 

Steam 

..  .do.... 
....do.... 
....do.... 
....do.... 
....do.... 
Sail 


Number 
entering. 


121 


Tonnage. 


86,966 

956 

87,271 

1,343 
19,038 
28,018 
12,483 

6,508 
11,286 

3,343 
245 


207,341 


Number 
clearing. 


121 


Tonnage. 


86,966 

956 

87,271 

1,343 
19.088 
28,018 
12,485 

6,508 
11,286 

8,343 
245 


207,841 


Movement  of  vessels  at  the  port  of  Ancon,  Canal  Zone,  for  the  quarter  ended  September  SO, 

1904. 


Nationality. 

Class. 

Number 
entering. 

Tonnage. 

Number 
clearing. 

Tonnage. 

A  »n4*rlCan r   .        -  r  ,,.....,,,   r  x ^  T  T  - 

Steam .... 

14 
8 
7 

26,491 
11,995 
11,429 

IS 
8 

7 

26,451 
11,996 
11,429 

Bntish. 

do.... 

Chilean    

do..,. 

Total 

29 

49.916 

28 

48,875 

Veswls  remaining  in  port,  1:  American:  tonnaffe,  1,040. 

S^rrices  rendered  to  seamen  for  quarter  ended  September  30,  1904: 

Seamen  diwhaived 9 

Seamen  . shipped 13 

Seamen  deserted 14 

Seam«n  deceased None. 

Seamen's  vrages  collected 8202.29 

Seamen's  wagea  paid  out 1202.29 


Respectfully  submitted. 


Tom  M.  Cooke,  Collector  of  Customs. 
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Reply  of  Secretary  of  State  to  SeHor  de  Ohaldia. 

No.  12.]  Depabtment  of  State, 

Washington,  October  24, 1904. 

Mb.  Minibteb  :  I  have  the  honor  to  acknowledge  the  receipt  of  your  communi- 
cation dated  August  11,  1904,  advising  this  Department  that  you  have  received 
instructions  from  the  Republic  of  Panama  "to  talie  steps  looking  toward  the 
obtaining  of  a  satisfactory  settlement  of  the  difficulties  which  have  unexpectedly 
arisen  between  the  authorities  of  the  Republic  and  the  governor  of  the  Canal 
Zone,  owing  to  the  interpretation  given  by  the  latter  to  some  of  the  clauses  of 
the  agreement  concerning  the  Isthmian  canal  concluded  l)etween  the  two 
countries  on  November  18  last" 

The  action  of  the  Zone  authorities,  of  which  complaint  is  made,  was  taken 
pursuant  to  orders,  copies  of  which  are  herewith  transmitted,  issued  by  direc- 
tion of  the  President  of  the  United  States,  and  therefore  it  is  inaceurate  to 
attribute  said  orders  to  the  governor  of  the  Canal  Zone. 

I  have  read  with  the  care  and  consideration  its  importance  required  the 
argument  set  forth  in  your  communication  in  support  of  the  contention  that 
the  United  States  is  acting  in  excess  of  its  authority  (1)  in  opening  the  terri- 
tory of  the  Canal  Zone  to  the  commerce  of  friendly  nations;  (2)  in  establish- 
ing rates  of  customs  duties  for  importations  of  merchandise  into  the  Zone;  (3) 
in  establishing  post-offlees  and  a  postal  service  in  said  Zone  for  the  handling  of 
foreign  and  domestic  mailable  matter. 

The  right  of  the  United  States  to  adopt  and  enforce  the  provisions  of  said 
orders  Is  dependent  upon  Its  rights  to  exercise  the  powers  of  sovereignty  as  to 
the  territory  and  waters  of  the  Canal  Zone,  and  whether  or  not  the  United 
States  Is  authorized  to  exercise  sovereign  powers  in  that  territory  is  to  be 
determined  by  the  terms  of  the  convention  of  November  18,  1903,  between  the 
Republic  of  Panama  and  the  United  States,  referred  to  In  your  communication 
as  the  Hay-Varilla  convention. 

The  United  States  can  not  accede  to  the  proposition  advanced  by  you  as 
follows : 

"As  an  Indispensable  antecedent  of  the  Hay-Varllla  convention  must  be  re- 
garded the  Hay-Herran  treaty,  concluded  January  22,  1903." 

Whatever  could  or  would  have  been  the  effect  of  the  stipulations  of  the  pro- 
posed treaty  with  Colombia,  known  as  the  "  Hay-Herran  treaty,"  is  rendered 
unimportant  by  the  fact  that  said  treaty  was  not  concluded,  but  was  rejected 
by  Colombia. 

I  note  your  reference  to  the  provisions  of  said  proposed  treaty  with  Colombia 
(Art  IV)  : 

"The  Government  of  the  United  States  •  •  ♦  disclaims  any  intention 
•  ♦  •  to  increase  its  own  territory  at  the  expense  of  Colombia  or  of  any 
of  the  sister  republics  of  Central  and  South  America;  It  desires,  on  the  con- 
trary, to  strengthen  the  power  of  the  republics  on  this  continent,  and  to  pro- 
mote, develop,  and  preserve  their  prosperity  and  Independence." 

The  policy  thus  announced  did  not  originate  with  the  proposed  treaty  with 
Colombia.  It  Is  the  long-established  policy  of  the  United  States,  constantly 
adhered  to ;  but  said  policy  does  not  Include  the  denial  of  the  right  of  transfer 
of  territory  and  sovereignty  from  one  republic  to  another  of  the  Western  Hemi- 
sphere, upon  terms  amicably  arranged  and  mutually  satisfactory,  when  such 
transfer  promotes  the  peace  of  nations  and  the  welfare  of  the  world.  That  the 
United  States  may 'acquire  territory  and  sovereignty  in  this  way  and  for  this 
purpose  from  its  sister  republics  In  this  hemisphere  Is  so  manifest  as  to  pre- 
clude discussion. 

The  Government  of  the  Republic  of  Panama  having  seen  fit  to  object  to  the 
exercise  by  the  United  States  within  and  over  the  Canal  Zone  of  the  c/rdinary 
powers  of  sovereignty,  this  Government  while  It  can  not  concede  the  question  to 
be  open  for  discussion  or  the  Republic  of  Panama  to  possess  the  right  to  challen^ 
such  exercise  of  authority,  considers  it  fitting  that  the  Republic  of  Panama 
should  be  advised  as  to  the  views  on  the  subject  entertained  by  the  United 
States  and  the  reasons  therefor. 

The  United  States  acquired  the  right  to  exercise  sovereign  powers  and  juris- 
diction over  the  Canal  Zone  by  the  convention  of  November  18,  1903,  between  the 
Republic  of  Panama  and  the  United  States. 

The  character  and  extent  of  the  grant  of  governmental  powers  to  the  United 
States  and  the  resulting  right  and  authority  In  the  territory  of  the  Zone  are  set 
forth  in  a  separate  article,  as  follows : 
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''Abticle  III.  Tbe  Republic  of  Panama  grants  to  the  United  States  all  the 
rights,  powers,  and  authority  within  the  Zone  mentioned  and  described  In 
Article  II  of  this  agreement  and  within  tbe  limits  of  all  auxiliary  lands  and 
waters  mentioned  and  described  in  said  Article  II,  which  the  United  States 
would  possess  and  exercise  if  it  were  the  sovereign  of  the  territory  within 
which  said  lands  and  waters  are  located  to  the  entire  exclusion  of  the  exercise 
by  the  Republic  of  Panama  of  any  such  foreign  rights,  power,  or  authority." 

Let  us  test  the  existing  controversy  by  the  provisions  of  this  article.  "  If 
the  United  States  ♦  •  ♦  were  the  sovereign  of  the  territory,"  would  It 
possess  the  right  and  authority  to  regulate  commerce  therewith,  establish  cus- 
toms-houses therein,  and  provide  postal  facilities  therefor?  This  question  must 
be  answered  in  the  affirmative. 

If  it  were  conceded  that  the  abstract,  nominal  "  rights,  power,  and  authority  of 
sovereignty  in  and  over  the  Zone  "  are  vested  in  the  Republic  of  Panama,  there 
would  Ftill  remain  the  fact  that  by  said  Article  III  the  United  States  is  au- 
thorized to  exercise  the  rights,  power,  and  authority  of  sovereignty  "to  the 
entire  exclusion  of  the  exercise  by  the  Republic  of  Panama  of  any  such  sov- 
ereign rights,  power,  or  authority." 

If  it  could  or  should  be  admitted  that  the  titular  sovereign  of  the  Canal  Zone 
is  the  Republic  of  Panama,  such  sovereign  is  mediatized  by  its  own  act,  solemnly 
declared  and  publicly  proclaimed  by  treaty  stipulations,  induced  by  a  desire  to 
make  possible  the  completion  of  a  great  work  which  will  confer  inestimable 
benefit  upon  the  people  of  the  Isthmus  and  the  nations  of  the  world.  It  Is 
difficult  to  believe  that  a  member  of  the  family  of.  nations  seriously  contem- 
plates abandoning  so  high  and  honorable  a  position  in  order  to  engage  in  an 
endeavor  to  secure  what  at  best  is  a  "  barren  8eei)ler." 

Under  the  stipulations  of  Article  III,  if  sovereign  powers  are  to  be  exercised 
in  and  over  the  Canal  Zone,  they  must  be  exercised  by  the  United  States. 
Such  exercises  of  power  must  be,  therefore,  in  accordance  with  the  Judgment 
and  discretion  of  the  constituted  authorities  of  the  United  States,  the  gov- 
ernmental entity  charged  with  responsibility  for  snch  exercise,  and  not  in  ac- 
cordance with  the  Judgment  and  discretion  of  a  governmental  entity  that  is  not 
charged  with  such  responsibility  and  by  treaty  stipulations  acquiesces  In  "  the 
entire  exclusion  of  the  exercise  by  it  of  any  sovereign  rights,  power,  or 
authority  "  in  and  over  the  territory  involved. 

Article  II  of  the  convention  provides  that  "  the  Republic  of  Panama  grants 
to  the  United  States  in  perpetuity  the  use,  occupation,  and  control  of  a  zone 
of  land  and  land  under  water  for  the  construction, -maintenance,  operation,  sani- 
tation, and  protection  of  said  canal." 

The  Panaman  authorities  now  contend  that  the  words  "for  the  construc- 
tion, maintenance,  operation,  sanitation,  and  protection  of  said  canal,"  con- 
stitute a  limitation  on  the  grant ;  that  is  to  say,  that  the  grant  is  confined  to  the 
purposes  so  stated.  The  position  of  the  United  States  is  that  the  words 
•*  for  the  construction,  maintenance,  operation,  sanitation,  and  protection  of  the 
said  canal "  were  not  intended  as  a  limitation  on  the  grant,  but  are  a  declara- 
tion, and  appropriate  words  of  conveyance.     The  compensation  for  the  grant 

A  document  evidencing  a  grant  or  transfer  usually  sets  forth  a  description 
of  the  property  granted,  the  inducement  leading  up  to  the  grant,  the  compensa- 
tion, and  appropriate  words  of  conveyance.  The  compensation  for  the  grant 
under  consideration  Is  set  forth  in  Article  XIV  of  the  treaty,  as  follows : 

•*A8  the  price  or  compensation  for  the  rights,  powers,  and  privileges  granted  in 
this  convention  by  the  Republic  of  Panama  to  the  United  States,  the  Government 
of  the  United  States  agrees  to  pay  to  the  Republic  of  Panama  the  sum  of  ten  mil- 
lion dollars  ($10,000,000)  In  gold  coin  of  the  United  States    ♦    ♦     ♦." 

Article  I  of  the  treaty  provides  that  "  the  United  States  guarantees  and  will 
maintain  the  independence  of  the  Republic  of  Panama." 

It  would  undoubtedly  be  offensive  to  the  Republic  of  Panama  to  be  placed 
before  tbe  world  as  having  been  Induced  to  consent  "to  the  entire  exclusion 
•  •  •  of  any  sovereign  rights"  in  the  territory  of  the  Canal  Zone  by  the 
payment  of  money  or  because  of  a  want  of  ability  to  maintain  Its  independence. 
It  would«  however,  be  highly  honorable  and  entirely  Justifiable  to  consent  to 
such  exclusion  of  sovereign  right  when  the  moving  cause  or  Inducement  Is  "  the 
construction,  sanitation,  maintenance,  operation,  and  protection"  of  a  work  of 
saeh  stupendous  magnitude  and  world-wide  importance  as  the  isthmian  canal. 

The  grant  to  the  United  States  provided  for  in  said  treaty  included  also  prop- 
erty other  than  the  territory  of  the  Zone.    Article  VIII  stipulates  that — 
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**The  Republic  of  Panama  ^ants  to  the  TJDlted  States  all  rights  which  it 
now  has  or  hereafter  may  acquire  to  the  property  of  the  New  Panama  Canal 
Company  and  the  Panama  Railroad  Company,  as  a  result  of  the  transfer  of 
sovereignty  from  the  Republic  of  Colombia  to  the  Republic  of  Panama  over  the 
Isthmus  of  Panama    ♦    ♦    ♦." 

If  the  grant  is  subject  to  the  condition  and  limitation  contended  for  by  the 
Panaman  authorities,  and  the  United  States  is  not  entitled  to  the  revenues 
or  benefits  of  the  territory  of  the  Zone,  or  to  regulate  its  commerce  with  foreign 
nations,  or  to  control  its  international  relations,  it  &\fio  follows  that  the  United 
States,  while  it  may  use  the  Panama  Railroad  "for  the  construction,  mainte- 
nance, operation,  sanitation,  and  protection  of  said  canal,"  is  not  at  liberty  to 
regulate  the  use  of  said  railroad  by  foreign  commerce,  and  such  revenue  as  is 
received  by  virtue  of  the  rights  conferred  by  the  treaty,  excepting  for  local 
trafllc,  belongs  to  the  Republic  of  Panama.    The  proposition  refutes  itself. 

The  great  object  sought  to  be  accomplished  by  the  treaty  is  to  enable  the 
United  States  to  construct  the  canal  by  the  expenditure  of  public  funds  of  the 
United  States — funds  created  by  the  collection  of  taxes  and  moneys  derived 
from  the  revenue  measures  of  the  United  States.  For  many  years  after  the 
adoption  of  our  Constitution  the  belief  prevailed  that  the  funds  of  tlie  National 
Government  could  not  be  expended  in  the  construction  of  public  Improvements, 
excepting  those  required  for  the  use  of  the  National  Government,  such  as  the 
Capitol,  Executive  Department  buildings,  arsenals,  forts,  custom-houses,  post- 
offices,  etc.  The  construction  of  highways,  railroads,  etc.,  the  improvement  of 
rivers  and  harbors,  etc.,  the  protection  and  improvement  of  water  powers,  con- 
struction of  canals,  and  similar  undertakings  for  the  use  and  convenience  of 
the  general  public  and  private  enterprises  was  considered  to  be  outside  the  com- 
petency of  the  National  Government,  although  said  works  were  to  be  con- 
structed in  territory  subject  to  the  national  sovereignty. 

Finally  It  was  established  that  the  National  Government  had  the  authority 
to  enter  upon  the  construction  of  public  works  of  the  character  referred  to, 
and  to  devote  the  public  funds  of  the  nation  thereto ;  and  the  treasons  inducing 
such  determination  are  all  predicated  on  the  fact  that  such  public  works  are  to 
be  situated  in  territory  subject  to  the  national  sovereignty.  It  Is  quite  prob- 
able that  this  phase  of  the  situation  is  not  considered  by  the  Panaman  authori- 
ties, and  that  they  do  not  distinguish  the  difference  between  the  Government  of 
the  United  States  and  the  French  canal  company.  The  French  company  was 
a  private  enterprise  and  derived  its  funds  from  individuals  who  voluntarily 
devoted  their  private  means  to  promoting  the  endeavor.  Such  funds  could  be 
expended  anywhere  and  for  any  purpose  sanctioned  by  the  contributors. 

But  the  Government  of  the  United  States  in  building  the  canal  does  not 
expend  private  funds,  but  public  moneys  derived  by  public  taxation  for  public 
purposes.  Moneys  so  realized  may  be  used  for  national  purposes  outside  the 
territory  subject  to  the  national  sovereignty,  such,  for  Instance,  as  the  promo- 
tion of  a  war  in  foreign  territory,  for  in  time  of  war  the  war  powers  of  the 
nations  are  called  into  activity,  and  those  powers  are  coextensive  with  the 
nation's  necessities,  and  the  conduct  bf  war  is  especially  enjoined  upon  the 
National  Government  by  our  Constitution ;  so  also  these  funds  may  be  expended 
for  the  purchase  of  ground  for  the  erection  of  embassies,  coaling  stations,  etc, 
for  those  are  instrumentalities  of  the  National  Government;  but  the  Isthmian 
canal  is  an  instrumentality  of  commerce,  a  measure  for  the  promotion  of  the 
purposes  of  peace.  Commerce  Is  the  life  of  a  nation,  but  it  Is  conducted  by  indi- 
vidual citizens  in  a  private  capacity  and  not  ks  a  governmental  institution. 

That  the  plain  and  obvious  meaning  of  Article  III  was  the  one  originally 
Intended  by  the  parties  to  the  treaty  is  further  shown  by  the  provisions  of 
Articles  IX,  X,  XII,  XIII. 

For  the  proper  understanding  of  the  provisions  of  said  articles  it  Is  necessary 
to  bear  in  mind  that  the  city  of  Colon,  on  the  Atlantic,  and  the  city  of  Panama, 
on  the  Pacific,  each  has  a  harbor  in  which  are  constructed  wharves  and  piers 
suitable  for  landing  cargoes  and  passengers.  Both  of  these  cities  are  in  territory 
of  the  Republic  of  Panama.  On  the  Pacific  side  the  canal  pierces  the  Isthmas 
at  a  point  nearly  5  miles  distant,  following  the  shore  line,  from  the  ships  land- 
ing in  the  harbor  at  Panama,  and  about  2^  miles  distant  straight  across  the 
peninsula.  On  the  Atlantic  side  the  canal  pierces  the  Isthmus  at  a  point  lialf  a 
mile  across  the  bay  from  the  piers  in  the  harbor  of  Colon. 

At  the  Pacific  entrance  to  the  canal  the  French  company  erected  a  large  pier 
and  dredged  out  a  channel,  so  that  vessels  of  deep  draft  might  come  up  to  this 
pier.    This  point  is  called  La  Boca.    A  ^branch  of  the  Panama  Railroad  con- 
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liects  said  pier  with  the  main  line.  Vessels,  however,  continue  to  enter  the 
harbor  at  the  city  of  Panama  and  discharge  their  cargoes.  The  waters  of  this 
harbor  are  shallow,  and  deep-draft  vessels  anchor  offshore  and  lighter  their 
cargoes,  as  they  did  for  more  than  a  century  before  the  pier  was  built  and  the 
channel  dredged  at  La  Boca. 

On  the  Atlantic  side  of  the  Isthmus  the  harbor  and  piers  of  the  city  of 
Colon  are  the  ones  of  more  convenient  access  to  vessels.  The  entrance  to  the 
canal  on  the  Atlantic  side  is  called  Cristobal,  at  which  point  there  is  a  small 
temporary  wharf,  recently  constructed,  but  a  channel  has  not  been  dredged  out 
Consequently,  practically  all  vessels  sailing  the  Atlantic  from  the  United 
States  and  elsewhere  land  at  the  Colon  piers.  The  Panama  Railroad  Company 
has  a  line  of  steamers  between  Colon  and  New  York,  and  there  is  also  a  steam- 
fchip  line  between  Colon  and  New  Orleans.  By  far  the  greater  portion  of  the 
coomaerce  of  Colon  is  with  the  United  States,  and  it  was  obvious  at  the  time 
the  treaty  was  negotiated  that  a  large  quantity  of  materials  and  supplies  and 
a  large  number  of  employees  for  the  canal  construction  and  the  government  of 
the  Zone  would  arrive  at  Colon  from  the  United  States.  Two  piers  in  the  Colon 
harl>or  belonged  to  the  Panama  Railroad  Company  and  are  now  owned  by  the 
Government  of  the  United  States,  but  between  said  piers  and  the  line  of  the 
Canal  Zone  there  is  a  strip  of  land  subject  to  the  sovereignty  of  the  Republic 
of  Panama. 

The  provisions  of  Articles  IX,  X,  XII,  and  XIII  are  intended  to  provide  for 
the  proper  exercise  of  governmental  authority  under  these  conditions  of  fact. 
Article  IX  relates  to  the  exercise  of  authority  by  both  Governments.  When 
separated  the  provisions  read  as  follows : 

**  The  United  States  agrees  that  the  ports  at  either  entrance  of  the  canal  and 
the  waters  thereof  shall  be  free  for  all  time,  so  that  there  shall  not  be  imposed 
or  collected  custom-house  tolls,  tonnage,  anchorage,  light-house,  wharf,  pilot,  or 
quarantine  dues,  or  any  other  charges  or  taxes  of  any  kind  upon  any  vessel  using 
or  passing  through  the  canal,  or  upon  the  cargo,  officers,  crew,  or  passengers  of 
any  such  vessels,  except  such  charges  as  may  be  imposed  by  the  United  States 
for  the  use  of  the  canal  or  other  works." 

If  it  were  intended  that  the  United  States  should  not  secure  the  right  to  regu- 
late foreign  commerce  entering  the  Zone,  why  was  it  required  to  stipulate  that 
it  would  not  impose  or  collect  custom-house  tolls,  tonnage,  anchorage,  light- 
house, wharf,  pilot,  or  quarantine  dues,  or  any  other  charges  or  taxes  of  any 
kind  upon  the  cargo,  officers,  crew,  or  passengers  of  ships  entering  the  canal? 
If  the  Republic  of  Panama  is  the  sovereignty  exercising  Jurisdiction  over  for- 
eign commerce  within  the  Zone,  why  was  the  exception  respecting  tolls  and 
charges  for  the  use  of  the  canal  and  other  works  made  in  favor  of  the  United 
States? 

The  stipulations  of  said  Article  IX  respecting  the  exercise  of  authority  by  the 
Republic  of  Panama  are  as  follows : 

*'  The  Republic  of  Panama  agrees  that  the  towns  of  Panama  and  Colon  shall 
be  free  for  all  time,  so  that  there  shall  not  be  imposed  or  collected  custom-house 
tolls,  tonnage,  anchorage,  light-house,  wharf,  pilot,  or  quarantine  dues,  or  any 
other  charges  or  taxes  of  any  kind  upon  any  vesc^el  issuing  or  passing  through 
the  canal  or  belonging  to  or  employed  by  the  United  States,  directly  or  indi- 
rectly, in  connection  with  the  construction,  maintenance,  operation,  sanitation, 
and  protection  of  the  main  canal  or  auxiliary  works,  or  upon  the  cargo,  officers, 
crew,  or  passengers  of  any  such  vessels,  except  tolls  and  charges  imposed  by 
the  Republic  of  Panama  upon  merchandise  destined  to  be  introduced  for  the 
consumption  of  the  rest  of  the  Republic  of  Panama,  and  upon  vessels  touching 
at  the  ports  of  Colon  and  Panama  and  which  do  not  cross  the  canal." 

The  expression  "  the  rest  of  the  Republic  of  Panama  "  must  be  held  to  refer 
to  that  portion  of  the  territory  of  the  Republic  as  existing  at  the  time  the 
treaty  was  negotiated,  lying  ouside  the  boundaries  of  the  proposed  Canal  Zone, 
unless  it  is  insisted  that  it  refers  to  that  portion  of  the  Republic  which  Is  not 
included  in  the  towns  of  Colon  and  Panama — a  contention  that  would  hardly  find 
favor  with  the  authorities  of  the  Republic.  Why  this  exception  in  favor  of  the 
Republic  of  Panama  if  that  Government  possesses  the  right  to  regulate  foreign 
commerce  with  the  territory  of  the  Zone? 

Article  IX  contains  the  further  provision : 

**  The  Government  of  the  Republic  of  Panama  shall  have  the  right  to  estaV 
lish  in  such  ports  [the  ports  at  either  entrance  of  the  canal]  and  In  the  towns 
of  Panama  and  Colon  such  houses  and  guards  as  it  may  deem  necessary  to  col- 
lect duties  on  importations  destined  to  other  portions  of  Panama,  and  to  pre- 
vent contraband  trade." 
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Why  this  provision  if  the  right  existed? 

For  the  proper  understanding  of  Article  X  it  is  necessary  to  bear  in  mind  that 
the  French  Canal  Company  owned  and  the  United  States  purchased  from  it  a 
large  amount  of  real  estate  situated  in  the  towns  of  Colon  and  Panama,  which 
towns  are  subject  to  the  sovereignty  of  the  Republic  of  Panama.  Among  other 
pieces  of  property,  the  canal  office  building,  a  large  structure  in  the  center  of  the 
town  of  Panama,  the  railroad  station  and  terminals  at  Colon  and  Panama,  the 
large  piers  in  the  harbor  at  Colon,  the  steamships,  tugs,  and  other  water  craft 
belonging  to  the  Panama  Railroad,  and  the  canal  company *s  warehouses  filled 
with  machinery,  materials,  and  supplies. 

Practically  all  the  employees  working  in  and  around  these  structures,  and 
many  other  employees  of  the  government  of  the  Zone,  the  Panama  Railroad 
and  the  canal  construction  department,  reside  in  Colon  and  Panama.  To  meet 
this  situation  the  treaty  provides  aa  follows : 

"Article  X.  The  Repifblic  of  Panama  agrees  that  there  shall  not  be  imposed 
any  taxes,  national,  municipal,  departmental,  or  of  any  other  class  upon  the 
canal,  the  railways,  and  auxiliary  works,  tugs,  and  other  vessels  employed  in 
the  service  of  the  canal,  storehouses,  workshops,  offices,  quarters  for  laborers, 
factories  of  all  kinds,  warehouses,  wharves,  machinery  and  other  works, 
property  and  effects  appertaining  to  the  canal  or  railroad  or  auxiliary  works, 
or  their  offices  or  employees  situated  within  the  cities  of  Panama  and  Colon, 
and  that  there  shall  not  be  imposed  contributions  or  charges  of  a  personal 
character  of  any  kind  upon  officers,  employees,  laborers,  and  other  individuals 
in  the  service  of  the  canal  and  railroad  and  auxiliary  works." 

Attention  is  directed  to  the  fact  that  by  the  foregoing  article  the  Republic  of 
Panama  foregoes  the  right  to  impose  "  any  taxes,  national,  municipal,  or  depart- 
mental," on  the  property  of  the  United  States  and  its  employees  situated  in  the 
cities  of  Panama  and  Colon.  If  it  had  l)een  contemplated  that  the  Republic  of 
Panama  retained  sovereign  rights  In  the  Zone  or  was  at  liberty  to  exercise  those 
rights  in  that  territory  the  United  States  would  certainly  have  required  the 
same  exceptions  for  the  large  amount  of  its  property  in  the  Zone  as  it  required 
for  its  property  in  the  cities  of  Panama  and  Colon. 

Perhaps  no  more  complete  refutation  of  the  claims  advanced  by  the  Repub- 
lic of  Panama  is  necessai-y  than  to  propound  the  inquiry.  Is  the  Republic  of 
Panama  authorized  to  impose  national,  municipal,  and  departmental  taxes  on 
the  property  of  the  United  States  situated  in  the  Canal  Zone? 

So  well  understood  was  It  that  the  exercise  of  sovereign  powers  by  the  Re- 
public of  Panama  was  to  be  confined  to  the  territory  remaining  to  the  Republic 
that  in  at  least  three  articles  referring  to  such  exercise  of  power  the  territory 
of  the  Republic  Is  not  mentioned,  although  manifestly  no  other  territory  was 
under  consideration. 

The  articles  referred  to  are  X,  XII,  and  XIII. 

Article  X  provides  "  that  there  shall  not  be  imposed  contributions  or  charges 
of  a  personal  character  of  any  kind  upon  officers,  employees,  laborers,  and  other 
individuals  In  the  service  of  the  canal  and  railroad  and  auxiliary  works." 

Article  XII  provides:  "The  Government  of  the  Republic  of  Panama  shall 
permit  the  Immigration  and  free  access  to  the  lands  and  workshops  of  the  canal 
and  Its  auxiliary  works  of  all  employees  and  workmen  of  whatever  nationality, 
under  contract  to  work  upon  or  seeking  employment  upon  or  in  any  wise  con- 
nected with  the  said  canal  and  its  auxiliary  works,  with  their  respective  fam- 
ilies, and  all  such  persons  shall  be  free  and  exempt  from  the  military  service  of 
the  Republic  of  Panama." 

It  is  i)erfectly  plain  that  these  stipulations  relate  to  the  exercise  of  govern- 
mental authority  In  the  territory  outside  of  the  Canal  Zone. 

I^et  it  be  supposed  that  this  treaty  did  not  contain  the  provision  '*  all  such 
persons  shall  be  free  and  exempt  from  the  military  service  of  the  Republic  of 
Panama."  Would  anyone  contend,  after  reading  Article  III  of  the  treaty,  that 
a  citizen  of  the  United  States  employed  on  the  canal  and  residing  in  the  Zone 
owed  such  temporary  allegiance  to  the  Republic  of  Panama  as  to  be  liable  to 
military  service  for  that  Government? 

Article  XIII  must  also  be  considered  as  relating  to  the  territory  of  the  Repub- 
lic of  Panama.  That  article  provides  that  "the  United  States  may  import** 
(pass  through  the  territory  of  the  Republic)  "  Into  the  Zone  and  auxiliary  lands, 
free  of  cusoms  duties,  Imports,  taxes,  or  other  charges  and  without  any  restric- 
tions," certain  designated  articles,  respecting  which  further  provision  is  made^ 
as  follows : 
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**  If  any  such  articles  are  disposed  of  for  use  outside  of  the  Zone  and  auxil- 
iary lands  granted  to  the  United  States  and  within  the  territory  of  the  Re- 
pabllc.  they  shall  be  subject  to  the  same  Import  or  other  duties  as  like  articles 
imported  under  the  laws  of  the  Republic  of  Panama/' 

Manifestly  It  is  not  until  the  goods  are  "  outside  the  Zone  "  and  "  within  the 
territory  of  the  Republic "  that  they  ai^e  subject  to  "  Import  or  other  duties 
under  the  laws  of  the  Republic  of  Panama." 

The  Panamanian  authorities  insist  that  It  is  by  virtue  of  Article  XIII  that  the 
pr<^erty  of  the  United  States  acquires  the  right  of  free  entry  Into  the  Zone. 
Such  contention  Is  not  warranted.  Said  article  Is  Intended  to  give  the  right  of 
free  transit  across  the  territory  of  the  Republic  of  Panama  for  goods  belonging 
to  the  United  States.  The  right  of  the  United  States  to  take  its  property  into 
the  Zone  results  from  the  provisions  of  Article  XIII.  The  construction  contended 
for  by  Panama  makes  Article  XIII  contradict  If  not  nullify,  Article  III.  for 
by  the  terms  of  Article  III  the  Republic  of  Panama  grants  to  the  United  States 
*'  all  the  rights,  power,  and  authority  of  a  sovereign  to  the  entire  exclusion  of 
the  exercise  by  the  Republic  of  Panama  of  any  such  sovereign  rights,  power,  or 
authority"  In  the  Canal  Zone. 

When  due  consideration  Is  given  to  Article  III  It  Is  apparent  that  Article  XIII 
relates  to  the  exercise  of  sovereign  powers  by  the  Republic  of  Panama  In  ter- 
ritory wherein  such  exercise  is  contemplated  by  the  treaty,  to  wit  the  territory 
of  the  Republic. 

Under  the  construction  of  Article  XIII  contended  for  by  Panama  the  right  of 
that  Republic  to  tax  the  goods  in  question  depends  upon  the  ownership  of  the 
property  without  regard  to  the  place  of  final  destination ;  if  the  goods  are  the 
property  of  the  United  States  they  enter  free  and  remain  exempit  from  tariff 
imposts  so  long  as  they  continue  to  be  the  property  of  the  United  States;  if, 
however,  the  United  States  parts  with  the  ownership  the  sovereignty  of  Panama 
may  Impose  on  said  goods  the  customs  duties  prescribed  by  the  laws  of  that 
Republic. 

If  the  Republic  of  Panama  is  authorized  to  exercise  sovereign  powers  In  the 
Canal  Zone,  and  the  sovereign  right  to  Impose  customs  duties  Is  restrained 
only  by  the  fact  of  ownership  by  the  United  States,  it  would  follow  that  If  the 
TTnlted  States  transferred  the  ownership  of  property  deposited  In  the  Canal 
Zone  such  property  would  be  subject  to  said  right,  whether  It  remained  in  the 
Zone  or  not.  But  said  Article  XIII  expressly  declares  that  the  right  to  Impose 
customs  duties  on  such  property  Is  to  be  exercised  in  the  event  only  that  "  such 
articles  are  disposed  of  for  use  outside  the  Zone  and  auxiliary  lands  granted 
the  United  States  and  within  the  territory  of  the  Republic." 

Clearly  the  exercise  by  the  Republic  of  Panama  of  the  sovereign  right  to 
impose  customs  duties  on  goods  of  the  character  under  consideration  Is  de- 
pendent upon  two  facts :  First,  that  the  goods  are  owned  by  some  one  other  than 
the  Government  of  the  United  States ;  second,  that  the  goods  are  to  be  used 
outside  the  Zone  and  within  the  territory  of  the  Republic  of  Panama  by  some 
one  other  than  the  United  States. 

A  careful  examination  of  the  provisions  of  Article  XIII  discloses  that  they 
combine  definite  description  of  specific  articles  and  indefinite  classification  of 
property  in  general. 

The  article  under  consideration  (XIII)  reads  as  follows: 

"Tlie  United  States  may  import  at  any  time,  into  the  Zone  and  auxiliary 
lands,  free  of  customs  duties,  imports,  taxes,  or  other  charges,  and  without  any 
restrictions,  any  and  all  vessels,  dredges,  engines,  cars,  machinery,  tools,  explo- 
sives, materials,  supplies,  and  other  articles  necessary  and  convenient  in  the 
construction,  maintenance,  operation,  sanitation,  and  protection  of  the  canal 
*and  auxiliary  works,  and  all  provisions,  medicines,  clothing,  supplies,  and 
otlier  things  necessary  and  convenient  for  the  officer^  employees,  workmen,  and 
laborers  in  the  service  and  employ  of  the  United  States  and  for  their  families." 

Read  by  the  light  of  contemporaneous  history,  it  Is  diflicult  to  see  how  this 
article  can  be  considered  as  relating  to  the  exercise  of  authority  anywhere 
except  in  the  territory  of  the  Republic  of  Panama. 

Tliat  the  grant  accomplished  by  the  treaty  was  a  grant  of  land  and  sovereign 
right  thereover,  and  not  a  mere  concession  or  privilege,  is  shown  by  the  granting 
clauses  and  also  by  the  references  to  the  grant  In  subsequent  clauses  of  the 
treaty;  for  instance,  Article  XIII  employs  the  expression  "outside  the  Zone 
and  auxiliary  lands  granted  to  the  United  States  and  within  the  territory  of 
the  Republic.'' 
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In  support  of  the  contention  advanced  by  the  Government  of  the  Republic  of 
Panama,  you  quote  Article  IV  of  the  proposed  treaty  with  Colombia.  The  first 
stipulation  of  that  article  is  as  follows : 

**  The  rights  and  privileges  granted  by  the  terms  of  this  convention  shall  not 
affect  the  sovereignty  of  the  Republic  of  Ck)lombia  over  the  territory  within 
whose  boundaries  such  rights  and  privileges  are  to  be  exercised." 

No  such  provision  as  the  foregoing  appears  in  the  convention  between  the 
United  States  and  the  Republic  of  Panama;  on  the  contrary,  Article  III  of 
the  convention  with  Panama  provides  that — 

**  The  Republic  of  Panama  grants  to  the  United  States  all  the  rights,  powers, 
and  authority  within  the  Zone  •  ♦  ♦  which  the  United  States  would  pos- 
sess and  exercise  if  it  were  the  sovereign,  ♦  ♦  •  to  the  entire  exclusion 
of  the  exercise  by  the  Republic  of  Panama  of  any.  such  sovereign  rights,  power, 
or  authority." 

This  stipulation  is  plain  and  its  purpose  manifest.  If  the  powers  of  sover- 
eignty are  to  be  exercised  in  that  territory  the  right  to  exercise  them  belongs 
to  the  United  States. 

Permit  me  to  call  your  attention  to  certain  official  acts  of  the  Grovemment  of 
the  Republic  of  Panama  which  evidence  that  the  legislative,  executive,  and 
Judicial  branches  of  that  Government  have  heretofore  accepted  and  acted  upon 
the  theory  that  the  convention  of  November  18,  1903,  conveyed  the  territory 
of  the  Canal  Zone  and  sovereign  jurisdiction  thereover  to  the  United  States. 

The  constitution  of  the  Republic  of  Panama  was  formulated  during  the  time 
the  treaty  between  the  United  States  and  Panama  was  pending  before  the 
Senate  of  the  United  States.  The  constitution  was  adopted  on  February  13 
and  proclaimed  February  15,  1904.  The  Senate  recommended  the  ratifica- 
tion of  the  treaty  on  February  23,  and  the  President  carried  out  the  recom- 
mendation on  February  25,  1904. 

The  constitution  of  Panama  described  the  boundaries  of  that  Republic  as 
follows : 

"Abt.  3.  The  territory  of  the  Republic  is  composed  of  all  the  territory  from 
which  the  State  of  Panama  was  formed  by  the  amendment  to  the  Granada 
constitution  of  1853  ♦  ♦  ♦  together  with  its  islands  and  of  the  continental 
and  insular  territory.  •  ♦  ♦  The  territory  of  the  Republic  remains  subject 
to  the  jurisdictional  limitations  stipulated  or  which  may  be  stipulated  in  public 
treaties  concluded  with  the  United  States  of  North  America  for  the  construc- 
tion, maintenance,  or  sanitation  of  any  means  of  Interoceanlc  transit" 

What  is  meant  by  "jurisdictional  limitations"  If  it  were  intended  that  the 
pending  treaty  should  convey  nothing  but  rights  of  property?  Why  was  this 
limitation  placed  upon  the  extent  of  the  national  domain,  if  the  United  States 
was  to  be  a  mere  concessionaire  subject  to  the  jurisdiction  of  the  Republic  of 
Panama? 

The  legislative  branch  of  the  Government  of  the  Republic  of  Panama  has 
recognized  the  right  of  the  United  States  to  exercise  the  sovereign  authority  to 
regulate  foreign  commerce  with  the  territory  of  the  Zone  and  has  enacted  two 
statutes  with  reference  to  such  exercise  of  authority  by  the  United  States. 

Law  No.  65,  enacted  by  the  National  Assembly  of  Panama  on  June  6,  1904, 
"conferring  certain  authority  upon  the  Executive,"  is  as  follows: 

"Abticle  1.  Authority  is  given  to  the  Executive  to  reduce,  as  may  be  con- 
venient, those  duties,  the  collection  of  which,  at  the  rates  established  by  the 
present  law,  ordinances,  or  decrees,  would  be  prejudicial  to  commerce  and  to 
the  public  because  of  great  differences  there  might  be  between  them  and  those 
established  by  the  United  States  Government  for  the  Canal  Zone. 

"Abt.  t.  Authority  is  also  given  to  the  Executive  to  enter  Into  an  agree- 
ment with  the  Government  of  the  United  States  respecting  the  rates  of  duties 
to  be  collected  in  the  Can^l  Zone  and  the  cities  of  Panama  and  Colon:  Pro- 
vided, hotrever.  That  the  said  duties  shall  be  uniform  throughout  the  terri- 
tory named,  which  agreement  shall  remain  in  force  until  annulled  by  the 
National  Assembly." 

Your  attention  Is  directed  to  the  fact  that  the  foregoing  act  of  tl\e  National 
Assembly  of  Panama  was  enacted  eighteen  days  prior  to  the  date  of  the  order 
of  the  President  of  the  United  States  opening  the  territory  of  tJie  Canal  Zone 
to  commerce  and  establishing  customs-houses  therein. 

Law  No.  88,  enacted  by  the  National  Assembly  of  Panama  on  July  16,  1904, 
provides  as  follows: 
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^'Abt.  23.  The  Executive  is  authorized  to  reduce  the  slaughterhouse  duty 
on  cattle  killed  in  the  districts  of  Panama,  Olon,  and  Bocas  del  Toro  when 
the  fiscal  system  to  be  introduced  into  the  Zone  ceded  to  the  United  States,  in 
his  opinion,  requires  it" 

It  can  not  escape  observation  that  the  legislative  branch  of  the  Govem- 
jiient  of  the  Republic  of  Panama  by  legislative  enactment  declared  the  Zone 
to  be  "ceded  to  the  United  States/'  and  dealt  with  accordingly. 

The  executive  branch  of  the  Government  of  the  Republic  of  Panama,  also,  has 
recognized  the  right  of  the  United  States  to  exercise  the  powers  of  sovereignty 
in  the  Canal  Zone.  By  July  17,  1904,  His  Excellency  the  President  of  that 
Republic  officially  advised  the  governor  of  the  Canal  Zone  as  follows : 

Repubuo  of  Panama  Presidencia, 

Panama,  July  17,  1904. 
MaJ.  Gen.  Geo.  W.  Davis, 

Oovemor  of  the  Canal  Zone,  Present, 
Dear  Sib  :  I  have  the  pleasure  to  Inform  you  that  I  am  fully  authorized  by 
law  recently  enacted  by  the  National  Assembly,  to  reduce  or  increase  our  duties 
and  taxes  accordingly  with  the  rates  which  your  Government  shall  establish 
at  the  Canal  Zone. 

Yours,  truly,  M.  Amadob  Gukbbebo. 

To  carry  out  the  suggestion  contained  in  the  foregoing  letter  and  to  enable 
the  executive  branch  of  the  Government  of  the  Republic  of  Panama  to  pursue 
the  course  obviously  intended  and  provided  for  by  the  National  Assembly  of 
Panama,  it  was  necessary  for  the  United  States  to  malte  known  what  duties 
and  taxes  would  be  levied  and  collected  in  the  Canal  Zone.  Whereupon  the 
President  of  the  United  States  directed  the  issuance  of  the  order  of  June  24, 
1904,  of  which  complaint  is  now  made. 

Conclusive,  as  to  the  right  of  the  United  States  to  exercise  sovereign  Juris- 
diction in  the  Zone,  is  the  fact  that  upon  the  arrival  of  MaJ.  Gen.  George  W. 
Davis,  whom  the  President  had  appointed  governor  of  the  Canal  Zone  and  dele- 
gated to  administer  the  government  of  said  territory,  all  the  officials  of  the 
Republic  of  Panama  ceased  to  exercise  any  authority  respecting  the  administra- 
tion of  government  in  that  territory,  the  soldiers  and  police  of  that  Republic 
stationed  in  the  territory  were  withdrawn,  the  officers  of  all  branches  of  govern- 
ment stationed  in  the  territory  surrendered  their  offices  and  were  superseded  by 
appointees  of  the  United  States. 

The  withdrawal  from  the  Zone  of  the  officials  of  the  Republic  of  Panama  was 
pursuant  to  an  order  issued  by  the  secretary  of  state  and  foreign  affairs  of  that 
Repablic,  upon  the  signing  of  the  agreement  respecting  the  boundary  line  be- 
tween the  Zone  and  the  cities  of  Colon  and  Panama.  The  order  was  dated  June 
17, 1904,  and  reads  as  follows : 

**GovEBivoB,  Colon: 

^  Districts  of  railway  line  are  comprised  within  Canal  Zone  and  from  to-day 
authorities  and  public  employees  in  said  Zone  cease  in  their  functions  as  mem- 
bers of  the  Government  of  the  Panama  Republic,  according  to  convention  signed 
yesterday.    Advise  you  for  your  information. 

"Attentive  servant,  Tomas  Abias." 

Upon  the  assumption  of  governmental  authority  over  the  Zone  by  the  United 
States  it  became  important  that  the  line  of  separation  between  the  Zone  and  the 
Repablic  of  Panama,  especially  that  separating  the  Zone  from  the  towns  of  Pan- 
ama and  Colon,  should  be  ascertained  and  declared.  Major-General  Davis,  gov- 
ernor of  the  Zone,  on  behalf  of  the  United  States,  and  his  excellency  Tomas  Arias, 
secretary  of  government  and  foreign  affairs,  and  Ramon  Valdez,  attorney- 
general  of  the  Republic  of  Panama,  on  behalf  of  that  Government,  entered  into 
and  signed  a  provisional  agreement  as  to  such  demarkatlon  of  boundaries  on 
June  15,  1004. 

This  agreement  was  duly  published  in  the  Gaceta  Oflcial  of  the  Republic  of 
Panama.    The  following  extracts  are  quoted  from  that  publication : 

•*  Whereas  •  •  ♦  it  Is  necessary  that  the  extent  and  boundaries  of  the 
territory  ceded  to  the  Government  of  the  United  States  by  the  Republic  of 
Panama  under  the  terms  and  provisions  of  said  convention  shall  be  provlsion- 
mlljr  agreed. 
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"  Section  1.  The  limits  of  the  Canal  Zone,  including  lands  under  water  and 
islands  ceded  *  *  •  delivery  of  which  lands,  waters,  and  islands  has  been 
made  by  Panama  and  possession  of  which  has  been  taken  by  the  United  States 
are  indicated  and  shown  on  the  attached  map  •  •  •  and  said  indicated 
boundary,  or  line  of  division,  between  the  territory  ceded  by  the  Republic  of 
Panama  to  the  United  States  for  canal  purposes. 

"That  the  entrance  channel  of  the  Panama  Canal  through  said  harbor  of 
Colon  ♦  ♦  •  Is  hereby  declared  to  be  a  part  of  the  Canal  Zone,  under  the 
exclusive  jurisdiction  of  the  United  States." 

It  is  manifest  that  at  the  time  this  agreement  was  signed  both  the  secretary 
of  state  and  the  attorney-general  of  the  Republic  of  Panama  considered  that 
the  rights  of  the  United  States  in  the  Canal  Zone  were  something  more  than 
those  of  a  private  concessionaire  or  lessee. 

The  judicial  branch  of  the  Government  of  the  Republic  of  Panama  has  deter- 
mined the  question  as  to  which  government  possesses  sovereignty  over  the 
Canal  Zone  in  favor  of  the  United  States.  The  question  was  presented  by 
numerous  cases  of  criminal  offenses  committed  In  the  territory  of  the  Zone 
since  the  transfer.  The  courts  of  Panama  held  that  they  are  without  juris- 
diction and  transmitted  the  papers  to  the  foreign  office  of  their  government  for 
transmission  of  the  case  and  the  person  of  the  accused  to  the  Zone  authorities. 
From  the  correspondence  in  a  large  number  of  instances  the  following  are 
selected : 

Etienne  Lamour  was  arrested,  charged  with  the  offense  of  assault  and  bat- 
tery, committed  at  Emperador  on  June  5,  1904.  The  papers  were  transmitted 
to  the  second  circuit  court,  one  of  the  courts  of  the  Republic  of  Panama,  and 
submitted  to  the  fiscal  for  report.  The  fiscal  recommended  that,  as  Emperador 
is  situated  in  the  Canal  Zone,  the  court  lacked  jurisdiction,  and  therefore  the 
papers  should  be  transmitted  to  the  secretary  of  justice  for  submission  to  the 
proper  American  authorities.  The  papers  were  so  transmitted  to  the  secretary 
of  justice,  who  returned  them  to  the  court  with  a  statement  that  the  question 
be  decided  by  the  court  "  as  the  transfer  of  sovereignty  in  the  districts  of  the 
railroad  line  has  been  officially  communicated." 

The  letter  of  the  secretary  of  justice  is  as  follows : 

(Republic  of  Panama,  national  ezecntive  i>ower,  department  of  public  inBtruetion  and  justice.] 

Division  of  Justice,  No.  423, 

Panama,  June  30,  1904. 
To  the  Second  Circuit  Judge  in  Criminal  Matters,  City: 

I  return  to  you  the  proceedings  and  papers  you  sent  to  this  office  with  nott 
No.  275  of  the  26th  instant,  tending  to  show  that  Etienne  Lomour  is  guilty  of 
the  offense  of  assault  and  battery. 

This  office  abstains  from  deciding  what  should  be  done  with  the  said  pro- 
ceedings, as  it  considers  that  you  are  the  one  that  should  do  so,  as  the  transfer 
of  sovereignty  in  the  districts  of  the  railroad  line  has  been  officially  communi- 
cated. 
God  preserve  you. 

Julio  I.  Febrbga. 


Thibd  CiBcurr  Coubt, 
Panama,  July  12,  190^. 
As  by  reason  of  the  delivery  of  the  Canal  Zone  the  jurisdiction  which  the 
Judges  of  this  circuit  exercised  over  the  districts  of  Emperador  and  Gorgona  has 
ceased,  the  undersigned  can  not  continue  to  take  cognizance  of  this  matter. 
Therefore  let  these  proceedings  be  sent  to  the  secretary  of  government,  through 
the  secretary  of  public  Instruction  and  justice,  in  order  that  he  may  transmit 
them  to  the  North  American  authority  competent  to  take  cognizance  of  the  case 
in  question. 
Let  it  be  notified  and  recorded. 

Alfonso  Fabbeoa,  Judge. 
Rafael  Benitez,  Secretary. 
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Another  case  proceeded  as  follows : 

Victor  Gulllot,  a  French  citizen,  was  accused  by  his  employer  of  stealing  at 
Culebra  on  May  5,  $65  gold,  $4  in  American  bank  notes,  and  about  4^10  in  silver. 
Preliminary  investigation  was  conducted  by  the  police  inspector  of  Culebra, 
and  showed  that  the  money  was  stolen  from  the  pockets  of  the  complainant  by 
cutting  through  them  while  he  was  asleep.  The  papers  were  transmitted  by  the 
police  inspector  to  the  first  circuit  court  for  criminal  matters  of  the  Republic 
of  Panama,  and  thence  to  the  second  circuit  court  for  criminal  matters;  they 
were  referred  to  the  fiscal  of  the  latter  court,  who  reported  that  the  hamlet  of 
Culebra  was  situated  within  the  provisional  demarcation  of  the  Canal  Zone,  and 
that  the  circuit  Judge  lacked  Jurisdiction,  and  that  the  papers  should  be  trans- 
mitted to  the  secretary  of  public  Instruction  and  Justice  for  submission  to  the 
proper  American  authorities. 

The  papers  were  transmitted  by  circuit  Judge  to  superior  Judge  for  decision. 
The  fiscal  of  the  superior  court  recommended  the  transmission  of  the  papers 
to  the  department  of  foreign  affairs  and  that  the  accused  be  held  subject  to 
fiald  secretary's  orders,  which  recommendation  was  approved  by  the  superior 
Judge. 

The  secretary  of  government  and  foreign  affairs  for  the  Republic  of  Panama 
transmitted  the  papers  to  the  governor  of  the  Canal  Zone  in  a  communication 
reading  as  follows : 

Depabtment  of  Government  and  Fobeion  Affaibs, 

Panama,  July  P,  WOJ^. 
Mr.  Govebnob:  I  have  the  honor  to  transmit  to  you  herewith  the  record  of 
the  preliminary  proceedings  instituted  against  Victor  Guillot  for  robbery  com- 
mitted within  the  Jurisdiction  of  the  Canal  Zone,  with  the  request  that  you 
issue  the  proper  orders  to  have  these  preliminary  proceedings  duly  continued. 

I  have  to  inform  you,  for  such  action  as  you  may  deem  proper,  that  the 
accused  Guillot  is  confined  in  the  Jail  of  this  city. 
With  expressions  of  the  highest  conAderation,  I  iiave  the  honor  to  be. 
Your  obedient  servant, 

TOMAS  Abias. 
GeiL  Geobge  W.  Davis, 

Governor  of  the  Canal  Zone,  City. 

Raimundo  Lizano  was  brought  before  the  superior  court  at  Panama,  charged 
with  the  crime  of  theft,  perpetrated  in  the  territory  of  the  Canal  Zone.  The 
case  was  sent  to  the  first  circuit  court  for  criminal  matters.  The  decision  of 
that  court  was  as  follows : 

Thibd  Cibcuit  Coubt, 
Panama,  July  22,  190k. 
Whereas  the  crime  Involved  in  these  proceedings  was  committed  on  territory 
of  the  Canal  Zone,  where  the  undersigned  has  no  Jurisdiction,  with  the  concur- 
rence of  the  fiscal.  It  is  decided  that  these  proceedings  be  sent  to  the  secretary 
of  state  for  transmission  to  the  proper  person. 
Let  it  be  communicated  and  recorded. 

Alfonso  Fabbaga,  Judge, 
Rafael  Benitez,  Secretary, 

The  United  States  at  all  times  since  the  treaty  was  concluded  has  acted  upon 
the  theory  that  it  had  secured  in  and  to  the  Canal  Zone  the  exclusive  Jurisdic- 
tion to  exercise  sovereign  rights,  power,  and  authority. 

On  April  28,  1904,  Congress  enacted  an  act  entitled  "An  act  to  provide  for  the 
temporary  government  of  the  Canal  Zone  at  Panama,  the  protection  of  the  canal 
works,  and  for  other  purposes." 

Said  act  provided  as  follows: 

••  Sec.  2.  ♦  •  ♦  All  the  military,  civil,  and  Judicial  powers,  as  well  as  the 
power  to  make  all  rules  and  regulations  necessary  for  the  government  of  the 
Canal  Zone,  and  all  the  rights,  powers,  and  authority  granted  by  the  terms  of 
such  treaty  to  the  United  States,  shall  be  vested  in  such  person  or  persons  and 
shall  be  exercised  in  such  manner  as  the  President  shall  direct  for  the  govern- 
ment of  said  2iOne.    «    •    • » 
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Pursuant  to  the  provision  of  said  act,  the  President  directed  that  all  the 
governmental  power  in  and  over  said  Canal  Zone  should  be  vested  in  the 
Isthmian  Canal  Commission,  to  be  exercised  under  the  supervision  and  direc- 
tion of  the  Secretary  of  War. 

The  power  of  legislation  respecting  the  government  of  the  Zone  was  conferred 
upon  the  Commission. 

Maj.  Gen.  George  W.  Davis,  U.  S.  Army,  was  appointed  governor  of  the 
Canal  Zone  by  the  President  and  ordered  to  proceed  at  once  to  the  Isthmus  of 
Panama,  and  in  the  name  of  the  President  and  for  and  on  behalf  of  the  United 
States,  as  the  chief  executive  in  the  Canal  Zone,  to  see  that  the  laws  are  faith- 
fully executed  and  maintain  possession  of  said  territory;  he  was  also  vested 
with  pardoning  power. 

The  President  further  designated  what  laws  should  be  continued  in  force  In 
the  territory  of  the  Zone,  by  what  officials  said  laws  should  be  administered, 
and  provided  for  the  temporary  exercise  of  the  Judicial  i)6wer. 

The  Isthmian  Canal  Commission,  by  the  exercise  of  the  legislative  power 
vested  in  them,  enacted  laws  for  the  organization  and  establishment  of  the 
executive  and  judicial  branches  of  the  government  of  the  Canal  Zone,  the  establiali- 
ment  and  government  of  municipal  subdivisions,  and  for  the  collection  of  rev- 
enues, a  postal  service,  the  sanitation  of  the  Isthmus,  quarantine  of  the  ports. 
policing  of  the  Zone,  a  penal  code,  and  a  d[>de  of  criminal  procedure,  besides 
other  enactments  required  for  the  proper  administration  of  the  government  in 
the  Zone. 

In  full  confidence  that  it  had  secured  the  right  to  exercise  all  powers  of 
sovereignty  in  the  Zone,  the  United  States  paid  to  the  Republic  of  Panama 
$10,000,000  in  gold  and  to  the  French  Canal  Company  $40,000,000.  The  Con- 
gress appropriated  $150,000,000  to  complete  the  canal.  The  President  ap- 
pointed the  Isthmian  Canal  Commission,  and  the  work  of  construction  was 
immediately  entered  upon.  Agencies  of  government  have  been  established 
In  the  Zone  and  the  necessities  of  the  social  organism  provided  at  the  expense 
of  the  United  States.  ^ 

I  note  your  reference  to  the  exercise  of  the  sovereign  powers  by  the  United 
States  over  the  harbors  constituting  the  Atlantic  and  Pacific  entrances  to  the 
canal. 

As  understood  by  me,  your  contention  is  that  whatever  may  be  the  authority 
of  the  United  States  in  other  parts  of  the  Canal  Zone,  this  Government  is  with- 
out authority  at  these  two  r>oints  (Cristobal  and  La  Boca)  for  the  reason  that 
these  points  are  within  the  harbors  adjacent  to  the  cities  of  Colon  and  Panama, 
and  therefore  excluded  from  the  grant  made  by  Article  II  of  the  convention. 

For  convenient  reference,  I  quote  a  part  of  said  article : 

"  The  Republic  of  Panama  grants  to  the  United  States  in  perpetuity  the  use, 
occupation,  and  control  of  a  zone  of  land  and  land  under  water  for  the  con- 
struction, maintenance,  operation,  sanitation,  and  protection  of  said  canal  of 
the  width  of  ten  miles,  extending  to  the  distance  of  five  miles  on  each  side  of 
the  centre  line  of  the  route  of  the  canal  to  be  constructed,  the  said  zone  begin- 
ning in  the  Caribbean  Sea  three  marine  miles  from  mean  low-water  mark  and 
extending  to  and  across  the  Isthmus  of  Panama  into  the  Pacific  Ocean  to  a  dis- 
tance of  three  miles  from  mean  low-water  mark,  with  the  proviso  that  the 
cities  of  Panama  and  Colon  and  harbors  adjacent  to  said  cities,  which  are 
included  within  the  boundaries  of  the  zone  above  described,  shall  not  be  in- 
cluded within  this  grant" 

A  strip  of  land  5  miles  wide  on  either  side  of  the  entrances  to  the  canal  would 
include  all  of  the  city  of  Colon  and  substantially  all  of  the  city  of  Panama. 
The  Republic  of  Panama  desires  to  retain  sovereign  jurisdiction  over  the  Inhah- 
Ited  portions  of  the  territory  of  these  municipalities,  hence  the  exemption  in 
the  grant.  In  this  connection  attention  is  called  to  the  fact  that  If  the  Republic 
of  Panama  intended  to  retain  the  right  to  exercise  sovereign  Jurisdiction  over 
the  entire  Zone,  this  exemption  would  have  been  unnecessary. 

You  will  recall  that  when  this  convention  was  being  considered  by  the  United 
States  Senate  the  opposition  to  its  confirmation  suggested  the  possibility  that 
the  Republic  of  Panama  might  advance,  thereafter,  the  contention  now  pre- 
sented. Thereupon  the  matter  was  brought  to  the  attention  of  Mr.  Banau- 
Varllla,'the  duly  accredited  representative  of  the  Republic  of  Panama,  by  whom 
said  convention  was  negotiated. 

In  response  the  representative  of  the  Republic  of  Panama,  by  a  letter  dated 
January  19,  1904,  advised  the  United  States  as  follows : 
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*•  I  do  not  hesitate,  sir,  to  give  you  In  my  name  and  in  the  name  of  my  Gov- 
ernment the  following  explanation  on  the  meaning  of  the  clauses  which  have 
been  deemed  not  sufficiently  outlined  by  the  committee  of  the  senate : 

"  First  Harbors  adjacent  to  the  cities  of  Panama  and  Colon.  The  harbors 
adjacent  to  the  cities  of  Panama  and  Colon  (adjacent  comes  from  adjacens — 
lying  at  the  side  of)  are,  in  my  understanding,  the  harbors  in  contact  of  said 
cities,  and  putting  them  in  communication  with  the  sea.  These  harbors  are 
completely  separated  from  and  independent  of  the  harbors  of  the  canal  or  the 
hartK>rs  situated  at  its  two  entrances,  and  which  ships  going  through  the  canal 
will  have  to  use. 

"The  harbor  at  the  Colon  end  of  the  canal  is  an  interior  harbor,  made  by 
dredging  In  the  bay  of  Fox  River,  adjacent  to  the  city  of  Christopher  Columbus, 
and  protected  by  a  breakwater. 

"  The  harbor  adjacent  to  the  city  of  Colon  is  constituted  by  a  series  of  wharves 
built  in  the  open  sea  without  any  artificial  shelter.  A  ship  lying  in  the  Colon 
Harbor  and  leaving  it  to  go  into  the  canal  harbor  will  have  first  to  go  into  the 
open  sea,  and  then  pass  the  breakwater  which  pro|:ects  the  entrance  of  the 
canal  harbor. 

"At  Panama  the  canal  harbor  is  also  an  interior  harbor,  situated  at  La  Boca, 
several  miles  from  the  wharf  which  forms  the  Panama  Harbor,  a  wharf  built 
in  open  sea  like  those  of  Colon.  The  very  same  thing  may  be  said  of  the 
Panama  as  of  the  Colon  harbors.  Both  are  local  harbors,  strictly  limited  to  the 
service  of  the  respective  townships  and  out  of  the  way  of  the  canal  and  its 
approaches  to  its  entrance. 

"There  is  not  a  shadow  of  probability  that  the  harbor  adjacent  either  to 
Panama  or  Colon  will  ever  be  used  for  anything  but  the  local  trade  of  the  town, 
and  therefore  the  United  States  will  never  necessitate  to  do  anything  in  rela* 
tion  to  the  canal  with  any  part  of  them." 

The  administration  of  the  Government  of  Panama,  being  advised  by  Bunau- 
Varilla  of  this  letter,  wrote  him  as  follows: 

"  YouB  Excellency  :  Most  opportune  indeed  was  your  excellency's  communi- 
cation of  January  19  to  the  secretary  of  state,  dissipating,  as  it  did,  the  new 
obstacles  raised  to  prevent  the  prompt  approval  of  the  treaty  by  the  American 
Senate. 

"All  the  matters  which  your  excellency  mentions  were  at  the  same  time  dis- 
cussed with  the  Hon.  Mr.  Buchanan. 

"  F.  V.  DE  LA  ESPBIELLA.'* 

The  foregoing  correspondence  being  brought  to  the  attention  of  the  secretary 
of  government  and  foreign  affairs  for  the  Government  of  Panama,  he  replied  as 
follows : 

"Office  of  the  Secretary  of  Government 

**AND  Foreign  Relations, 
"Department  of  Foreign  Relations, 

"  Panama,  August  23,  1904, 

"Senob  Minister:  I  have  before  me  your  excellency's  attentive  communi- 
cation^ No.  23,  of  the  16th  instant,  wherein  you  refer  to  the  letter  which  Mr. 
Bunau-Varilla  addressed  to  Mr.  Hay,  Secretary  of  State,  of  the  United  States,  on 
the  19th  of  January  of  the  present  year,  with  regard  to  the  interpretation  of 
certain  clauses  In  the  treaty  of  November  18,  1903,  a  copy  of  which  your  excel- 
lency was  good  enough  to  send  me,  and  the  existence  of  which  I  had  forgotten. 
As  was  natural,  I  ordered  that  a  search  be  made  of  the  archives  in  this  office 
for  the  missing  document,  and  it  was  found,  the  original  of  which  your  excel- 
lency informs  me  will  be  presented  to  the  minister  plenipotentiary  and  envoy 
extraordinary  of  Panama  in  Washin^on." 

The  authorities  of  the  Canal  Zone  report  that  for  a  limited  period  following 
the  promulgation  of  the  President's  order  establishing  ports  of  entry  at  the 
harbors  at  the  entrance  of  the  canal  said  orders  were  acquiesced  in  by  the 
Republic  of  Panama  without  protest  Several  vessels  were  cleared  from  the 
port  of  Panama,  in  the  Republic  of  Panama,  for  the  port  of  Ancon  (La  Boca), 
in  the  Canal  Zone,  in  which  port  the  vessels  were  received  by  the  American 
authorities. 
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In  this  connection  attention  is  called  to  the  following  correspondence  between 
the  owners  of  the  steamship  Loa  and  the  chief  of  the  national  customs  serrice 
of  Panama : 

Panama,  July  2,  1904' 
The  Captain  of  the  Port, 

Chief  of  the  National  Customs  Service,  Panama: 
Please  certify  below  whether  the  steamship  Loa,  which  entered  this  port  on 
the  26th  of  June  last,  was  authorized  to  proceed  to  the  La  Boca  wharf. 
Yours,  etc, 

H.  Ehbman  Go. 


Headquabtsbs  of  the  National  Customs  Service, 

Panama,  July  2,  190^, 
The  writer,  chief  of  the  national  customs  seryice  of  Panama,  certiiSes : 
That  the  Chilean  steamship  Loa  was  duly  received  at  9  a.  m.  on  the  26th 
ultimo,  and  was  authorized  to  discharge  and  receive  cargo  where  most  con- 
venient to  do  so.  With  regard  to  the  observance  of  formalities  In  order  to  pro- 
ceed to  La  Boca,  this  is  a  matter  which  pertains  exclusively  to  the  governor  of 
the  Zone,  because  that  is  American  property. 

As  the  boat  was  received  by  the  Panaman  authorities,  itnvas  natural  that  in 
order  to  enter  and  tie  alongside  of  the  wharves  of  the  said  port  of  La  Boca,  it 
was  subject  to  comply  with  the  formalities  required  by  the  authorities  of  that 
place  (La  Boca). 

[SEAL.]  LeONIDES   PbETEL. 

The  United  States  learns  with  regret  that  the  officials  of  the  Republic  of 
Panama  are  apprehensive  that  the  course  adopted  by  the  United  States  will 
substantially  reduce  the  revenues  of  that  Republic.  Permit  me  to  express  the 
belief  that  future  developments  will  show  such  fear  to  be  without  foundation. 
The  construction  of  the  canal  will  cause  a  large  increase  in  the  population  of 
the  Zone  and  of  the  Republic.  Vast  expenditures  of  money  will  be  made  by  the 
Commission  in  canal  construction,  which  will  be  expended  largely  in  the  com- 
mercial centers  of  the  country,  to  wit,  Panama  and  Colon.  This  will  occasion 
increased  importations,  with  resulting  increase  of  revenue  to  the  Government 
exercising  sovereign  Jurisdiction  over  those  cities. 

The  United  States  has  sought  at  all  times  to  secure  and  preserve  for  the 
Republic  of  Panama  sufficient  means  for  adequate  revenues.  In  this  connection, 
permit  me  to  call  your  attention  to  the  fact  that  the  proposed  treaty  with  Colom- 
bia contained  the  following  provision  (Art.  VIII)  : 

"  The  ports  leading  to  the  canal.  Including  Panama  and  Colon,  also  shall  be 
free  to  the  commerce  of  the  world,  and  no  duties  or  taxes  shall  be  imposed, 
except  upon  merchandise  destined  to  be  Introduced  for  the  consumption  of  the 
rest  of  the  Republic  of  Colombia,  or  the  Department  of  Panama,  and  upon 
vessels  touching  at  the  ports  of  Colon  and  Panama  and  which  do  not  cross  the 
canal." 

Under  such  a  provision  merchandise  Imported  into  the  ports  of  Colon  and 
Panama  for  consumption  within  those  municipalities  would  have  entered  free 
of  duty. 

The  convention  between  the  Republic  of  Panama  and  the  United  States  per- 
mits the  Republic  of  Panama  to  Impose  customs  duties  on  merchandise  Imported 
into  those  cities  for  consumption  therein,  a^  well  as  elsewhere  in  the  Republic 

Your  attention  Is  directed  to  the  fact  that  under  the  rule  of  law  established 
by  the  United  States  Supreme  Court,  goods  from  the  United  States  were  entitled 
to  free  entry  Into  the  Zone  as  soon  as  the  sovereignty  of  the  United  States  per- 
manently attached  to  the  territory-.  (Vide  Dooley  v.  United  States,  183  U.  S., 
151;  Cross  v,  Harrison,  16  Howard,  164.) 

It  was  recognized  that  free  entry  into  the  Zone  of  goods  from  the  United 
States  might  work  a  hardship  on  the  trades  people  of  the  near-by  cities  of  Pan- 
ama and  Colon,  as  the  latter  were  obliged  to  pay  customs  duties  to  the  Republi(r 


INVESTIGATION    OF   PANAMA   CANAL   MATTERS.  2391 

of  Panama.    To  meet  this  coDtlngency,  the  order  of  June  24,  1904,  regulating 
commerce  with  the  Zone,  provides  as  follows : 

"The  governor  of  the  Canal  Zone  is  authorized  to  enter  into  and  carry  out 
an  agreement  with  the  President  of  the  Republic  of  Panama  for  cooperation 
between  the  customs  service  of  the  Canal  Zone  and  that  of  the  Republic  of 
Panama  to  protect  the  customs  revenues  of  both  Governments  and  to  prevent 
frauds  and  smuggling. 

"  The  governor  of  the  Canal  Zone  is  hereby  authorized  to  enter  upon  negotia- 
tions and  make  a  tentative  agreement  with  the  President  of  the  Republic  of 
Panama  respecting  reciprocal  trade  relations  between  the  territory,  and  inhab- 
itants of  the  Canal  Zone  and  appurtenant  territory  and  the  Republic  of 
Panama;  also  a  readjustment  of  the  customs  duties  and  tarlfT  regulations,  so 
as  to  secure  uniformity  of  rates  and  privileges  and  avoid  the  disadvantages 
resulting  from  different  schedules,  duties,  and  administrative  measures  in 
limited  territory  subject  to  the  same  conditions  and  not  separated  by  natural 
obstacles.  The  governor  shall  report  as  to  such  negotiations  and  proposed 
agreement  to  the  chairman  of  the  Isthmian  Canal  Commission  for  submisssion 
and  consideration  by  the  Commission  and  such  action  by  competent  authority 
as  may  be  necessary  to  render  said  agreement  effective  in  the  Canal  Zone." 

Admiral  J.  G.  Walker,  chairman  Isthmian  Canal  Commission,  advises  this 
Department  that  although  several  attempts  have  been  made  by  the  authorities 
of  the  Canal  Zone  to  initiate  negotiations  contemplated  by  the  foregoing  provi- 
sions of  said  order  and  by  the  provisions  of  laws  Nos.  65  and  88  of  the  Na- 
tional Assembly  of  Panama,  the  authorities  of  the  Republic  of  Panama  decline 
to  enter  upon  such  negotiations.  Permit  me  to  express  the  hope  that  the  Gov- 
ernment of  Panama  will  recognize  the  desirability  of  taking  up  this  matter 
with  the  governor  of  the  Canal  Zone  and  ascertaining  if  a  satisfactory  solution 
of  the  existing  discrepancies  in  customs  duties  and  administration  is  attainable. 
The  Government  of  the  United  States  sincerely  desires  to  effect  such  an  arrange- 
ment on  terms  both  Just  and  generous  to  the  Republic  of  Panama. 

Accept,  sir,  the  renewed  assurances  of  my  highest  consideration. 

John  Hat. 

F  o— VOL  3—06 ^29 
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Message  of  President  transmitting  the  first  annual  report  of  the 
Isthmian  Canal  Commission. 

To  the  Senate  and  House  of  Representatives : 

I  transmit  herewith  the  report  of  the  Panama  Canal  Commission, 
accompanied  by  a  letter  of  the  Secretary  of  War,  under  whose  super- 
vision 1  have  by  Executive  order  placed  the  work  of  the  Commission. 
I  concur  with  the  Secretary  of  War  in  the  view  that  the  present 
provision  of  the  law  by  which  the  work  of  building  the  canal  has 
to  be  done  only  through  a  body  of  seven  members  is  inelastic  and 
clumsy,  and  I  certainly  recommend  a  change,  so  that  the  President, 
who  is  charged  with  the  responsibility  of  building  the  canal,  may 
exercise  greater  discretion  in  the  organization  of  the  personnel, 
through  whom  he  is  to  discharge  his  duty. 

Actual  experience  has  convinced  me  that  it  will  be  impossible  to 
obtain  the  best  and  most  effective  service  under  the  limitations  pre- 
scribed by  law.  The  general  plans  for  the  work  must  be  agreed  upon 
with  the  aid  of  the  best  engineers  of  the  country,  who  should  act  as 
m  advisory  or  consulting  bodj^.  The  consulting  engineers  should  not 
be  put  on  the  Commission,  which  should  be  used  only  as  an  executive 
instrument  for  the  executive  and  administrative  work.  The  actual 
work  of  executing  the  general  plans  agreed  upon  by  the  Commission 
after  reaching  the  conclusions  of  the  advising  engineers  must  be  done 
by  an  engineer  in  charge,  and  we  now  have  an  excellent  engineer. 
It  iS)  in  my  judgment,  inadvisable,  therefore,  to  restrict  the  Execu- 
tive's choice  of  commissioners  to  representatives  of  the  Engineer 
Corps  of  the  Army  and  Navy.  The  Commission  should  consist  of 
five  or,  preferably,  three  members,  whose  respective  duties,  powers, 
and  salaries  should  be  assigned  to  them  by  the  President,  and  who 
should  be  placed  under  the  member  of  the  Cabinet  whom  the  Presi- 
dent desires.  Of  these  men  the  one  appointed  as  administrator  of 
the  canal  strip  should  also  serve  as  mimster  to  Panama. 

Thbodore  Roosevelt. 
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War  Department, 
Washington^  January  12^  1905. 
To  the  President: 

I  have  the  honor  to  submit  herewith  the  report  of  the  Isthmian 
Oanal  Commission,  and  to  ask  its  transmission  to  Congress,  in  accord- 
ance with  law.  The  report  of  the  Commission  is  accompanied  by  two 
reports  of  Maj.  Gen.  George  W.  Davis,  U.  S.  Army  (retired),  as  gov- 
ernor of  the  Canal  Zone,  and  also  by  a  report  of  General  Davis  as  a 
member  of  the  Canal  Commission.  The  matter  of  the  last  report  was 
included  in  the  report  of  General  Davis  as  governor,  but  as  the  sub- 
jects treated  of  are  hardly  relevant  to  his  duties  as  governor,  it  was 
deemed  proper  that  that  which  related  to  the  affairs  of  the  canal  gen- 
erally should  be  submitted,  to  show  General  Davis's  views  as  a  mem- 
ber of  the  Commission,  who  was  not  present  when  the  report  of  the 
Commission  was  framed  and  signed.  It  is  not  to  be  regarded  as  a 
minority  report,  but  merely  as  a  separate  report  of  one  member. 

The  report  of  the  Commission  sets  forth  what  the  Commission  has 
done  since  its  creation  in  May,  1904.  On  the  whole,  an  examination 
will  show  that  a  very  grea*  deal  of  the  work  of  organization,  sanita- 
tion, and  preparation  to  build  the  canal  has  been  done.  The  chaotic 
condition  of  affairs  in  the  Isthmus,  due  to  the  time  which  has  elapsed 
since  the  New  French  Canal  Company  ceased  to  work,  the  lack  of  care 
of  the  plant  and  equipment,  and  the  rapid  growth  of  vegetation  in  that 
soil  and  climate,  all  brought  about  such  a  state  of  confusion  that  it  will 
require  several  months  yet  to  restore  the  condition  of  the  work  of 
canal  building  to  that  of  a  going  concern.  Substantial  progress  has 
been  made  in  the  sanitation  of  the  Canal  Strip,  and  excellent  results 
have  been  shown  in  the  health  of  the  500  marines  who  have  been  sta- 
tioned on  the  Strip  for  more  than  a  year.  There  has  been  decided 
progress  in  the  verification  of  the  data  obtained  by  the  French  engi- 
neers, and  in  addition,  new  data  necessary  to  enable  the  engineers  of 
the  Commission  to  determine  the  proper  plan  for  the  canal. 

On  October  19,  1904,  I  received  from  you  the  following  letter: 

White  House, 
WcahmgUm^  October  18,  1904. 
8nt:  By  Executive  order  of  May  0,  1904,  I  placed  under  your  immediate  super- 
fision  the  work  of  the  Isthmian  Canal  Commission,  both  in  the  oonstruction  of  the 
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canal  and  in  the  exercise  of  sach*govemmental  powers  as  it  seemed  necesBary  for  the 
United  States  to  exercise  ander  the  treaty  with  the  Repablic  of  Panama  in  the  Canal 
Strip.  There  is  groand  for  believing  that  in  the  execution  of  the  rights  conferred  by 
the  treaty  the  people  of  Panama  have  been  unduly  alarmed  at  the  effect  of  the  estab- 
lishment of  a  government  in  the  Canal  Strip  by  the  Commission.  Apparently  they 
fear  lest  the  effect  be  to  create  out  of  part  of  their  territory  a  competing  and  inde- 
pendent community  which  shall  injuriously  affect  their  business,  reduce  their  rev- 
enues, and  diminish  their  prestige  as  a  nation.  The  United  States  is  about  to  confer 
on  the  people  of  the  State  of  Panama  a  very  great  benefit  by  the  expenditure  of  mil- 
lions of  dollars  in  the  construction  of  the  canal;  but  this  fact  must  not  blind  us  to 
the  importance  of  so  exercising  the  authority  given  us  under  the  treaty  with  Panama 
as  to  avoid  creating  any  suspicion,  however  unfounded,  of  our  intentions  as  to  the 
future.  We  have  not  the  slightest  intention  of  establishing  an  independent  colony 
in  the  middle  of  the  State  of  Panama,  or  of  exercising  any  greater  governmental 
functions  than  are  necessary  to  enable  us  conveniently  and  safely  to  construct,  main- 
tain, and  operate  the  canal  under  the  rights  given  us  by  the  treaty.  Least  of  all  do 
we  desire  to  interfere  with  the  business  and  prosperity  of  the  people  of  Panama. 
However  far  a  just  construction  of  the  treaty  might  enable  us  to  go,  did  the  exi- 
gencies of  the  case  require  it,  in  asserting  the  equivalent  of  sovereignty  over  the 
Canal  Strip,  it  is  our  full  intention  that  the  rights  which  we  exercise  shall  be 
exercised  with  all  proper  care  for  the  honor  and  interests  of  the  people  of  Panama. 
The  exercise  of  such  powers  as  are  given  us  by  the  treaty  within  the  geographical 
boundaries  of  the  Republic  of  Panama  may  easily,  if  a  real  sympathy  for  both  the 
present  and  future  welfare  of  the  people  of  Panama  is  not  shown,  create  distrust  of 
the  American  Government.  This  would  seriously  interfere  with  the  success  of  oar 
great  project  in  that  country.  It  is  of  the  utmost  importance  that  those  who  are 
ultimately  responsible  for  the  policy  pursued  should  have  at  first  hand  as  trustworthy 
information  as  can  be  obtained  in  respect  to  the  conditions  existing  in  Panama  and 
the  attitude  and  real  interest  of  the  people  of  that  State.  After  a  conference  with 
the  Secretary  of  State  and  yourself,  I  have  concluded  that  it  will  be  of  great  advan- 
tage if  you  can  visit  the  Isthmus  of  Panama  in  person  and  hold  a  conference  with 
the  President  and  other  governmental  authorities  of  the  Republic  of  Panama.  Yoa 
are  authorized  in  doing  this  to  take  with  you  such  persons  as  you  desire,  familiar 
with  the  conditions  in  the  Isthmus,  who  may  aid  you  with  their  counsel.  The 
earlier  you  are  able  to  make  this  visit  the  better.  The  Secretary  of  State  will 
instruct  the  United  States  minister  at  Panama  to  render  you  every  assistance  in  his 
power,  and  the  governor  of  the  canal  strip,  General  Davis,  will,  of  course,  do  the  same 
thing.  You  will  advise  the  President  of  the  Republic  what  the  policy  of  this  Gov- 
ernment is  to  be,  and  assure  him  that  it  is  not  the  purpose  of  the  United  States  to 
take  advantage  of  the  rights  conferred  upon  it  by  the  treaty  to  interfere  with  the 
welfare  and  prosperity  of  the  State  of  Panama  or  of  the  cities  of  Colon  and  Panama. 
You  will  make  due  report  of  the  result  of  your  visit  on  your  return. 
Very  truly,  yours, 

Theodobe  Roosbvklt. 
The  Secretary  op  AVar. 

and  in  accordance  with  the  directions  of  thi^  letter  I  visited  the  Isthmus 
of  Panama,  and  after  negotiations  covering  perhaps  ten  days  issued  in 
your  name  an  Executive  order  embodying  the  terms  which  were  satis* 
factory  to  you  and  to  the  authorities  in  Panama.  That  Executive  order 
of  December  3, 1004,  supplemented  by  the  order  of  December  6, 1904, 
which  was  explanatory  only  of  the  order  of  December  3, 1904,  are 
appended  hereto  as  '^Exhibit  A  " 
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The  first  section  of  the  order  limits  the  importations  of  merchandise 
which  can  be  entered  at  the  terminal  ports  of  the  canal  and  the  only 
ports  of  the  Zone  to  the  merchandise  which,  by  Article  XIII  of  the 
treaty  between  the  Republic  of  Panama  and  the  United  States,  the 
United  States  is  entitled  to  bring  into  the  Zone  free  of  taxation  for 
use  in  the  construction  of  the  canal,  and  to  merchandise  in  transit 
across  the  Isthmus  for  a  destination  without  the  limits  of  the  Isthmus, 
and,  in  addition,  coal  and  crude  mineral  oil  for  fuel  purposes,  which 
it  was  thought  wise  to  insist  upon  bringing  free  into  the  terminal 
ports,  in  order  that  there  might  be  established  in  those  ports  facilities 
for  coaling  seagoing  vessels. 

The  purpose  of  these  limitations  upon  the  importations  into  the  canal 
ports  was  to  compel  the  entry  at  the  ports  of  Panama  and  C!olon  of  all 
duty-paying  goods,  so  that  the  revenues  from  all  goods  that  would  not 
be  entered  free  nhould  go  into  the  treasury  of  the  Republic  of  Panama. 
In  order,  however,  that  these  limitations  should  not  lead  to  the  impo- 
sition by  the  Republfc  of  Panama  of  too  high  duties  on  duty-paying 
goods  entering  the  Zone,  a  proviso  was  inserted  in  the  section  reducing 
from  15  per  centum  to  10  per  centum  the  ad  valorem  duty  on  importa- 
tions into  Panama.  The  customs  law  of  Panama  provides  for  special 
taxes  on  cattle,  tobacco,  cigars,  cigarettes,  matches,  and  salt.  With 
the  exception  of  these  articles,  it  divides  imported  articles  into  three 
classes;  one,  a  free  list;  another,  liquors,  spiritous,  malt  and  vinous, 
upon  which  varying  duties  according  to  the  character  of  the  liquor  are 
imposed;  and  a  third,  or  the  residuum  clause,  upon  which  the  import 
duty  is  15  per  centum  ad  valorem. 

I  should  say  here  that  it  may  turn  out  that  10  per  centum  advalorem 
will  not  produce  sufficient  income  for  the  running  of  the  Pananm 
Government,  and  if  so,  I  think  it  would  be  wise  to  permit  a  restora- 
tion of  the  15  per  centum  duty.  The  reduction  is  quite  popular  among 
the  merchants  of  Panama  and  Colon,  but  it  may  be  that  the  needs  of 
the  Government  are  greater  than  can  be  met  by  the  reduced  rate.  We 
found  that  there  was  a  monopoly  on  tobacco,  cigars,  and  cigarettes 
and  upon  opium.  We  were  not  concerned  to  prevent  the  Republic 
from  levying  a  heavier  tax  than  is  now  laid  on  liquors,  alcohol,  and 
opium.  The  monopoly  on  opium  could  be  prevented  from  doing  harm 
in  the  Canal  Zone  by  a  law  absolutely  forbidding  its  sale  in  the 
Zone.  The  monopoly  upon  tobacco,  cigars,  and  cigarettes,  which  are 
included  in  two  different  concessions  expiring  early  in  1906,  wa<* 
granted  by  the  Republic  of  Colombia  before  the  separation,  and  the 
concessions  were  declared  vested  rights  in  the  new  constitution 
That  instrument  provides,  however,  that  no  further  monopolies  shall 
be  granted  and  that  these  shall  continue  in  force  only  until  their  ex 
piration.  The  agreement  excluded  any  right  on  the  part  of  the 
Republic  of  Panama  to  increase  the  duty  on  tobacco,  because  thereby 
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tbe  extent  of  the  present  monopoly,  or  its  oppressive  character,  might 
be  increased. 

The  form  of  monopoly  is  this:  The  concession  is  put  up  for  public 
bidding.  The  man  who  bids  the  largest  lump  sum  is  permitted  to 
import  his  tobacco,  cigars,  or  cigarettes,  as  the  case  may  be,  free,  the 
concession  containing  the  stipulation  that  to  all  other  people  the  duties 
on  the  importation  of  these  articles  shall  be  charged  at  a  certain  rate. 
Now,  if  the  Government  should  increase  this  rate  it  would  make  the 
monopoly  much  more  valuable,  because  it  would  enable  the  monopolist 
to  increase  his  price  without  fear  of  competition.  We  found  also  that 
the  consular  fees  upon  goods  imported  into  the  Republic  were  very 
high;  that  they  had  been  recently  doubled.  Accordingly  we  stipulated 
for  a  reduction  of  these  consular  fees,  which  would  be  a  burden  upon 
the  Canal  Zone  as  well  as  the  Kepublic,  to  50  per  cent  of  the  present 
rate.  As  it  was  recognized  that  the  compensation  to  Panama  consuls 
would  be  reduced  by  a  loss  of  fees  on  manifests  of  vessels  landing  at 
Ancon  and  Cristobal,  canal  ports,  in  lieu  of  tHis  loss  it  was  agreed 
that  10  per  cent  of  the  present  consular  fees  might  be  added  to  the 
60  per  cent  to  which  the  reduction  had  been  made,  making,  there- 
fore, 60  per  cent  of  the  present  consular  fees  to  be  charged.  The 
proviso  also  stipulates  that  the  goods  imported  into  the  Canal  2jone 
through  the  ports  of  the  Republic  shall  have  no  other  tax  than  that 
imposed  under  the  customs  law. 

Section  2  is  an  arrangement  by  which  vessels  cleared  for  and  enter- 
ing the  terminal  ports  of  the  canal  may  use  such  facilities  as  there  are 
in  the  corresponding  ports  of  the  Republic  and  vice  versa.  One  of 
the  provisos,  however,  contains  the  provision  that  nothing  shall  affect 
the  complete  administrative,  police,  and  customs  jurisdiction  of  the 
two  governments  over  their  respective  ports  and  harbors. 

Section  3  provides  that  manifests,  invoices,  and  other  documents  in 
respect  to  vessels  and  cargoes  cleared  and  consigned  for  the  ports  of 
the  canal,  or  for  the  ports  of  the  Republic,  shall  be  made  by  the  offi- 
cials of  the  proper  government. 

Section  4  provides  for  complete  free  trade  between  the  Canal  Zone 
and  the  Republic  of  Panama,  both  of  persons  and  of  merchandise,  and 
repeals  the  operation  of  the  Dingley  tariflF  in  the  Canal  Zone. 

Section  5  puts  into  force  a  provisional  agreement  of  delimitation 
between  the  Zone  and  the  Republic,  signed  by  Governor  Davis  and 
the  authorities  of  the  Canal  Zone,  and  adds  to  that  delimitation  a 
definition  of  the  boundary  of  the  harbor  of  Ancon  which  had  not 
theretofore  been  fixed. 

Section  6  provides  that  the  order  shall  be  inoperative  unless  tbe 
Republic  of  Panama  shall  grant  complete  sanitary  and  quarantine  con- 
trol over  the  ports  of  Panama  and  Colon.  This  has  now  been  expressly 
granted  by  decree  of  the  Republic. 
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Section  7  changes  the  present  system  of  posts  only  to  the  extent 
ihat  the  stamp  to  be  used  shall  be  a  stamp  of  the  Panama  Republic, 
crossed  with  the  words  of  the  Canal  Zone,  and  that  this  shall  be 
paid  for  by  the  postal  authorities  of  the  Canal  Zone  to  the  Republic — 
this  on  condition,  however,  that  the  postal  rates  between  the  United 
States  and  the  Repablic  shall  be  reduced  to  2  cents.  Then  there  are 
special  provisions  as  to  the  carrying  of  Government  mail  free  by  each 
Government. 

Section  8  provides  for  the  execution  of  the  currency  agreement 
made  in  Washington  June  20,  1904,  by  the  President  of  the  Republic, 
and  for  the  abolition  of  the  tax  of  1  per  cent  on  gold  coin  exported 
from  the  Republic  of  Panama.  This  was  necessary  to  make  it  operate 
properly.  The  currency  agreement  puts  in  force  a  system  similar  to 
the  one  in  the  Philippine  Islands,  by  which  a  Panama  peso  of  the  intrin- 
sic value  of  40  cents  is  declared  equal  in  value  to  50  cents  gold,  and 
is  maintained  at  that  value  by  the  Government  of  Panama  with  the 
assistance  of  the  United  States  authorities.  An  export  tax  on  gold, 
however,  would  interfere  with  the  free  exchange  of  gold  between 
Panama  and  the  countries  of  the  world,  and  so  would  make  the  main- 
tenance of  the  parity  with  gold  more  difficult,  for  it  would  always 
increase  the  cost  of  exporting  gold  from  Panama  at  least  1  cent  on  the 
dollar. 

The  provision  for  securing  the  parity  in  the  agreement  is  that  the 
Republic  of  Panama  shall  deposit  15  per  cent  of  its  issue  of  silver 
pesos  in  a  New  York  bank  for  the  purpose  of  maintaining  the  parity, 
and  that  the  seigniorage  on  all  subsequent  pesos,  which  can,  by  the 
agreement,  only  be  coined  at  the  instance  of  the  United  States  author- 
ities, shall  be  used  for  the  same  purpose.  As  the  coinage'  does  not 
exceed  one  million  and  a  half  gold,  and  the  United  States  has  agreed  to 
assist  in  the  maintenance  of  the  parity  by  drafts  on  New  York,  1  do  not 
see  that  the  United  States  would  run  any  particular  risk  if  it  united 
with  the  Government  of  Panama  in  an  agreement  to  redeem  all  Panama 
currency  of  the  new  issue  by  the  payment  of  New  York  sight  drafts 
in  gold  at  par  and  a  maximum  of  exchange  equal  to  the  cost  of  export- 
ing gold  from  Panama  to  New  York — that  is,  the  cost  of  transportation 
and  insurance.  In  that  way  it  seems  to  me  that  the  exchange  on  New 
York  could  always  be  kept  down  to  the  cost  of  the  exportation  of  gold, 
and  this  would  in  effect  maintain  the  parity.  With  your  permission, 
after  a  conference  with  some  experts  on  coinage,  I  shall  issue  an  order 
to  the  Commission  giving  some  details  as  to  the  course  which  they 
should  take  in  this  matter  of  preserving  the  parity  and  preventing  the 
enormous  fluctuations  of  exchange  that  so  greatly  impede  the  legiti-^ 
mate  business  in  the  Isthmus,  and  which  would  seriously  interfere 
with  the  monetary  arrang()ments  of  the  Canal  Commission  in  the  con- 
Btruction  of  the  canal. 
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Section  9  recognizes  the  right  of  the  Republic  of  Panama  to  pennit 
citizens  of  Panama  residing  in  the  Canal  Zone  to  vote  at  voting  places 
outside  of  the  Zone. 

Section  10  provides  for  the  construction  of  a  road  partly  in  and 
partly  out  of  the  Zone,  from  the  city  of  Panama  to  the  northern  limits 
of  the  Zone.  The  road  will  be  about  5  miles  in  length  in  the  2k>ne 
and  1  mile  leading  into  the  city  of  Panama.  This  is  to  be  done  in 
consideration  of  the  waiver  by  the  President  of  the  Republic  of  Panama 
of  a  claim  which  had  heretofore  been  made  against  the  United  States 
for  compensation  for  use  of  the  municipal  buildings  in  the  Zone. 

Section  11  provides  that  the  United  States  shall  provide  and  main- 
tain and  conduct  a  hospital  or  hospitals  either  in  the  Gmal  Zone  or  in 
the  Republic  for  the  treatment  of  persons  insane  or  afflicted  with 
leprosy  and  the  indigent  sick,  to  which  the  Republic  of  Panama  may 
have  the  privilege  of  sending  such  patients  as  it  may  desire  from  the 
Republic  upon  the  payment  of  a  rate  per  capita  to  be  fixed  by  the 
Secretary  of  War. 

Section  12  provides  that  the  operation  of  the  order  and'  its  enforce- 
ment on  the  one  hand,  or  a  compliance  with  its  conditions  on  the 
other,  shall  not  be  taken  as  a  delimitation,  definition,  restriction,  or 
restrictive  construction  of  the  rights  of  either  party  under  the  treaty 
between  the  United  States  and  the  Republic  of  Panama. 
I  Stated  shortly,  the  arrangement  secures  to  Panama,  first,  the  pay- 
ment into  its  treasury  of  all  import  duties  upon  all  goods  imported 
into  the  Isthmus,  whether  into  the  territory  of  the  Republic  or  the 
Zone,  which  by  law  pay  duty;  second,  it  provides  for  and  recognizes 
the  existence  of  terminal  canal  ports  for  which  any  vessel  at  any  part 
of  the  world  may  be  cleared.  I  was  at  first  inclined  to  think  that  we 
might  give  up  the  ports,  but  an  examination  of  the  situation  made  it 
perfectly  clear  to  me  that  the  existence  of  canal  ports,  one  at  each  end 
of  the  canal,  was  absolutely  necessar}"^  in  the  construction,  mainte- 
nance, and  protection  of  the  canal,  and  that  if  there  was  a  complete 
interchange  of  facilities  between  the  ports  of  the  Republic  and  the 
ports  of  the  canal,  this  is  all  that  we  could  afford  to  concede. 

In  the  matter  of  posts,,  having  secured  a  reduction  of  the  postage 
between  the  United  States  and  the  Isthmus  to  2  cents,  it  seemed  wise  to 
provide  for  the  use  of  Panama  i*ather  than  United  States  stamps,  and 
by  securing  to  Panama  as  profit  40  per  cent  of  the  gross  receipts  by 
the  Canal  Zone  authorities  for  postal  purposed.  This  may  be  too 
large  a  concession,  as  far  as  the  United  States  is  concerned,  because 
the  posts  will  probably  be  operated  at  a  loss  within  the  Zone,  but 
the  reduction  of  the  postage  between  the  United  States  and  Panama  is 
a  benefit  of  very  considerable  importance  secured  to  the  people  of  the 
United  States.  There  is  a  general  impression  in  the  United  States  even 
now  that  the  rate  to  Panama  is  2  cents.     Minister  Barrett  said  that  he 
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va8  in  receipt  of  a  great  many  letters  stamped  with  2-cent  stamps,  on 
each  of  which  letters  he  had  to  pay  an  additional  3  cents.  The  acqui- 
escence in  the  provisional  delimitation  of  the  Canal  Zone  was  an 
important  concession,  because,  while  the  authorities  of  the  Republic 
had  entered  into  the  agreement,  there  was  a  disposition  to  exercise 
their  right  to  recede  from  it. 

The  securing  of  definite  limits  for  the  harbor  of  Ancon  in  this  delim- 
itation agreement  was  also  an  important  matter.  The  execution  of  the 
currency  agreement,  which,  after  the  difficulties  bad  arisen,  had  lain 
dormant,  was  impoi*tant,  especially  in  the  financial  operations  of  the 
United  States  in  the  construction  of  the  canal.  The  construction  of 
the  highway  and  the  provision  in  respect  to  the  hospital  explain  them- 
selves. The  recognition  that  a  citizen  of  the  Republic  of  Panama  may 
reside  in  the  Canal  Zone  and  not  lose  his  rights  as  a  citizen  to  the  exer- 
cise of  the  elective  franchise  in  the  Republic  it  was  wise  to  make.  The 
truth  is  that  while  we  have  all  the  attributes  of  sovereignty  necessary 
in  the  construction,  maintenance,  and  protection  of  the  canal,  the  very 
form  in  which  these  attributes  are  conferred  in  the  treaty  seems  to 
preserve  the  titular  sovereignty  over  the  Canal  Zone  in  the  Republic 
of  Panama,  and  as  we  have  conceded  to  us  complete  judicial  and  police 
power  and  control  over  the  Zone  and  the  two  ports  at  the  end  of  the 
canal,  I  can  see  no  reason  for  creating  a  resentment  on  the  part  of  the 
people  of  the  Isthmus  by  quarreling  over  that  which  is  dear  to  them 
but  which  to  us  is  of  no  real  moment  whatever. 

The  supplementary  order  was  made  merely  to  clarify  certain  doubts 
in  the  minds  of  some  of  the  Panama  officials  and  to  make  certain  that 
the  consignments  of  merchandise  to  Panama  and  Colon  might  be  car- 
ried in  steamers  cleared  for  and  entered  at  canal  ports,  for  it  would 
be  intolerable  to  require  that  a  steamer  should  limit  its  cargo  only  to 
articles  which  might  be  entered  free  at  the  canal  ports. 

The  Government  and  merchants  of  Panama  regard  with  considerable 
anxiety  the  construction  which  is  to  be  put  up  on  Section  XIII  of  the 
treaty,  which  reads  as  follows: 

The  United  States  may  import  at  any  time  into  the  said  Zone  and  auxiliary  lands, 
free  of  custom  duties,  imposts,  taxes,  or  other  charges,  and  without  any  restrictions, 
any  and  all  Yessels,  dredges,  engines,  cars,  machinery,  tools,  explosives,  materials, 
supplies,  and  other  articles  necessary  and  convenient  in  the  construction,  mainte- 
nance, operation,  sanitation,  and  protection  of  the  canal  and  auxiliary  works,  and  all 
provisions,  medicines,  clothing,  supplies,  and  other  things  necessary  and  convenient 
for  the  officers,  employees,  workmen,  and  laborers  in  the  service  and  employ  of  the 
United  States  and  for  their  families.  If  any  such  articles  are  disposed  of  for  use  out- 
side of  the  Zone  and  auxiliary  lands  granted  to  the  United  States  and  within  the  ter- 
ritory of  the  Republic,  they  shall  be  subject  to  the  same  import  or  other  duties  as 
like  articles  imported  under  the  laws  of  the  Republic  of  Panama. 

After  a  conference  with  Admiral  Walker,  General  Davis,  and  Mr. 
Wallace,  the  chief  engineer,  I  became  convinced  that  we  should  restrict 
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the  application  of  Section  XIII,  so  far  as  it  affects  food  supplies,  arti- 
cles of  clothing,  and  merchandise  for  the  use  of  officers  and  employees 
of  the  Government,  of  the  Canal  Ck>mmission,  and  of  the  contractors 
engaged  in  work  on  the  canal,  and  in  the  Zone,  to  those  who  were 
brought  from  the  temperate  zone,  who  could  not  obtain  from  the  ordi- 
nary stores  in  the  Isthmus  the  food  supplies,  clothing,  and  other  things 
to  which  they  were  accustomed  and  which  they  regarded  as  essential 
to  their  living.  It  did  not  seem  wise  for  the  Commission  itself  or 
through  its  contractors  to  establish  a  commissary  for  the  feeding  of 
tlie  ordinary  day  laborers  on  the  canal.  They  must  necessarily  come 
from  a  climate  like  that  of  the  Isthmus,  and  must  be  used  to  the  food 
which  the  common  people  of  the  Isthmus  use.  The  Commission 
should,  however,  hold  in  terrorem  over  the  merchants  of  the  Republic 
imd  the  Zone  the  possibility  that  a  commissary  for  the  sale  of  food  and 
other  merchandise  to  the  common  laborers  may  be  established  if  the 
merchants  do  not  furnish  food  and  clothing  to  such  laborers  at  a 
reasonable  rate. 

Of  course,  the  free  importation  of  machinery  and  mechanical  sup- 
plies, live  stock  and  forage,  to  be  used  in  the  construction  of  the  canal, 
under  this  section  goes  without  saying.  The  real  point  of  discussion 
is  as  to  the  extent  to  which  the  United  States  should  maintain  a  com- 
missary and  undei*sell  and  drive  out  of  competition  the  merchants  of 
the  Zone  and  of  the  Republic.  My  strong  unpression  is  that  the 
limitation  above  indicated  is  satisfactory  to  everyone  concerned,  and 
it  has  been  embodied  in  an  Executive  order  of  January  7, 1905,  a  copy 
of  which  is  appended  hereto,  marked  "  Exhibit  B." 

The  arrangement  agreed  upon  between  the  two  Governments  seems 
to  be  equitable  and  satisfactory.  I  can  not  speak  too  highly  of  the 
broad,  liberal,  statesmanlike  spirit  in  which  President  Amador,  Minis- 
ter of  State  Gamaria,  and  Minister  Obaldia  approached  the  questions 
of  difference  between  us  and  of  the  confidence  they  manifested  in  the 
friendly  interest  of  the  United  States  in  the  welfare  of  the  new 
Republic. 

An  important  question  of  policy  is  yet  to  be  determined.  If  the 
Isthmian  Canal  Commission  are  not  bound  by  any  restriction  of  Con- 
gress as  to  where  they  shall  purchase  machinery,  material,  and  supplies, 
then  it  would  seem  to  be  their  duty  to  construct  the  canal  as  cheaply  as 
possible,  and  so  to  buy  what  they  need  where  they  can  get  it  cheapest. 
This,  however,  is  certain  to  produce,  every  time  that  a  large  contract 
is  awarded  to  a  foreign  manufacturer  or  dealer,  an  outcry  on  the  part 
of  the  American  unsuccessful  competitors.  If  Congress  approves  the 
policy  of  favoring  American  manufacturers  and  dealers,  even  if  it 
increases  the  cost  of  the  construction  of  the  Canal,  then  it  seems  to 
me  only  just  that  it  should  declare  this  policy  by  law  and  lay  down  a 
rule  which  the  Commission  can  easily  follow. 
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The  qnestion  of  labor  is  not  free  from  difficulty.  The  French 
Panama  Company  did  much  of  its  work  with  Jamaica  negroes,  and  a 
large  part  of  the  8,000  employees  now  engaged  by  the  Commission  is 
composed  of  Jamaicans.  But  it  will  not  be  easy  to  secure  all  the 
Jamaican  laborers  that  will  be  needed.  The  governor  of  Jamaica, 
Sir  Alexander  Swettenham,  whom  I  visited  at  Kingston,  was  unwil  - 
ling  to  consent  to  our  taking  10,000  laborers  from  the  islands  unless 
we  deposited  £6  sterling  per  laborer  with  the  island  government  to 
meet  the  burden  which  his  leaving  the  island  would  probably  throw 
on  his  parish  under  the  poor  law  of  the  island  for  the  support  of  those 
dependent  on  him.  He  also  insisted  that  we  should  agree  to  pay  the 
expenses  of  the  return  of  each  laborer,  whether  he  was  satisfactory  or 
not,  and  whether  he  abandoned  the  work  in  violation  of  his  contract  or 
not  It  is  probable,  however,  that  Jamaica  laborers  will  come  volun- 
tarily in  considerable  numbers  to  the  Isthmus,  because  there  are  two 
direct  lines  between  Kingston  and  Colon,  the  fare  is  only  $5  a  per- 
son, and  the  wages  paid  in  the  Canal  2iOne  ai*e  double  those  paid  in 
Jamaica.  Indeed,  the  governor  informed  me  that  about  6,000  Jamai- 
cans were  leaving  the  islands  annually  to  work  in  Panama  and  in  Central 
America.  It  is  hoped  that  satisfactory  labor  may  be  obtained  in  Porto 
Rico,  and  I  have  recommended  to  the  chairman  that  1,000  Porto 
Sicans  be  transported  to  the  Isthmus  as  an  experiment. 

The  governor  of  Porto  Rico,  Hon.  Beekman  Winthrop,  thinks  that 
the  labor  of  Porto  Ricans  will  prove  to  be  satisfactory,  and  is  now 
investigating  the  matter  with  a  view  to  recommending  the  best  method 
of  selection.  Offers  have  also  been  made  to  the  Commission  to  try  a 
thousand  Chinamen  and  a  similar  number  of  Japanese  under  contract 
for  the  purpose  of  determining  the  best  way  to  secure  the  force  needed. 

Without  criticising  the  Commission,  which  I  think  has  made  as 
much  progress  in  the  necessary  preparation  for  the  building  of  the 
canal  as  could  be  expected  in  the  short  time  since  its  appointment,  it 
is  not  improper  for  me  to  say  that  under  the  present  law  the  plan  for 
boilding  the  canal  is  unelastic.  The  evident  purpose  of  the  act  to 
require  the  President  to  act  through  the  Commission  as  a  body  and 
not  to  distribute  work  and  responsibility  to  the  members  severally^ 
and  to  fix  the  salaries  of  the  individual  members  according  to  the  work 
which  they  are  to  do,  renders  the  instruments  with  which  the  Presi- 
dent is  to  build  the  canal  less  flexible  than  they  ought  to  be.  If  he 
were  able  to  designate  of  the  Commission  certain  membei-s  to  have 
charge  of  the  executive  work,  and  others  to  act  as  consulting  engi- 
neers in  an  advisory  capacity,  and  other  members  of  the  Commission 
to  discharge  other  necessary  functions,  he  could  construct  a  machine  in 
the  form  which  experience  might  indicate  to  be  the  most  useful. 

Another  subject  for  consideration  ih  the  disposition  of  the  Panama 
Bailroad.    In  the  purchase  of  the  property  of  the  New  French  Panama 
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Canal  Company,  the  United  States  acquired  68,887  shares  out  of  a 
total  of  the  70,000  shares  which  constitute  the  capital  stock  of  the 
company.  In  October  last  the  chairman  of  the  Isthmian  Canal  Com- 
mission, with  my  approval,  purchased  out  of  the  funds  available 
for  the  use  of  the  Commission,  100  additional  shares,  so  that  there 
remain  outstanding^  of  the  shares  of  the  capital  stock  not  owned  hy 
the  Government,  1013  shares.  It  is,  of  course,  obvious  that  as  long  as 
there  is  private  ownership  of  any  of  the  shares  of  the  railroad  com- 
pany, the  railroad  must  be  operated  for  the  benefit  of  all  the  stock- 
holders to  secure  the  greatest  profit  to  the  owners  of  the  stock;  and 
that  directors  elected  by  the  stockholders  are  trustees  not  for  the 
United  States  only  but  also  for  the  private  persons  owning  the  stock, 
and  that  the  policy  of  the  directors  must  be  that  which  will  inure  to 
the  greatest  benefit  of  all  the  stockholders. 

The  United  States  purchased  the  shares  in  the  company  for  the  pur- 
pose of  using  the  railroad  to  assist  it  in  the  construction  of  the  canal, 
and  it  is  quite  evident  that  this  purpose  will  be  largely  defeated  unless 
the  representatives  of  the  United  States  may  use  the  railroad  without 
let  or  hindrance  in  canal  construction.  Of  course,  under  the  franchise 
authorizing  the  operation  of  the  railroad  company,  there  is  an  obliga- 
tion upon  those  who  run  the  railroad  and  use  the  franchise  to  perforin 
the  duty  of  a  common  carrier.  It  is  entirely  feasible  fully  to  perform 
such  a  duty  and  still  to  use  the  railroad  as  an  auxiliary  instrument  in 
the  construction  of  the  canal;  but  there  will  be  great  awkwardness  in 
fixing  the  proper  charge  against  the  Canal  Commission  for  the  constant 
use  of  the  railroad  for  canal  purposes  and  also  such  necessary  friction 
if  the  road  is  to  be  run  by  a  company  not  under  the  direct  control  of 
the  chief  engineer  of  the  canal. 

It  would  be  much  easier,  in  my  judgment,  if  in  some  way  the  private 
owners  of  the  stock  could  receive  a  reasonable  dividend  on  their  stock, 
and  the  road  could  be  placed  wholly  under  the  control  and  use  of  the 
Government  of  the  United  States.  Now,  two  methods  suggest  them- 
selves: One  is,  that  of  condenming  the  stock  and  paying  what  is  a 
reasonable  price  therefor  to  the  owners.  I  am  inclined  to  think  that 
this  method  is  a  possible  one  and  that  the  condemnation  proceeding 
under  a  statute  of  the  United  States  might  be  pursued  in  the  State  of 
New  York,  which  incorporated  the  company  and  where  its  chief  office 
now  is.     It  would  require  special  legislation  by  Congress. 

The  second  is  to  use  the  power  that  the  United  States  has  to  elect 
directors  who  will  lease  the  railroad  to  the  Isthmian  Canal  Commission 
At  a  rental  which  will  involve  the  pa\'ment  of  the  fixed  charges  upon 
the  railroad  and  a  reasonable  dividend  upon  all  the  stock.  Of  course 
the  dividend  earned  upon  the  stock  belonging  to  the  United  States 
need  not  be  paid.  In  this  way  the  Isthmian  Canal  Commission  will 
become  the  lessee  of  the  railroad,  and,  provided  it  does  not  injure  the 
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property  and  discharges  the  obligations  of  the  original  company  under 
its  franchise,  can  use  the  railroad  for  the  purposes  of  constructing  tlie 
canal  without  embarrassment.  There  is  nothing  to  prevent  the  Com- 
mission from  operating  the  railroad  for  commercial  pui'poses,  and  so 
discharging  the  duties  imposed  upon  the  railroad  company  under  the 
franchise  if  given  proper  authority  by  Congress.  1  am  advised,  though 
I  have  not  myself  examined  the  statutes,  that  the  general  statutes  of 
New  York  would  permit  the  leasing  of  the  railroad. 

In  this  way  the  three  essential  ends  could  be  attained;  a  proper  and 
reasonable  dividend  upon  their  stock  would  be  paid  to  the  minority 
stockholders,  the  public  service  enjoined  by  its  franchise  upon  the 
company  would  be  discharged,  and  the  railroad  could  be  made  to  serve 
completely  the  purpose  for  which  the  stock  was  bought  by  the  Gov- 
ernment as  part  of  the  plant  for  the  construction  of  the  canal.  It  is 
possible  that  a  third  method  might  be  adopted  which  would  not  involve 
a  lease,  but  a  traffic  contract  between  the  railroad  company  and  the 
Commission  which  should  permit  the  management  of  the  railroad 
company  by  officers  of  the  Commission  and  should  secure  the  three 
things  necessary  as  above  mentioned. 

The  present  management  of  the  railroad  has  been  subjected  to  criti- 
cism by  General  Davis  in  his  report.  It  is  unnecessary  for  me  to 
comment  on  this,  ^except  to  say  that  whatever  may  have  justified  the 
rates  charged  by  the  railroad,  the  salaries  paid  by  it,  and  the  character 
of  its  corporate  organization,  and  the  expenses  of  the  office  in  New 
York,  certainly  for  the  purposes  and  under  the  control  of  the  United 
States,  radical  changes  must  be  made.  The  proper  time  for  these 
changes  would  seem  to  be  on  the  1st  of  April,  when  the  annual  elec- 
tion takes  place,  and  when  a  new  board  of  directors  may  be  elected. 
It  is  true  that  the  members  of  the  present  Canal  Commission  are  all 
directors  of  the  railroad  now,  but  it  has  not  seemed  wise  to  make  the 
radical  changes  needed  until  the  end  of  the  year  for  which  the  officers 
were  elected  at  the  salaries  then  fixed.  Time  is  needed  to  determine 
the  proper  plan  for  the  reorganization  of  the  railroad. 

There  is  a  contract  between  the  railroad  company  and  the  Pacific 
Mail  Steamship  Company,  which  gives  to  the  Pacific  Mail  Steamship 
Company  the  exclusive  privilege  of  issuing  through  bills  of  la|||ding 
on  business  from  San  Francisco  to  New  York.  I  think  that  this  con- 
tract is  invalid  under  the  laws  of  Colombia  and  the  laws  of  Panama; 
but  whether  this  be  true  or  not  1  am  very  clear  that  the  Government 
of  the  United  States  can  not  consistently,  and  with  a  due  regard  to  its 
own  public  policy,  make  itself  a  party  to  such  a  contract.  I  have, 
with  your  approval,  directed  the  members  of  the  Isthmian  Canal 
Commission  to  see  to  it  that  as  the  majority  of  the  directors  of  the 
railroad  company  they  order  sent  to  the  Pacific  Mail  Steamship  Com- 
pany a'  notice  of  the  intention  of  the  railroad  company  to  withdraw 
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from  the  contract  at  the  end  of  six  months,  in  accordance  with  its 
terms. 

Whether  it  will  be  wise  to  make  a  new  contract,  eliminating  the 
objectionable  features  of  the  old  contract,  with  the  Pacific  Mail  Steam- 
ship Company,  is  a  matter  for  further  consideration.  The  Panama 
Railroad  Company  owns  three  steamers  on  the  Atlantic  side,  which  do 
a  business  between  New  York  and  Colon,  and  no  other  through  bills 
of  lading  from  New  York  to  San  Francisco  are  recognized  by  the  rail- 
road compan}^  except  those  which  are  issued  by  the  Panama  Railroad 
Company  in  New  York.  Goods  shipped  from  New  York  across  the 
Isthmus  by  any  other  line  are  charged  the  heavy  local  rates  from  Colon 
to  Panama.  There  are  certain  exclusive  privileges  also  with  respect 
to  the  docks  in  Colon  that  are  owned  by  the  Panama  Railroad  Com- 
pany, which,  with  the  heavy  local  rates  in  effect,  shut  out  all  competi- 
tion with  the  railroad  company's  steamers  for  the  business  between 
New  York  and  Colon.  1  am  inclined  to  agree  with  Gtaeral  Davis  in 
his  view  that  the  wiser  policy  for  the  Commission  would  be  to  get  out 
of  the  steamship  business  by  either  a  lease  or  a  sale  of  the  steamers, 
under  a  stipulation  which  shall  secure  reasonable  rates  and  a  proper 
weekly  service  between  New  York  and  Colon. 

The  business  of  this  line  is  increasing,  and  I  presume  there  is  no 
doubt  that  its  profits  would  attract  some  other  American  steamship 
line  to  undertake  the  business,  with  stipulations  securing  proper  rates 
both  for  the  public  and  for  the  Government.  I  do  not  speak  with 
certainty  upon  the  details  of  the  course  to  be  taken  with  respect  to  the 
steamship  lines  because  the  question  of  reasonable  rates  is  so  difficult, 
but  I  am  very  clear  that  the  best  course  for  the  Government  to  pursue 
is  to  limit  its  commercial  business  and  obligations  as  a  common  carrier 
to  the  railroad  on  the  Isthmus  and  to  offer  to  all  American  lines  at 
least  reasonable  rates,  with  through  bills  of  lading,  without  discrim- 
ination in  favor  of  any  line. 

Respectfully  submitted. 

Wm.  H.  Taft, 

Secretary  of  Wat. 

The  President.  ] 
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Exhibit  A. 

Panama,  December  5, 1901^. 

By  direction  of  the  President,  it  is  ordered  that,  subject  to  the  action 
of  the  58th  Congress  as  contemplated  by  the  act  of  Congress  approved 
April  28,  1904: 

Section  1.  No  importation  of  goods,  wares,  and  merchandise  shall 
be  entered  at  Ancon  or  Cristobsd,  the  terminal  ports  of  the  canal, 
except  such  goods,  wares,  and  merchandise  as  are  described  in  Article 
XIII  of  the  treaty  between  the  Republic  of  Panama  and  the  United 
States,  the  ratifications  of  which  were  exchanged  on  the  26th  day  of 
February,  1904,  and  except  goods,  wares,  and  merchandise  in  transit 
across  the  Isthmus  for  a  destination  without  the  limits  of  said  Isthmus, 
and  except  coal  and  crude  mineral  oil  for  fuel  purposes  to  be  sold  at 
Ancon  or  Cristobal  to  sea-going  vessels;  said  coat  ana  oil  to  be  admitted 
to  those  ports  free  of  duties  for  said  purposes: 

Provided^  however^  That  this  order  shall  be  inoperative,  first,  unless 
the  Republic  of  Panama  shall  reduce  the  ad  valorem  dutv  on  imported 
articles  described  in  class  2  of  the  act  of  the  National  Convention  of 
Panama  passed  July  6,  1904,  and  taking  effect  October  12,  1904,  from 
fifteen  per  centum  to  ten  per  centum  and  shall  not  increase  the  rates 
of  duty  on  the  imported  articles  described  in  the  other  schedules  of 
said  act  except  on  all  forms  of  impoiled  wines,  liquors,  alcohol,  and 
opium  on  which  the  Republic  may  fix  higher  rates;  second,  unless 
article  38  of  the  Constitution  of  the  Republic  of  Panama  as  modified  by 
article  146  thereof  shall  remain  in  full  force  and  unchanged  so  far  as 
the  importation  and  sale  of  all  kinds  of  merchandise  are  concerned; 
third,  unless  the  consular  fees  and  charges  of  the  Republic  of  Panama 
in  respect  to  entry  of  all  vessels  and  importations  mto  said  ports  of 
Panama  and  Colon  shall  be  reduced  to  sixty  per  cent  of  the  rates  now 
in  force;  and,  fourth,  unless  goods  imported  into  the  ports  of  Panama 
and  Colon  consigned  to  or  destined  for  any  part  of  the  Canal  Zone 
shall  not  be  subjected  in  the  Republic  of  Panama  to  any  other  direct 
or  indirect  impost  or  tax  whatever. 

Sec.  2.  In  view  of  the  proximitv  of  the  port  of  Ancon  to  the  port 
of  Panama,  and  the  port  of  Cristobal  to  the  port  of  Colon,  the  proper 
customs  or  port  official  of  the  Canal  Zone  shall,  when  not  inconsistent 
with  the  interests  of  the  United  States,  at  the  instance  of  the  proper 
authoritv  of  the  Republic  of  Panama,  permit  any  vessel,  entered  at  or 
cleared  from  the  ports  of  Panama  ana  Colon,  together  with  its  cargo 
and  passengers,  under  suitable  regulations  for  the  transit  of  the 
imported  merchandise  and  passengers  to  and  from  the  territory  of  the 
Republic  of  Panama,  to  use  and  enioy  the  dockage  and  other  facilities 
of  the  ports  of  Ancon  and  Cristobal,  respectively,  upon  payment  of 
proper  dockage  dues  to  the  owners  of  said  docks: 

Piravided^  Iwwever^  That  reciprocal  privileges  as  to  dockage  and 
other  facilities  at  Panama  and  Colon,  together  with  suitable  arrange- 
ment for  transit  of  imported  merchandise  and  passengers  to  and  from 
the  territory  of  the  Canal  Zone,  shall  be  granted  by  the  authorities  of 
the  Republic  of  Panama,  when  not  inconsistent  with  its  interests,  to 
any  vessel,  together  with  its  cargo  and  passengers  entered  at  or  cleared 
from  the  ports  of  Ancon  and  Cristobal:  Provided,  however^  That  noth- 
ing herein  contained  shall  affect  the  complete  administrative,  police. 
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and  judicial  jurisdiction  of  the  two  governments  over  their  respective 
ports  and  harbors,  except  as  hereinafter  provided  in  section  6. 

Provided^  also^  That  vessels  entering  or  clearing  at  the  port  of 
Panama  shall  have  the  absolute  right  freely  to  ancnor  and  lade  and 
discharge  their  cargoes  by  lighterage  from  and  to  Panama  at  the  Ui>ual 
anchorage  in  the  neighborhood  of  the  islands  of  Perico,  Flamenco, 
Naos,  and  Culebra,  though  included  in  the  harbor  of  Ancon,  under  the 
provisional  delimitation  as  amended  under  section  5  hereafter,  and  to 
use  the  said  waters  of  said  harbor  for  all  lawful  commercial  purposes. 

Sec.  3.  All  manifests  and  invoices  and  other  documents  in  respect 
to  vessels  or  cargoes  cleared  or  consigned  for  or  from  the  ports  of 
Panama  and  Colon  shall,  as  heretofore,  oe  made  by  the  officials  of  the 
Republic  of  Panama.  All  manifests^  invoices,  and  other  documents 
in  respect  to  the  vessels  and  cargoes  cleared  or  consigned  for  or  from 
the  ports  of  Ancon  or  Cristobal  snail  be  made  by  officials  of  the  United 
States. 

Sec.  4.  No  import  duties,  tolls,  or  charges  of  any  kind  whatsoever 
shall  be  imposed  by  the  authorities  of  the  Canal"  Zone  upon  goods, 
wares,  and  merchandise  imported,  or  upon  persons  passing  from  the 
territory  of  the  Republic  of  Panama  into  the  Canal  ione,  and  section 
6  of  the  Executive  order  of  June  24,  1904,  providing  that  duties  on 
importations  into  the  Canal  Zone  are  to  be  levied  in  conformity  with 
such  duties  as  Congress  has  imposed  upon  foreign  merchandise 
imported  into  ports  of  the  United  States  is  hereby  revoked,  but  this 
oraer  shall  be  inoperative  unless  the  authorities  of  the  Republic  of 
Panama  shall  grant  by  proper  order  reciprocal  free  importation  of 
goods,  wares,  and  merchandise  and  free  passage  of  persons  from  the 
territory  of  the  Canal  Zone  into  that  of  the  Republic  of  Panama. 

Sec.  5.  The  provisions  of  this  order  also  shall  not  be  operative 
except  upon  the  condition  that  the  delimitation  of  the  cities  and  har- 
bors of  Colon  and  Panama,  signed  on  the  15th  day  of  June,  1904,  by 
the  proper  representatives  of  the  governments  of  the  Republic  of 
Panama  and  or  the  Canal  Zone,  shall  be  provisionally  enforced,  and 
while  the  same  shall  remain  in  force  with  the  consent  of  both  parties 
thereto,  the  provisional  delimitation  shall  include  not  only  the  terms  set 
forth  in  the  writing  thereof,  but  also  the  following,  viz:  That  the  har- 
bor of  Panama  shall  include  the  maritime  paters  in  front  of  said  city  to 
the  south  and  east  thereof,  extending  three  marine  miles  from  mean  low 
watermark,  except  the  maritime  waters  lying  westerly  of  a  line  drawn 
from  a  stake  or  post  set  on  Punta  Mala  through  the  middle  island  of  the 
three  islands  known  as  Las  Tres  Hermanas^  and  extending  three 
marine  miles  from  mean  low-water  mark  on  Punta  Mala,  which  waters 
^  shall  be  considered  in  the  harbor  of  Ancon. 

Sec.  6.  This  order  also  shall  be  inoperative  unless  the  proper  gov- 
ernmental authorities  of  the  Republic  of  Panama  shall  grant  power  to 
the  authorities  of  the  Canal  Zone  to  exercise  immediate  and  complete 
jurisdiction  in  matters  of  sanitation  and  quarantine  in  the  maritime 
waters  of  the  ports  of  Panama  and  Colon. 

Sec.  7.  The  Executive  order  of  June  24,  1904.  concerning  the 
establishment  of  post-offices  and  postal  service  in  tne  Canal  Zone  is 
modified  and  supplemented  by  the  following  provisions: 

All  mail  matter  carried  in  the  territory  of  the  Canal  Zone  to  or 
through  the  Republic  of  Panama  to  the  United  States  and  to  foreign 
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oonntries  shall  bear  the  stamps  of  the  Republic  of  Panama  properly 
crossed  by  a  printed  mark  of  the  Canal  Zone  Government,  and  at 
rates  the  same  as  those  imposed  by  the  Government  of  the  United 
States  upon  its  domestic  and  foreign  mail  matter,  exactly  as  if  the 
United  States  and  the  Republic  of  Panama  for  this  purpose  were 
common  territory.  The  authorities  of  the  Canal  Zone  shall*  purchase 
from  the  Republic  of  Panama  such  stamps  as  the  authorities  of  the 
Canal  Zone  desire  to  use  in  the  Canal  Zone  at  forty  per  centum  of 
their  face  value:  but  this  order  shall  be  inoperative  unless  the  proper 
authorities  of  the  Republican  of  Panama  shall  by  suitable  arrange- 
ment with  the  postal  authorities  of  the  United  States  provide  for  tne 
transportation  of  mail  matter  between  post-offices  on  the  Isthmus  of 
Panama  and  post-offices  in  the  United  States  at  the  same  rates  as 
are  now  charged  for  domestic  postage  in  the  United  States,  except 
all  mail  matter  lawfully  franked  and  inclosed  in  the  so-called  penalty 
envelopes  of  the  United  States  Government  concerning  the  public 
business  of  the  United  States,  which  shall  be  carried  free,  both  by  the 

fovernments  of  Panama  and  of  the  Canal  Zone:  Provided^  however^ 
'hat  the  Zone  authorities  may  for  the  purpose  of  facilitating  the  trans- 
portation of  through  mail  between  the  Zone  and  the  United  States  in 
either  direction  inclose  such  through  mail  properly  stamped  or  law- 
fully franked  in  sealed  mail  pouches,  which  shall  not  be  opened  by  the 
authorities  of  the  Republic  of  Panama  in  transit,  on  condition  that  the 
cost  of  transportation  of  such  mail  pouches  shall  be  paid  by  the  Zone 
Government. 

Sec.  8.  This  order  also  shall  not  be  operative  unless  the  currency 
agreement  made  at  Washington  June  20,  1904,  by  the  representatives 
of  the  Republic  of  Panama  and  the  Secretary  of  War  of  the  United 
States,  acUng  with  the  approval  of  the  President  of  the  United  States, 
for  the  establishment  of  a  gold  standard  of  value  in  the  Republic  of 


approved  June  20,  1904,  and  unless  the  President  of  the  Republic  of 
Panama,  in  order  that  the  opemtion  of  the  said  currency  affreement  in 
securing  and  maintaining  a  gold  standard  of  value  in  the  Republic  of 
Panama  may  not  be  obstruct^  thereby,  shall  by  virtue  of  his  authority 
conferred  by  law  No.  65,  enacted  by  the  National  Assembly  of  Panama 
on  June  6,  1904,  abolish  the  tax  of  one  per  cent  on  gold  coin  exported 
from  the  Republic  of  Panama. 

Sec.  9.  Citizens  of  the  Republic  of  Panama  at  any  time  residing  in 
the  Canal  Zone  shall  have,  so  far  as  concerns  the  United  States,  entire 
freedom  of  voting  at  elections  held  in  the  Republic  of  Panama  and  its 
provinces  or  municipalities  at  such  places  outside  of  the  Canal  Zone  as 
may  be  tixed  bjr  the  Republic,  and  under  such  conditions  as  the  Repub- 
lic may  determine;  but  nothing  herein  is  to  be  construed  as  intending 
to  limit  the  power  of  the  Republic  to  exclude  or  restrict  the  right  of 
such  citizens  to  vote  as  it  may  be  deemed  judicious. 

Sec.  10.  The  highway  extending  from  the  eastern  limits  of  the  city 
of  Panama,  as  fixed  in  the  above  mentioned  provisional  delimitation 
agreement  of  June  10,  1904,  to  the  point  still  further  to  the  eastward 
wnere  the  road  to  the  "Savannas"  crosses  the  Zone  line  (which  is  6 
miles  to  eastward  of  the  center  axis  of  the  canal)  shall  be  repaired  and 
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maintained  in  a  serviceable  condition  at  the  cost  and  expense  of  the 
authorities  of  the  Canal  Zone,  and  also  in  like  manner  tne  said  road 
from  the  said  eastern  limits  of  the  city  of  Panama  to  the  railroad 
bridge  in  the  city  of  Panama  shall  be  repaired  at  the  cost  of  the 
authorities  of  the  Canal  Zone;  but  this  oraer  shall  not  be  operative 
unless  th§  Republic  of  Panama  shall  waive  its  claim  for  compensation 
for  the  use  in  perpetuity  of  the  municipal  buildings  located  in  the 
Canal  Zone. 

Sec.  11.  The  United  States  will  construct,  maintain,  and  conduct  a 
hospital  or  hospitals  either  in  the  Canal  Zone  or  in  the  territory  of  the 
Republic,  at  its  option,  for  the  treatment  of  persons  insane  or  afflicted 
with  the  disease  of  leprosy,  and  indigent  sici,  and  the  United  States 
will  accept  for  treatment  therein  such  persons  of  said  classes  as  the 
Republic  may  request;  but  this  order  shall  not  be  operative  unless, 
first,  the  Republic  of  Panama  shall  furnish  without  cost  the  requisite 
lands  for  said  purposes  if  the  United  States  shall  locate  such  hospital 
or  hospitals  in  the  territory  of  the  Republic;  and  second,  unless  the 
Republic  shall  contribute  and  pay  to  the  United  States  a  reasonable 
daily  per  capita  charge  in  respect  of  each  patient  entering,  upon  the 
request  of  tne  Republic,  to  be  fixed  by  the  Secretary  of  War  of  the 
United  States. 

Sec.  12.  The  operation  of  this  Executive  order  and  its  enforcement 
t)y  officials  of  the  United  States  on  the  one  hand,  or  a  compliance  with 
and  performance  of  the  conditions  of  its  operation  by  the  Republic  of 
Panama  and  its  officials  on  the  other,  shall  not  be  taken  as  a  delim- 
itation, definition,  restriction,  or  restrictive  construction  of  the  rights 
of  either  party  under  the  treaty  between  the  United  States  and  the 
Reoublic  of  Panama. 

This  order  is  to  take  effect  on  the  12th  day  of  December,  1904. 

Wm.  H.  Taft, 

Secretary  of  Warm 


Panama,  December  5, 1904* 

Executive  order  of  December  ff ,  190 I^,^  explanatory  of  Executive  order 

of  Decembers,  190k,. 

Section  I.  Consignments  of  goods,  wares,  and  merchandise  which 
by  virtue  of  Section  I  of  the  above-mentioned  order  of  December  3, 
1904,  can  not  be  entered  for  importation  at  the  ports  of  Ancon  or 
Cristobal  may  nevertheless,  at  the  option  of  the  consignor,  if  accom- 
panied by  the  proper  consular  invoices  of  the  consul  of  the  Republic 
of  Panama  at  the  port  of  consignment,  be  landed  at  Ancon  or  Cris- 
tobal, respectively,  in  transit  to  any  part  of  the  Canal  Zone  or  the 
Republic  upon  payment  of  the  proper  duties  to  the  Republic  of  Pan- 
ama, under  suitable  arrangements  similar  to  those  provided  for  by 
Section  11  of  said  order  of  December  3,  1904. 

But  such  goods,  wares,  and  merchandise  not  accompanied  by  con- 
sular invoice  of  the  consul  of  the  Republic  shall  not  be  permitted  to 
land  at  Ancon  or  Cristobal. 

Sec.  II.  The  order  of  December  3,  1904,  shall  be  construed  to  per- 
mit free  exportation  and  consignment  of  goods,  wares,  and  merchaa- 
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Use  and  free  transit  of  persons  and  vehicles  from  the  Republic  through 
the  Canal  2iOne  and  from  the  terminal  ports  thereof. 
By  direction  of  the  President: 

Wm.  H.  Taft, 

Secretary  of  War. 


Exhibit  B. 

War  Department, 
Washington^  D.  C,  January  7,  1905. 
Executive  order: 
By  direction  of  the  President,  it  is  hereby  ordered  that — 

1.  To  entitle  goods,  wares,  and  merchandise  to  entry  at  Ancon  and 
Cristobal,  the  terminal  porta  of  the  Isthmian  Canal,  Canal  Zone, 
Isthmus  of  Panama,  it  is  necessary  that  it  be  established  by  the  certifi- 
cate of  a  member  of  the  Isthmian  Canal  Commission,  or  of  the  chief 
engineer  of  the  Isthmian  Canal  Commission,  or  of  the  chief  of  the 
department  of  material  and  supplies,  that  said  goods,  wares,  and  mer- 
chandise are  necessary  and  convenient  for  the  construction  of  the 
Isthmian  Canal  or  for  the  use  and  consumption  of  certain  ofhcers  and 
employees  in  the  service  of  the  United  States  and  of  the  Government 
of  the  Canal  Zone  and  their  families,  stationed  on  the  Isthmus  of 
Panama,  and  are  to  be  devoted  to  that  purpose  exclusively. 

2.  The  certificates  above  required  snail  be  granted  only  when  the 
^oods,  wares,  and  merchandise  to  be  certified  are  (1)  the  property, 
mcluding  live  stock  and  forage,  of  or  under  contract  of  purchase  by 
the  United  States  and  intended  for  use  in  the  work  of  constructing 
the  canal  or  the  sanitation  of  the  Isthmus,  or  for  the  service  of  the 
Government  of  the  Canal  Zone;  (2)  the  property,  including  live  stock 
and  forage,  of  or  under  contract  of  purchase  by  a  contractor  with  the 
United  States  or  the  government  of  the  Canal  Zone  for  work  on  the 
construction  of  the  Isthmian  Canal,  the  sanitation  of  the  Isthmus  of 
Panama,  provided  that  any  goods,  wares,  or  merchandise  that  are  to 
be  offered  for  sale  by  any  contractor  to  his  employees  or  othei*wise 
shall  not  be  entitled  to  such  entry;  (3)  the  property  of  the  gov- 
ernment of  the  Canal  Zone  or  of  any  municipality  of  said  zone;  (4) 

Eroperty  and  provisions  intended  for  sale  in  commissaries  estab- 
shed  and  operated  by  the  Isthmian  Canal  Commission  to  officers, 
employees,  and  contractors  of  the  Isthmian  Canal  Commission,  of  the 
Panama  Ilailroad  Companv,  or  of  any  contractor  with  the  Isthmian 
Qinal  Commission  for  work  on  the  Isthmus  (together  with  the  fami- 
lies of  such  persons),  who  are  citizens  of  the  United  States  or  who 
receive  compensation  on  what  is  known  as  the  gold  pay  roll  of  the 
Commission,  of  the  railroad  company,  or  such  contractor;  (5)  house- 
hold furniture  of  such  officers  and  employees  of  the  Isthmian  Canal 
Commission  stationed  in  the  Canal  Zone,  or  Republic  of  Panama, 
includincf  such  articles,  effects,  and  furnishings  as  pictures,  books, 
musical  instruments,  chinaware,  bed  and  table  Imen,  and  kitchen  uten- 
sils; also  wearing  apparel,  toilet  objects,  and  articles  for  personal  use; 
books,  portable  tools,  and  instruments;  iewelry  and  table  services,  in 
quantities  and  of  the  class  suitable  to  the  rank  and  position  of  such 
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officers  and  employees  and  intended  for  their  own  use  and  benefit  and 
.  not  for  barter  or  ^e,  imported  from  the  United  States. 

3.  This  order  contempmtes  the  exclusion  from  benefits  of  the  com- 
missaries established  and  maintained  by  the  Commission  of  all 
employees  and  workmen  who  are  natives  of  tropical  countries  wherein 
prevail  climatic  conditions  similar  to  those  prevailing  on  the  Isthmus 
of  Panama,  and  who  therefore  may  be  presumed  to  be  able  to  secure 
the  articles  of  food,  clothing,  househola  goods  and  furnishings,  of  the 
kind  and  character  to  which  they  are  accustomed,  from  the  merchants 
of  Panama,  Colon,  and  the  towns  of  the  Canal  Zone,  and  whose  ordi- 
nary needs  may  be  supplied  without  recourse  to  the  Government  com- 
missaries. Should  it  develop  hereafter  that  said  merchants  charge 
prices  in  excess  of  legitimate  profit,  or  practice  other  extortion,  the 
United  States,  for  the  protection  and  assistance  of  all  its  employees, 
whether  from  the  tropical  or  temperate  zone,  will  supply  its  commis- 
saries with  such  staple  articles  as  are  required  and  desired  by  the 
inhabitants  of  tropical  countries,  and  permit  all  its  employees  and 
workmen  and  those  of  its  contractors  to  avail  themselves  of  the  ben- 
efits and  privileges  afforded  by  said  Government  commissaries. 

This  order  is  to  take  effect  on  the  7th  day  of  January,  1905. 

Wm.  H.  Tatt, 
Secretary  qf  War. 
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OmoB  OP  THE  Isthmian  Canal  Commission, 

Washington^  D.  CI,  Deceinber  i,  190^., 
Sib  :  The  Isthmian  Canal  ConimisHion  having  been  actively  engaged 
in  the  discharge  of  its  duties  since  its  first  meeting  on  March  22, 1904, 
has  the  honor  to  submit  this  its  first  annual  report. 

actt  authorizing  thb  construction  of  an  isthmian  canal. 

The  Isthmian  Canal  Commission  is  organized  and  is  acting  under  the 
provisions  of  the  act  of  Congress  approved  June  28, 1902,  as  follows: 

AN  ACT  to  proTlde  for  tlie  oonstroction  of  a  canal  connecting  the  waters  of  the  Atlantic  and  Pacific 

oceans. 

Be  it  enacted  by  the  Senate  and  Hcfuee  of  JUpreseniaiives  of  the  United  States  of  America 
tn  Oongren  auemhledy  That  the  President  of  the  United  States  is  hereby  authorized 
to  acquire,  for  and  on  behalf  of  the  United  States,  at  a  cost  not  exceeding  forty 
millions  of  dollars,  the  rights,  privil^^,  franchises,  concessions,  grants  of  land,  right 
of  way,  unfinished  work,  plants,  and  other  property,  real,  personal  and  mixed,  of 
every  name  and  nature,  owned  by  the  New  Manama  Canal  Company,  of  France,  on 
the  Isthmua  of  Panama,  and  all  its  maps,  plans,  drawings,  records  on  the  Isthmus  of 
Pftnama  and  in  Paris,  including  all  the  capital  stock,  not  less,  however,  than  sixty- 
eight  thousand  eight  hundred  and  sixty-three  shares  of  the  Panama  Railroad  Com- 
irnny,  owned  by  or  held  for  the  use  of  said  caual  company,  provided  a  satisfactory 
title  to  all  of  said  property  can  be  obtained. 

8bc.  2.  That  the  President  is  hereby  authorized  to  acquire  from  the  Republic  of 
Oolombia,  for  and  on  behalf  of  the  United  States,  upon  such  terms  as  he  may  deem 
reasonable,  perpetual  control  of  a  strip  of  land,  the  territory  of  the  Republic  of 
Colombia,  not  less  than  six  miles  in  wiath,  extending  from  the  Caribbean  Sea  to  the 
Flictfic  Ocean,  and  the  right  to  use  and  dispose  of  the  waters  thereon,  and  to  exca- 
vate, construct,  and  to  perpetually  maintain,  operate,  and  protect  thereon  a  canal  of 
sach  depth  and  capacity  as  will  afford  convenient  passage  of  ships  of  the  greatest 
tooDSffe  and  draft  now  in  use,  from  the  Caribbean  Sea  to  tfie  Pacific  Ocean,  which 
control  shall  include  the  right  to  perpetually  maintain  and  operate  the  Panama 
fiailroad,  if  the  ownership  thereof,  or  a  controlling  interest  therein,  shall  have  been 
acquired  by  the  United  States,  and  also  jurisdiction  over  said  strip,  and  the  Pp^te  at 
the  ends  thereof  to  make  such  police  and  sanitary  rules  and  regulations  as  shwl  be 
'  to  preserve  oider  and  preserve  the  public  health  thereon,  and  to  establish 
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such  judicial  tribunals  as  may  be  agreed  npon  theron  as  may  l)e  necessary  to  enforce 
such  rules  and  regulations. 

The  President  mav  acquire  each  additional  territory  and  rights  from  Colombia  as 
in  his  judsment  will  facilitate  the  general  purpose  hereof. 

Sbc.  3.  That  when  the  President  shall  have  arranged  to  secure  a  satisfactory  title 
to  the  property  of  the  New  Panama  CSanal  Gompanv,  as  provided  in  section  one 
hereof,  and  shall  have  obtained  by  treaty  control  of  tne  necessary  territory  from  the 
Republic  of  Colombia,  as  provided  in  section  two  hereof,  he  is  authorized  to  pay  for 
the  propertv  of  the  New  Panama  Canal  Company  forty  millions  of  dollars,  ana  to  the 
Republic  of  Colombia  such  sum  as  shall  have  been  agreed  upon,  and  a  sum  sufficient 
for  both  said  purposes  is  hereby  appropriated,  out  ofany  money  in  the  Treasury  not 
otherwise  appropriated,  to  be  paid  on  warrant  or  warrants  drawn  by  the  President. 

The  President  shall  then,  tnrough  the  Isthmian  Canal  Commission  hereinafter 
authorized,  cause  to  be  excavated,  constructed,  and  completed,  utilizing  to  that  end, 
as  far  as  practicable,  the  work  heretofore  done  by  the  New  Panama  Canal  Company, 
of  France,  and  its  predecessor  company,  a  ship  canal  from  the  Caribbean  Sea  to  the 
Pacific  Ocean.  Such  canal  shall  be  of  sufiicient  capacity  and  depth  as  shall  afford 
convenient  passage  for  vessels  of  the  largest  tonnage  add  greatest  draft  now  in  use, 
and  such  as  may  be  reasonably  anticipate,  and  shall  be  supplied  with  all  necesBary 
loc^  and  other  appliances  to  meet  the  necessities  of  vessels  passing  through  the  same 
from  ocean  to  ocean;  and  he  shall  also  cause  to  be  constructed  such  safe  and  cona- 
modious  harbors  at  the  termini  of  said  canal,  and  make  such  provisions  for  defense 
as  may  be  necessary  for  the  safety  and  protection  of  said  canal  and  harbors.  That 
the  President  is  authorized  for  the  purposes  aforesaid  to  employ  such  persons  as  he 
may  deem  necessary,  and  to  fix  their  compensation. 

Sec.  4.  That  should  the  President  be  unable  to  obtain  for  the  United  States  a  satis- 
factory title  to  the  property  of  the  New  Panama  Canal  Company  and  the  control  of 
the  necessary  territory  of  the  Republic  of  Colombia  and  the  rights  mentioned  in  sec- 
tions one  and  two  of  this  Act,  within  a  reasonable  time  and  upon  reasonable  terms, 
then  the  President,  having  first  obtained  for  the  United  States  perpetual  control  by 
treaty  of  the  necessary  territory  from  Costa  Rica  and  Nicaragua,  upon  terms  which 
he  may  consider  reasonable,  for  the  construction,  perpetual  maintenance,  operation, 
and  protection  of  a  canal  connecting  the  Caribbean  Sea  with  the  Pacific  Ocean  by 
what  is  commonly  known  as  the  Nicaragua  route,  shall,  through  the  said  Isthmian 
Canal  Commission,  cause  to  be  excavated  and  constructed  a  ship  canal  and  waterway 
from  a  point  on  the  shore  of  the  Caribbean  Sea  near  Greytown.  by  way  of  Lake  Nic- 
aragua, to  a  point  near  Brito  on  the  Pacific  Ocean.  Said  canal  snail  be  of  sufficient 
capacity  and  depth  to  afford  convenient  passage  for  vessels  of  the  largest  tonnage  and 
greatest  draft  now  in  use,  and  such  as  may  be  reasonably  anticipated,  and  shall  be 
supplied  with  all  necessary  locks  and  other  appliances  to  meet  the  necessities  of  ves- 
sels passing  through  the  same  from  ocean  to  ocean;  and  he  shall  also  construct  sock 
safe  and  commodious  harbors  at  the  termini  of  said  canal  as  shall  be  necessary  for 
the  safe  and  convenient  use  thereof,  and  shall  make  such  provisions  for  defense  as 
may  be  necessary  for  the  safety  and  protection  of  said  harbors  and  canal;  and  sucU 
sum  or  sums  of  money  as  may  be  agreed  upon  by  such  treaty  as  compensation  to  be 
paid  to  Nicaragua  ana  Costa  Kica  for  the  concessions  and  rights  hereunder  provided 
to  be  acquired  by  the  United  States  are  hereby  ajspropriated,  out  of  any  money  in 
the  Treasury  not  otherwise  appropriated,  to  be  paid  on  warrant  or  warrants  drawn 
by  the  President. 

The  President  shall  cause  the  said  Isthmian  Canal  Commission  to  make  each  sar- 
veys  as  may  be  necessary  for  said  canal  and  harbors  to  be  made,  and  in  making  sucb 
surveys  ana  in  the  construction  of  said  canal  may  employ  such  persons  as  he  may 
deem  necessary,  and  may  fix  their  compensation. 

In  the  excavation  and  construction  of  said  canal  the  San  Juan  River  and  L^ke 
NicaragiuL  or  such  parts  of  each  as  may  be  made  available,  shall  be  used. 

Sbc.  5.  That  the  sum  of  ten  million  dollars  is  hereby  appropriated,  oat  of  any 
money  in  the  Treasury  not  otherwise  appropriated,  toward  tne  project  herein  con- 
templated by  either  route  so  selected. 

And  the  President  is  hereby  authorized  to  cause  to  be  entered  into  each  contract 
or  contracts  as  may  be  deemed  necessary  for  the  proper  excavation,  construction, 
completion,  and  defense  of  said  canal,  harbors,  and  defenses,  by  the  route  finallv 
determined  upon  under  the  provisions  of  thie  Act  Appropriations  therefor  shaft 
from  time  to  time  be  hereafter  made,  not  to  exceed  in  tne  aggregate  the  additionaJ 
sum  of  one  hundred  and  thirty-five  millions  of  dollars,  should  the  Panama  lOQte  be 
adopted,  or  one  hundred  and  eighty  millions  of  dollars  should  the  Nicaragoa  roate 
be  adopted. 

Sec.  6.  That  in  any  agreement  with  the  Republic  of  Colombia,  or  with  tbe  States 
of  Nicaragoa  and  Costa  Kica,  the  President  is  authoriaed  to  guarantee  to  said  Bepabiic 
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or  to  said  States  the  use  of  said  canal  and  harbors,  upon  snch  terms  as  may  be  agreed 
npon,  for  all  vessels  owned  by  said  States  or  by  citizens  thereof. 

8bc.  7.  That  to  enable  the  President  to  construct  the  canal  and  works  appurtenant 
thereto,  aa  provided  in  this  Act,  there  is  hereby  created  the  Isthmian  Canal  Commis- 
non,  the  same  to  be  composed  of  seven  members,  who  shall  be  nominated  and 
^pointed  by  the  President,  by  and  with  the  advice  and  consent  of  the  Senate,  and 
wno  shall  eerve  until  the  completion  of  said  canal  unless  sooner  removed  by  the 
President,  and  one  of  whom  shall  be  named  as  the  chairman  of  said  Commission, 
Of  the  seven  members  of  said  Commission  at  least  four  of  them  shall  be  persons 
learned  and  skilled  in  the  science  of  engineering,  and  of  the  four  at  least  one  shall  be 
an  officer  of  the  United  States  Army,  and  at  least  one  other  shall  be  an  officer  of  the 
United  States  Navy,  the  said  officers  respectively  being  either  upon  the  active  or 
retired  list  of  the  Army  or  of  the  Navy.  Said  Commissioners  shall  each  receive 
such  compensation  as  the  President  shall  prescribe  until  the  same  shall  have  been 
otherwise  fixed  by  the  Congress.  In  addition  to  the  members  of  said  Isthmian 
Oanal  Commission  the  President  is  hereby  authorized,  through  said  Commission, 
to  employ  in  said  service  any  of  the  engineers  of  the  United  States  Army  at  his 
discretion,  and  likewise  to  employ  any  engineers  in  civil  life,  at  his  discretion,  and 
any  other  persons  necessary  for  the  proper  and  expeditious  prosecution  of  said  work. 
The  compensation  of  all  snch  engineers  and  other  persons  employed  under  this  act 
shall  be  fixed  bv  said  Commission,  subject  to  the  approval  of  the  President.  The 
ofilcial  salary  oi  any  officer  appointed  or  employed  under  this  act  shall  be  deducted 
from  the  amount  of  salary  or  compensation  provided  bv  or  which  shall  be  fixed 
mider  the  terms  of  this  act.  Said  Commission  shall  in  all  matters  be  subject  to  the 
direction  and  control  of  the  President,  and  shall  make  to  the  IVosident  annually  and 
At  such  other  periods  as  may  be  reouired,  either  by  law  or  by  the  order  of  the  Presi- 
dent, full  and  complete  reports  of  all  their  actings  and  doings  and  of  all  moneys 
received  and  expenaed  in  the  construction  of  said  work  and  in  the  performance  of  their 
duties  in  connection  therewith,  which  said  reports  shall  be  by  the  President  transmitted 
to  Congress.  And  the  said  Commission  shall  furthermore  give  to  Confess,  or  either 
House  of  Congress,  such  information  as  may  at  any  time  be  required  either  by  act  of 
Congress  or  by  the  order  of  either  House  of  Con^^s.  The  President  shall  cause  to 
be  provided  and  assigned  for  the  use  of  the  Commission  such  offices  as  may.  with  the 
suitable  equipment  of  same,  be  necessary  and  proper,  in  his  discretion,  for  the  proper 
discharge  of  the  duties  thereof. 

Sbc.  8.  That  the  Secretary  of  the  Treasury  is  hereby  authorized  to  borrow  on  the 
credit  of  the  United  States  from  time  to  time,  as  the  proceeds  may  be  required  to  defray 
expenditures  authorized  by  this  act  (such  proceeds  when  received  to  be  used  only 
for  the  puipoee  of  meeting  such  expenditures),  the  sum  of  one  hundred  and  thirty 
million  doUais,  or  so  much  thereof  as  may  be  necessary,  and  to  prepare  and  i^sue 
therefor  coupon  or  registered  bonds  of  the  United  States  in  such  form  as  he  mav  pre- 
scribe, and  in  denominations  of  twenty  dollars  or  some  multiple  of  that  sum,  reaeem- 
able  in  gold  coin  at  the  pleasure  of  the  United  States  after  ten  jrears  from  the  date  of 
their  issue,  and  payable  tnirty  years  from  such  date,  and  bearing  interest  payable  quar- 
terly in  gold  coin  at  the  rate  of  two  per  centum  per  annum;  and  the  bonds  herein 
sathorized  shall  be  exempt  from  all  taxes  or  duties  of  the  United  States,  as  well  as  from 
taxation  in  any  form  by  or  under  State,  municipal,  or  local  authority:  Provided,  That 
said  bonds  may  be  disposed  of  by  the  Secretary  of  the  Treasury  at  not  less  than  par, 
under  such  regulations  aa  he  may  prescribe,  eiving  to  all  citizens  of  the  United  States 
an  equal  opportunity  to  subscribe  therefor,  out  no  commissions  shall  be  allowed  or 
paid  thereon;  and  a  sum  not  exceeding  one-tenth  of  one  per  centum  of  the  amount 
of  the  bonds  herein  authorized  is  hereby  appropriated,  out  of  an^  money  in  the 
Treasury  not  otherwise  appropriated,  to  pay  tne  expense  of  preparing,  advertising, 
and  issuing  the  same. 

Approv^  Jane  28,  1902. 

TREATY  WITH  THE  REPUBLIC  OP  PANAMA. 

The  treaty  between  the  United  States  and  the  Republic  of  Panama, 
under  whien  the  construction  of  the  Panama  Canal  has  been  made  pos- 
sible, was  signed  at  Washington  on  November  18,  1908,  wa8  ratified 
by  the  Republic  of  Panama  on  December  2, 1903,  and  by  the  United 
States  States  Senate  on  February  23,  1904,  and  is  as  follows: 

The  United  States  of  America  and  the  Republic  of  Panama  being  desirous  to  insure 
the  construction  of  a  ship  canal  across  the  isthmus  of  Panama  to  connect  the  Atlan- 
tic and  Pacific  oceans,  and  the  Congress  of  the  United  States  of  America  having 
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passed  an  act  approved  June  28,  1902,  in  furtherance  of  that  object,  by  whit-h  cih. 
t^resident  of  the  United  States  is  authorized  to  acquire  within  a  reasouable  time  the 
control  of  the  necessary  territory  ol  the  Republic  of  Colombia,  and  the  sovereignty 
of  such  territory  being  actually  vested  in  the  Republic  of  Panama,  the  high  con- 
tracting parties  nave  resolved  for  that  purpose  to  conclude  a  convention  and  have 
accordingly  appointed  as  their  plenipotentiaries, — 

The  President  of  the  United  States  of  America,  John  Hay,  Secretary  of  State, 
and 

The  Government  of  the  Republic  of  Panama,  Philippe  Bunau- Varilla,  envoy  extra- 
ordinary and  minister  plenipotentiary  of  the  Republic  of  Panama,  thereunto  spe- 
cially empowered  by  said  Government,  who  after  communicating  with  each  other 
their  respective  full  powers,  found  to  be  in  good  and  due  form,  have  agree'*  upon 
and  concluded  the  following  articles: 

Articlb  I. 

The  United  States  guarantees  and  will  maintain  the  independence  of  the  Republic 
of  Panama. 

Articlb  II. 

The  Republic  of  Panama  grants  to  the  United  States  in  perpetuity  the  use,  ooca- 
pation  and  control  of  a  zone  of  land  and  land  under  water  for  the  coniitruction, 
maintenance,  operation,  sanitation  and  protection  of  said  canal  of  the  width  of  ten 
miles  extending  to  the  distance  of  five  miles  on  each  side  of  the  center  line  of  the 
route  of  the  canal  to  be  constructed;  the  said  Zone  beginning  in  the  Caribbean  Sea 
three  marine  miles  from  mean  low- water  mark  and  extending  to  and  across  the 
Isthmus  of  Panama  into  the  Pacific  Ocean  to  a  distance  of  three  marine  miles  from 
mean  low-water  mark  with  the  proviso  that  the  cities  of  Panama  and  Colon  and  the 
harbors  adjacent  to  said  cities,  which  are  included  within  the  boundaries  of  the  Zone 
above  described,  shall  not  be  included  within  this  grant.  The  Republic  of  Panama 
further  grants  to  the  United  States  in  perpetuity  the  use,  occupation  and  control  of 
any  other  lands  and  waters  outside  of  tne  Zone  above  describea  which  may  be  nec- 
essary and  convenient  for  the  constmction,  maintenance,  operation,  sanitation  and 
protection  of  the  said  canal  or  of  an}[  auxiliary  canals  or  other  works  necessary  and 
convenient  for  the  construction,  maintenance,  operation,  sanitation  and  protection 
of  the  said  enterprise. 

The  Republic  of  Panama  further  grants  in  like  manner  to  the  United  States  in 
perpetuitv  all  islands  within  the  limits  of  the  Zone  above  described  and  in  addition 
thereto  the  group  of  small  islands  in  the  Bay  of  Pftnama,  named  Perioo,  Naos, 
Culebra  and  Flamenco. 

Abticlb  III. 

The  Republic  of  Panama  grants  to  the  United  States  all  the  rights,  power  and 
authority  witliin  the  Zone  mentioneil  and  described  in  Article  II  of  this  agreement 
and  witnin  the  limits  of  all  auxiliary  lands  and  waters  mentioned  and  described  in 
said  Article  II  which  the  United  States  would  possess  and  exercise  if  it  were  the 
Hovereign  of  tha  territory  within  which  said  lands  and  waters  are  located  to  the 
entire  exclusion  of  the  exercise  by  the  Republic  of  Panama  of  any  such  sovereign 
rights,  power  or  authority. 

Abticlb  IV. 

As  rights  subsidiary  to  the  above  grants  the  Republic  of  Panama  grants  in  perpetoity 
to  the  United  States  the  right  to  use  the  rivers,  streams  lakes  and  other  bodies  of 
water  within  its  limits  for  navigation,  the  supply  of  water  or  water  power  or  other 
purposes,  so  far  as  the  use  of  said  rivers,  streams,  lakes  and  bodies  of  water  and  the 
waters  thereof  may  be  necei<sary  and  convenient  for  the  construction,  maintenanoe, 
operation,  sanitation  and  protection  of  the  said  canal. 

Abticlb  V. 

The  Republic  of  Panama  grants  to  the  United  States  in  perpetuity  a  monopoly  for 
the  construction,  maintenance  and  operation  of  any  system  of  communication  by 
means  of  canal  or  railroad  across  its  territory  between  the  Caribbean  Sea  and  the 
Pacific  Ocean. 

Abticlb  VI. 

The  grants  herein  contained  shall  in  no  manner  invalidate  the  titles  or  rights  of 
private  landholders  or  owners  of  private  property  in  the  said  Zone  or  in  or  to  any 
of  the  lands  or  waters  granted  to  the  United  States  by  the  proviaooB  of  any  arCicie 
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of  this  treaty,  nor  eball  they  interfere  with  the  rights  of  way  over  the  pnblic  roads 
pasBing  through  the  said  Zone  or  over  any  of  the  said  lands  or  waters  unless  said 
righte  of  w&y  or  private  rights  shall  conflict  with  rights  herein  granted  to  the  United 
States  in  which  case  the  rights  of  the  United  States  shall  be  superior.  All  damages 
caused  to  the  owners  of  private  lands  or  private  property  of  any  kind  by  reason  of 
the  grants  contained  in  this  treaty  or  by  reason  of  the  operations  of  the  United  States, 
its  agents  or  employees,  or  by  reason  of  the  construction,  maintenance,  operation, 
sanitation  and  protection  of  the  said  canal  or  of  the  works  of  sanitation  and  pro- 
tection herein  provided  for,  shall  be  appraised  and  settled  by  a  joint  commission 
appointed-  by  the  Governments  of  the  United  States  and  the  Republic  of  Panama, 
whose  decisions  as  to  such  damages  shall  be  final  and  whose  awards  as  to  such 
damages  shall  be  paid  solely  by  the  United  States.  No  part  of  the  work  on  said 
canal  or  the  Panama  Railroad  or  on  any  auxiliary  works  relating  thereto  and  author- 
ized by  the  terms  of  this  treaty  shall  be  prevented,  delayed  or  impeded  by  or  pend- 
ing such  proceedings  to  ascertain  such  damages.  The  appraisal  of  said  private  lands 
and  private  propertv  and  the  assessment  of  damages  to  them  shall  be  based  upon 
their  value  before  tne  date  of  this  convention. 

Abticle  VII. 

The  Republic  of  Panama  grants  to  the  United  States  within  the  limits  of  the  cities 
of  Panama  and  Colon  and  their  adjacent  harbors  and  within  the  territory  adjacent 
thereto  the  rieht  to  acquire  by  purchase  or  by  the  exercise  of  the  right  of  eminent 
domain,  any  lands,  buildings,  water  rights  or  other  properties  necessary  and  con- 
Tenient  for  the  construction,  maintenance,  operation  and  protection  of  the  canal 
and  of  any  works  of  sanitation,  such  as  the  collection  and  disposition  of  sewage  and 
the  distribution  of  water  in  the  said  cities  of  Panama  and  Colon,  which,  in  the  dis- 
cretion of  the  United  States  may  be  necessary  and  convenient  for  the  construction, 
maintenance,  operation,  sanitation  and  protection  of  the  said  canal  and  railroad. 
All  such  works  of  sanitation,  collection  and  dispobition  of  sewage  and  distribution 
of  water  in  the  cities  of  Panama  and  Colon  shall  be  made  at  the  expense  of  the 
United  Statee,'and  the  Government  of  the  United  States,  its  agents  or  nominees  shall 
be  authorized  to  impose  and  collect  water  rates  and  sewerage  rates  which  shall  be 
sufficient  to  provide  for  the  pajrment  of  interest  and  the  amortization  of  the  princi- 
pal of  the  cost  of  said  works  within  a  period  of  fifty  years  and  upon  the  expiration 
of  said  term  of  fift]^  years  the  system  of  sewers  and  water  works  shall  revert  to  and 
become  the  properties  of  the  cities  of  Panama  and  Colon  respectively,  and  the  use  of 
the  water  shall  be  free  to  the  inhabitants  of  Panama  and  Colon,  except  to  the  extent 
that  water  rates  may  be  necessary  for  the  operation  and  maintenance  of  said  system 
of  sewers  and  water. 

The  Republic  of  Panama  agrees  that  the  cities  of  Panama  and  Colon  shall  comply 
in  perpetuity  with  the  sanitary  ordinances  whether  of  a  preventive  or  curative 
character,  prescribed  by  the  United  States  and  in  case  the  Government  of  Puiama  is 
nnable  or  fails^  in  its  duty  to  enforce  this  compliance  by  the  cities  of  Panama  and 
Colon  w^ith  the  sanitary  ordinances  of  the  United  States  the  Republic  of  Panama 
grants  to  the  United  States  the  right  and  authority  to  enforce  the  same. 

The  same  right  and  authority  are  granted  to  the  United  States  for  the  mainte- 
nance of  public  order  in  the  cities  of  Panama  and  Colon  and  the  territories  and  har- 
bors adjacent  thereto  in  case  the  Republic  of  Panama  should  not  be,  in  the  judg- 
ment of  the  United  States,  able  to  maintain  such  order. 

Abticls  VIII. 

The  Republic  of  Panama  grants  to  the  United  States  all  rights  which  it  now  has 
or  hereafter  may  acquire  to  the  property  of  the  New  Panama  Canal  Company  and 
the  Panama  Railrosud  Company  as  a  result  of  the  transfer  of  sovereignty  from  the 
Republic  of  Colombia  to  the  Republic  of  Panama  over  the  Isthmus  of  Panama  and 
aatnorises  the  New  Panama  Canal  Company  to  sell  and  transfer  to  the  United  States 
its  riffhts,  privileges,  properties  and  concessions  as  well  as  the  Panama  Railroad  and  all 
the  uiares  or  part  of  the  shares  of  that  company;  but  the  public  lands  situated  outside 
of  the  Zone  described  in  Article  II  of  this  treatv  now  included  in  the  concessions  to 
both  eaid  enterprises  and  not  required  in  the  construction  or  operation  of  the 
canal  shall  revert  to  the  Republic  of  Panama  except  any  property  now  owned  by  or 
in  the  poflBesaion  of  said  companies  within  Panama  or  Colon  or  the  ports  or  termi- 
nals tiiereol 

Abtigub  IX. 

The  United  States  agrees  that  the  ports  at  either  entrance  of  the  canal  and  the 
wmteiB  thereof,  and  the  Repoblic  of  Panama  agrees  that  the  towns  of  Panama  and 
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Colon  shall  be  free  for  all  time  so  that  there  shall  not  be  imposed  or  collected  custom- 
house tolls,  tonnage,  anchorage,  light-house,  wharf,  pilot^  or  quarantine  dues  or  any 
other  charges  or  taxes  of  any  kind  upon  imv  vessel  using  or  passing  through  the 
canal  or  belonging  to  or  employed  by  the  United  States,  directly  or  indire^y,  in 
connection  with  the  construction,  maintenance,  operation,  sanitation  and  protectioA 
of  the  main  canal,  or  auxiliary  works,  or  upon  the  cargo,  officers,  crew,  or  PUBen- 
gers  of  any  such  vessels,  except  such  tolls  and  charges  as  may  be  imposed  by  the  United 
States  for  the  use  of  the  canal  and  other  works,  and  except  tolls  and  charges  impoeed 
by  the  Republic  of  Panama  upon  merchandise  destined  to  be  introduced  for  the  con- 
sumption of  the  rest  of  the  Republic  of  Panama,  and  upon  vessels  touching  at  the 
ports  of  Colon  and  Panama  ana  which  do  not  cross  the  canal. 

The  Government  of  the  Republic  of  Panama  shall  have  the  right  to  establish  in 
such  ports  and  in  the  towns  of  Panama  and  Colon  such  houses  and  guards  as  it  may 
deem  necessary  to  collect  duties  on  importations  destined  to  other  portions  of 
Panama  and  to  prevent  contraband  trade.  The  United  States  shall  have  the  right  to 
make  use  of  the  towns  and  harbors  of  Panama  and  Colon  as  places  of  anchorage, 
and  for  making  repairs,  for  loading,  unloading,  depositing,  or  transshipping  caigoes 
either  in  transit  or  destined  for  the  service  of  the  canal  and  for  other  works  pertain- 
ing to  the  canal. 

Asricut  X. 

The  Republic  of  Panama  agrees  that  there  shall  not  be  imposed  any  taxes,  nationaL 
municipal,  deoartmental,  or  of  any  other  class,  upon  the  canal,  the  railways  and 
auxiliary  works,  tugs  and  other  vessels  employed  in  the  service  of  the  canal,  store- 
houses, workshops,  offices,  quarters  for  laborers,  factories  of  all  kinds,  warehouses, 
wharves,  machinery  and  other  works,  property,  and  effects  appertaining  to  the 
canal  or  railroad  and  auxiliary  works,  or  their  officers  or  employees,  situat^  within 
the  cities  of  Panama  and  Colon,  and  that  there  shall  not  be  imposed  contributions 
or  charges  of  a  personal  character  of  any  kind  upon  officers,  employees,  laboren,  and 
other  individuals  in  the  service  of  the  canal  ana  railroad  and  auxiliary  works. 

Abticlb  XI. 

The  United  States  agrees  that  the  official  dispatches  of  the  Government  of  the 
Republic  of  Panama  shall  be  transmitted  over  any  telegraph  and  telephone  lines 
established  for  canal  purposes  and  used  for  public  and  private  business  at  rates  not 
higher  than  those  requir&d  from  officials  in  the  service  of  the  United  States. 

Abticlb  XII. 

The  Government  of  the  Republic  of  Panama  shall  permit  the  immigration  and 
free  access  to  the  lands  and  workshops  of  the  canal  and  its  auxiliary  works  of  all 
employees  and  workmen  of  whatever  nationality  under  contract  to  work  upon  or 
seoking  employment  upon  or  in  any  wise  connected  with  the  said  canal  and  its  aux- 
ilijiry  works,  with  their  respective  families,  and  all  such  persons  shall  be  free  and 
exempt  from  the  military  service  of  the  Republic  of  Panama. 

Abticlb  XIII. 

The  United  States  may  import  at  any  time  into  the  said  Zone  and  auxiliary  lands, 
free  of  custom  duties,  imposts,  taxes,  or  Qther  charges,  and  without  any  restrictions, 
any  and  all  vessels,  dredges,  engines,  cars,  machinery,  tools,  explosives,  materials, 
supplies,  and  other  articles  necessary  and  convenient  in  the  construction,  main- 
tenance, operation,  sanitation  and  protection  of  the  canal  and  auxiliary  works,  and 
all  provisions,  medicines,  clothing,  supplies,  and  other  things  necessary  and  conven- 
ient for  the  officers,  employees,  workmen  and  laborers  in  the  service  and  emnloy  of 
the  United  States  and  for  their  families.  If  anv  such  articles  are  disposed  of  for  use 
outtiide  of  the  2k)ne  and  auxiliary  lands  granted  to  the  United  States  and  within  the 
territory  of  the  Republic,  they  shall  be  subject  to  the  same  import  or  other  doties  as 
like  articles  imported  under  the  laws  of  the  Republic  of  Pianama. 

Abticlb  XIV. 

As  the  price  of  compensation  for  the  rights,  powers  and  privileges  granted  in  this 
convention  by  the  Republic  of  Panama  to  the  United  States,  the  Government  of  the 
United  States  agrees  to  pav  to  the  Republic  of  Panama  the  sum  of  ten  million  dol- 
lars (110,000,000)  in  gold  coin  of  the  United  States  on  the  ezchaoge  of  the 
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tion  of  this  convention  and  also  an  annual  payment  dnring  the  life  of  thiB  convention 
of  two  hundred  and  fifty  thousand  dollars  ($250,000)  in  like  gold  coin,  beginning 
nine  years  after  the  date  aforesaid. 

The  provisions  of  this  article  shall  be  in  addition  to  all  other  benefits  assured  to 
the  Republic  of  Panama  under  this  convention. 

But  no  delay  or  difference  of  opinion  under  this  article  or  any  other  provisions  of 
this  treaty  shall  affect  or  interrupt  the  full  operation  and  effect  of  this  convention  in 
all  other  respects. 

Abticlb  XV. 

The  joint  commission  referred  to  in  Article  VI  shall  be  established  as  follows: 
The  President  of  the  United  States  shall  nominate  two  persons  and  the  President 
of  the  Republic  of  ^Panama  shall  nominate  two  persons  and  they  shall  proceed  to  a 
decision;  but  in  case  of  disagreement  of  the  commission  (by  reason  of  their  being 
equally  divided  in  conclusion)  an  umpire  shall  be  appointed  by  the  two  Govern- 
ments who  shall  render  the  decision.  In  the  event  of  the  death,  absence,  or  inca- 
pacitv  of  a  commissioner  or  umpire,  or  of  his  omitting,  declining  or  ceasing  to  act, 
nis  place  shall  be  filled  by  the  appointment  of  another  person  in  the  manner  above 
indicated.  All  decisions  by  a  majority  of  the  commission  or  by  the  umpire  shall 
be  final. 

Abticlb  XVI. 

The  two  Governments  shall  make  adequate  provision  by  future  agreement  for  the 
porsnit  capture,  imprisonment,  detention  and  delivery  within  said  Zone  and  auxil- 
iary lands  to  the  authorities  of  the  Republic  of  Panama  of  persons  charged  with  the 
commitment  of  crimes,  felonies  or  misaemeanors  without  said  Zone  and  for  th  epur- 
suit,  capture,  imprisonment,  detention  and  delivery  without  said  Zone  to  the  authori- 
ties of  the  United  States  of  pNersons  chaived  with  the  commitment  of  crimes,  felonies 
and misdemeanorB  within  said  Zone anaauxiliary  lands. 

Abticlb  XVII. 

The  Republic  of  Panama  grants  to  the  United  States  the  use  of  all  the  ports  of  the 
Republic  open  to  commerce  as  places  of  refuge  for  any  vessels  employed  mthe  canal 
enterprise,  and  for  all  vessels  passing  or  bound  to  pass  through  the  canal  which  may 
be  in  distress  and  be  driven  to  seek  refuge  in  said  ports.  Such  vessels  shall  be  exempt 
from  anchorage  and  tonnage  dues  on  the  part  of  the  Republic  of  Panama. 

AancLE  XVIII. 

The  canal,  when  constructed,  and  the  entrances  thereto  shall  be  neutral  in  per- 
petuity, and  shall  be  opened  upon  the  terms  provided  for  by  section  1  of  article  three 
of,  and  in  conformity  with  all  the  stipulations  of,  the  treaty  entered  into  by  the 
GovemmentB  of  the  United  States  and  Great  Britain  on  November  18,  1901. 

Abticlb  XIX. 

The  Government  of  the  Republic  of  Panama  shall  have  the  right  to  transport  over 
the  canal  its  vessels  and  its  troops  and  munitions  of  war  in  suth  vessels  at  all  times 
without  paying  charges  of  any  kind.  The  exemption  is  to  be  extended  to  the  aux- 
iliary railway  for  the  transportation  of  persons  in  the  service  of  the  Republic  of 
Panama,  or  of  the  police  force  charged  with  the  preservation  of  public  order  outside 
of  said  Zone,  as  well  as  to  their  ba^[age,  munitions  of  war  and  supplies. 

Abticlb  XX. 

If  by  virtue  of  any  existin(|[  treaty  in  relation  to  the  territory  of  the  Isthmus  of 
Pluiama,  whereof  the  obligations  shall  descend  or  be  assumed  by  the  Republic  of 
Panama,  there  may  be  any  privilege  or  concession  in  favor  of  the  Government  or  the 
dtijGens  or  subjects  of  a  thinl  power  relative  to  an  interoceanic  means  of  communica- 
tion which  in  any  of  its  terms  may  be  incompatible  with  the  terms  of  the  present 
convention,  the  Republic  of  Panama  agrees  to  cancel  or  modify  such  treaty  in  due 
form,  for  which  puipoee  it  shall  give  to  the  said  third  power  the  requisite  notification 
within  the  term  of  four  months  From  the  date  of  the  present  convention,  and  in  case 
the  existing  treaty  contains  no  clause  permitting  its  modifications  or  annulment,  the 
Bepablic  of  Panama  agrees  to  procure  its  modification  or  annulment  in  such  form 
that  there  Bhall  not  ezut  any  conflict  with  the  stipulationa  of  the  present  convention. 
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Abticlb  XXL 

The  rights  and  privileges  granted  by  the  Republic  of  Panama  to  the  United  Ststot 
in  the  preceding  articles  are  understood  to  be  free  of  all  anterior  debts,  liens,  traste, 
pr  liabuities,  or  concessions  or  privileges  to  other  governments,  corporations,  syndi- 
cates or  individuals,  and,  consequently,  if  there  should  arise  any  claims  on  account  of 
the  present  concessions  and  privileges  or  otherwise,  the  claimants  shall  resort  to  the 
Government  of  the  Bepublic  of  Panama  and  not  to  the  United  States  for  any  indem- 
nity or  compromise  which  may  be  required. 

Abticle  XXIL 

The  Republic  of  Panama  renounces  and  grants  to  the  United  States  the  participa- 
tion to  which  it  might  be  entitled  in  the  future  earnings  of  the  canal  under  Artide 
XV  of  the  concessionary  contract  with  Lucien  N.  B.  Wyee,  now  owned  by  the  New 
Panama  Canal  Company  and  any  and  all  other  rights  or  claims  of  a  pecuniary  nature 
arising  under  or  relating  to  said  concession,  or  arising  under  or  relating  to  the  oonces- 
rions  to  the  Panama  Reiilroad  Company  or  any  extension  or  modification  thereof; 
and  it  likewise  renounces,  confirms  ana  grants  to  the  United  States,  now  and  here- 
after, all  the  rights  and  property  reserved  in  the  said  concessions  which  otherwise 
would  belong  to  Panama  at  or  before  the  expiration  of  the  terms  of  ninety-nine  yean 
of  the  concessions  granted  to  or  held  by  the  above-mentioned  party  and  companies, 
and  all  right,  title  and  interest  which  it  now  has  or  may  her^ter  have,  in  and  to 
the  lands,  canal,  works,  property  and  rights  held  by  the  said  companies  under  said 
concessions  or  otherwise,  and  acquired  or  to  be  acquired  by  the  United  States  from 
or  through  the  New  Panama  Canal  Company,  including  any  property  and  rights 
which  might  or  may  in  the  future  either  by  lapse  of  time,  forfeiture  or  otherwiscL 
revert  to  the  Republic  of  Panama  under  any  contracts  or  concessions,  with  saia 
Wyse,  the  Universal  Panama  Canal  Company,  the  Panama  Railroad  Company  and 
the  New  Panama  Canal  Company. 

The  aforesaid  rights  and  property  shall  be  and  are  free  and  released  from  any 

S resent  or  reversionary  interest  in  or  claims  of  Panama  and  the  title  of  the  Unitea 
tates  thereto  upon  consummation  of  the  contemplated  purchase  by  the  United  States 
from  th^  New  Panama  Canal  Company,  shall  be  absolute,  so  far  as  concerns  the 
Republic  of  Panama,  excepting  always  the  rights  of  the  Republic  specifically  eecored 
under  this  treaty. 

Abticlb  XXIII. 

If  it  should  become  necessary  at  any  time  to  employ  armed  forces  for  the  safety  or 
protection  of  the  canal,  or  of  the  ships  that  make  use  of  the  same,  or  the  railways 
and  auxiliary  works,  the  United  States  shall  have  the  right,  at  all  times  and  in  its 
discretion,  to  use  its  police  and  its  land  and  naval  forces  or  to  establish  fortifications 
for  these  purposes. 

Akhcle  XXIV. 

No  change  either  in  the  government  or  in  the  laws  and  treaties  of  the  Republic  of 
Panama  shall,  without  the  consent  of  the  United  States,  affect  any  ri^ht  of  the  United 
States  under  the  present  convention,  or  under  any  treatv  stipulation  between  the 
two  countries  that  now  exists  or  may  hereafter  exist  touching  the  subject-matter  of 
this  convention. 

If  the  Republic  of  Panama  shall  hereafter  enter  as  a  constituent  into  any  other 
Gk>vemment  or  into  any  union  or  confederation  of  states,  so  as  to  meiye  her  sover- 
eignty or  independence  in  such  government,  union  or  confederation,  the  rights  of 
the  United  States  under  this  convention  shall  not  be  in  any  respect  ieflsened  or 
impaired. 

Abticlb  XXV. 

For  the  better  performance  of  the  engagements  of  this  convention  and  to  the  end 
of  the  efficient  protection  of  the  canal  and  the  preservation  of  its  neutrality,  the 
Government  of  the  Republic  of  Panama  will  sell  or  lease  to  the  United  States  lands 
adequate  and  necessary  for  naval  or  coaling  stations  on  the  Pacific  coast  and  on  the 
western  Caribbean  coast  of  the  Republic  at  certain  points  to  be  agreed  upon  with  the 
President  of  the  United  States. 

Abticlb  XXVL 

This  convention,  when  signed  by  the  plenipotentiaries  of  the  oontractinff  parties 
shall  be  ratified  by  the  respective  Governments  and  the  ratifications  shaO  be  ex- 
dumged  at  Washington  at  the  earliest  date  possible. 
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THS  I4AW  ESTABUSHINQ  A  GOVEUNMENT  FOB  THE  CANAL  ZONE. 

Provision  for  the  government  of  the  Canal  25one  on  the  Isthmus  of 
Panama  was  made  by  the  act  of  Congress  approved  April  28,  1904| 
which  act  is  as  follows: 

Be  U  enacted  by  the  Senate  and  House  of  Repreneniatives  of  the  United  States  of  America 
in  Congress  assembled.  That  the  President  is  hereby  authorized,  upon  the  acquisition 
of  the  property  of  the  New  Panama  Canal  Com  pan  v  and  the  payment  to  the 
Republic  of  Panama  of  the  ten  millions  of  dollars  provided  by  article  fourteen  of  the 
treaty  between  the  United  States  and  the  Republic  of  Panama,  tlie  ratifications  of 
which  were  exchanged  on  the  twenty-sixth  day  of  February,  nineteen  hundred  and 
four,  to  be  paid  to  the  latter  Government,  to  take  possession  of  and  occupy  on  behalf 
of  the  United  States  the  zone  of  land  and  land  unaer  water  of  the  width  of  ten  miles, 
extending  to  the  distance  of  five  miles  on  each  side  of  the  center  line  of  the  route  of 
the  canal  to  be  constructed  thereon,  which  said  zone  Ix^ns  in  the  Caribl)ean  Sea 
three  marine  miles  from  mean  low- water  mark  and  exten(&  to  and  across  the  Isthmus 
of  Panama  into  the  Pacific  Ocean  to  the  distance  of  three  marine  miles  from  mean 
low- water  mark,  and  also  of  all  islands  within  said  zone,  and  in  addition  thereto  the 
group  of  islands  in  the  Bay  of  Panama  named  Perioo,  Naop,  Culehra,  and  Flamenco, 
and,  from  time  to  time,  of  any  lands  and  waters  outside  of  said  zone  which  may  be 
necessary  and  convenient  for  the  construction,  maintenance,  operation,  sanitation, 
and  protection  of  the  said  canal,  or  of  any  auxiliary  canals  or  other  works  necessary 
and  convenient  for  the  construction,  maintenance,  operation,  sanitation,  and  protec- 
tion of  said  enterprise,  the  use,  occupation,  and  control  whereof  were  granted  to  the 
United  States  by  article  two  of  said  treaty*  The  said  zone  is  hereinafter  referred  to 
as  "  the  Canal  &>ne."  The  payment  of  the  ten  millions  of  dollars  provided  by  arti- 
cle fourteen  of  said  treaty  shall  be  made  in  lieu  of  the  indefinite  appropriation  made 
in  the  third  section  of  the  act  of  June  twenty-eighth,  nineteen  hundred  and  two,  and 
18  hereby  appropriated  for  said  purpose. 

Bbc.  2.  That  until  the  expiration  of  the  Fifty-eighth  Congress,  unless  provision  for 
the  temporary  government  of  the  Canal  Zone  be  sooner  made  by  Con^i^ress,  aJl  the 
military,  civil,  and  judicial  powers  as  well  as  the  power  to  make  all  rules  and  regu- 
lations necessary  lor  the  government  of  the  Canal  Zone  and  all  the  rights,  powers, 
and  authority  granted  by  the  terms  of  said  treaty  to  the  United  States  shall  be  vested 
in  such  person  or  persons  and  shall  be  exercised  in  such  manner  as  the  President 
shall  direct  for  the  government  of  said  zone  and  maintaining  and  protecting  the 
inhabitants  thereof  in  the  free  enjoyment  of  their  liberty,  property,  and  religion* 

INSTRUCTIONS  FROM  THE  PRESIDENT. 

On  May  9, 1904,  the  President  issued  instructions  to  the  Commis- 
sion, tlirough  the  Secretary  of  War,  as  authorized  by  the  act  above 
2 noted,  placing  the  Commission  in  charge  of  the  government  of  the 
Sanal  Zone,  giving  it  the  power  to  legislate,  and  appointing  Maj.  Gen. 
George  W.  Davis,  a  member  of  the  Commission,  governor  of  the 
OanalZone.  The  rresident^s  letter  of  instructions  to  the  Secretary  of 
War  is  as  follows: 

White  House, 
Washington,  2>.  C,  May  9,  1904. 

Sib:  By  the  act  of  Congress  approved  Jnne  28, 1902,  the  President  of  the  United 
States  is  authorized  to  acquire  for,  and  on  behalf  of,  the  United  States  all  the  rights, 
privileges,  franchises,  concessions,  grants  of  lands,  rights  of  way,  unfinished  woik, 
plants,  shares  of  the  capital  stock  of  the  Panama  Railway,  owned  by  or  held  for  the 
nse  of  the  New  FEinama  Canal  Company,  and  any  other  property,  real,  personal,  and 
mixed  of  any  name  or  nature  owned  by  the  said  New  Panama  Canal  Company 
flitiiated  on  the  Isthmus  of  Panama.  The  President  is  by  the  same  act  also  author- 
ized to  acanize  for,  and  on  behalf  of,  the  United  States  per{>etual  control  of  a  strip  of 
land  on  Uie  Isthmus  of  Panama,  not  less  than  6  miles  in  width,  extending  from 
the  Caribbean  Sea  to  the  Pacific  Ocean,  and  the  right  to  excavate,  construct,  and 
maintain  perpetually,  operate  and  protect  thereon,  a  ship  canal  of  certain  specified 
ci^Mdty  and  also  the  right  to  perpetually  operate  the  Panama  Railroad.  Having 
•oquired  snch  rights,  franchises,  property,  and  control,  the  President  is  by  the  pame 
ael  required  to  excavate^  oonstructy  ana  complete  a  ship  carai  from  the  Caribbean 
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Sea  to  the  Pacific  Ocean,  and  to  enable  him  to  carry  forward  and  complete  this  wotk^ 
he  is  authorized  to  appoint,  by  and  with  the  consent  of  the  Senate,  an  Isthuiiajn 
Canal  Commission  of  seven  members,  who  are  to  be  in  all  mattera  subject  to  hn 
direc^tion  and  control. 

By  the  terms  of  the  canal  convention  between  the  United  States  and  the  Republic 
of  Panama,  entered  into  in  pursuance  of  the  said  act  of  Congress  approved  June  28, 
1902,  the  ratifications  of  which  were  exchanged  on  the  26th  day  of  February,  1004, 
the  Republic  of  Panama  granted  to  the  United  States: 

First.  The  perpetual  use,  occupation,  and  control  of  a  certain  zone  of  land,  land 
under  water  including  islands  within  said  zone,  at  the  Isthmus  of  Panama,  all  to  be 
utilized  in  the  construction,  maintenance,  and  0]>e ration,  sanitation  and  protection 
of  the  ship  canal,  of  the  width  of  10  miles  extending  to  the  distance  of  o  miles  on 
each  side  of  the  central  line  of  the  route  of  the  canal,  and  the  use,  occupation,  and 
control  of  other  lands  and  waters  outside  of  the  zone  above  described  which  may 
be  necessary  and  convenient  for  the  construction,  maintenance,  operation,  sanita- 
tion, and  protection  of  said  canal  or  of  any  auxiliary  canals  or  other  works  nece&s^ary 
and  convenient  for  the  same  purpose;  also  the  islands  of  Perico,  Naos,  Culebra,  and 
Flemenco,  situated  in  the  Bay  of  Panama,  and 

Second.  All  the  rights,  powers,  and  authority  within  the  zone,  auxilianr  lands 
and  lands  under  water,  which  the  United  States  would  possess  and  exercise  ii  it  were 
the  sovereign  of  the  territory  granted,  to  the  entire  exclusion  of  the  exerdse  by  the 
Republic  of  Panama  of  any  such  sovereign  rights,  power,  and  authority. 

By  the  act  of  Congress  approved  April  28,  1904,  the  President  is  authorized,  upon 
acquisition  of  the  property  of  the  New  Panama  Canal  Company,  and  the  pa3rment  to 
the  Republic  of  Panama  of  the  price  for  compensation  agreed  upon  in  the  said  Canal 
Convention,  to  take  possession  of,  and  occupy  on  behalf  of  the  United  States,  the  zone 
of  land,  and  land  under  water,  including  islands  within  said  zone  at  the  Isthmus 
of  Panama  of  the  width  of  10  miles  extending  to  the  distance  of  5  miles  on  each 
side  of  the  central  line  of  the  route  of  the  canal  to  be  constructed  thereon,  including 
the  islands  of  Perico,  Naos,  Culebra,  and  Flamenco,  and  from  time  to  time  as  may 
be  necessary  and  convenient  certain  auxiliary  lands  and  waters  outside  the  said  zone 
for  the  purpose  of  constructing,  maintaining,  operating,  sanitating,  and  protectine 
the  ship  canal,  the  use,  occupation,  and  control  whereof  were  granted  to  the  United 
States  by  the  Republic  of  Panama  in  the  said  Canal  Convention. 

Bv  the  same  act,  the  President  is  authorized,  for  the  purpose  of  providing  tempo- 
rarily for  the  maintenance  of  order  in  the  Canal  Zone  and  for  maintaining  and  pro- 
tecting the  inhabitants  thereof  in  the  free  enjoyment  of  their  liberty,  property,  and 
religion,  to  delegate  to  such  person  or  persons  as  he  may  designate  and  to  control 
the  manner  of  their  exercise,  all  the  military,  civil  and  judicial  powers  as  well  aa 
the  power  to  make  all  needful  rules  and  regulations  for  the  government  of  the  Oanal 
Zone  and  all  the  rights,  powers  and  authority  granted  by  the  said  Canal  Convention 
to  the  United  Stat^,  until  the  close  of  the  Fifty-eighth  Conp:res8. 

Pavments  of  the  authorized  purchase  price  of  $40,000,000  to  the  New  Panamm 
Canal  Company  for  the  property  of  that  corporation  on  the  Isthmus,  including  the 
shares  of  railway  stock,  and  for  the  records  in  Paris,  and  of  the  sum  of  110,000,000, 
as  stipulated  in  the  Canal  Convention,  to  the  Republic  of  Panama  for  the  righta, 
powers  and  privileges  granted  to  the  United  States  oy  the  terms  of  the  said  oonven* 
tion,  have  been  made  and  proper  instruments  of  transfer  have  been  execated  by  the 
Panama  Canal  Company.  The  members  of  the  Isthmian  Canal  Commiflsion  have 
been  appointed.  Tney  have  organized  the  Commission  and  entered  upon  their 
duties.  I  have  taken  possession  of  and  now  occupy,  on  behalf  of  the  United  States, 
the  Canal  Zone  and  public  land  ceded  by  the  Republic  of  Panama. 

It  becomes  my  dutv,  under  the  statutes  above  referred  to,  to  secure  the  active  prose- 
cution of  the  work  oi  construction  of  the  canal  and  its  auxiliary  works,  throosh  the 
Isthmian  Canal  Commission,  and  in  connection  with  such  work  and  in  aid  thereof 
to  organize  and  conduct  a  temporary  government  of  the  Zone,  so  as  to  maintain  and 
protect  the  inhabitants  thereof  in  the  free  enjoyment  of  their  liberty,  property,  and 
religion. 

Inasmuch  as  it  is  impracticable  for  the  President,  with  his  other  pnblic  duties^  to 
give  to  the  work  of  supervising  the  Commission's  construction  of  the  canal  and 
government  of  the  Zone  the  personal  attention  which  seems  proper  and  neceseary, 
and  inasmuch  as  the  War  Department  in  the  Department  which  nas  always  sapcx*- 
vised  the  construction  of  the  great  civil  works  for  improvinjg  the  rivers  and  naiw 
bors  of  the  country  and  the  extended  military  works  oi  public  defense,  and  aa  the 
said  Department  nas  from  time  to  time  been  charged  with  the  supervision  of  the 
government  of  all  the  island  po5«9Ps»ions  of  the  United  States,  and  continnes  to  soper- 
vise  the  government  of  the  Philippine  Islands,  I  direct  that  all  the  woik  of  tbe 
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Com  mission  done  by  virtae  of  powers  vested  in  me  by  the  act  of  Congress  appro  ve<l 
June  ^,  1902,  in  the  digging,  construction,  and  completion  of  the  canal,  and  all  the 
governmental  power  in  and  over  said  Canal  Zone  and  its  appurtenant  territory, 
whic^  by  virtue  of  theact  of  Congress  approved  April  28, 1904,  and  the.«e  instrnctionp, 
shall  be  vested  in  said  Isthmian  Uanal  Commission,  shall  be  carried  on  or  exercised 
under  your  supervision  and  direction  as  Secretary  of  War. 

Subject  to  the  limitations  of  law  and  the  conditions  herein  contained,  the  Isthmian 
Canal  Commission  are  authorized  and  directed: 

( 1. )  To  make  all  needful  rules  and  regulations  for  the  ^vernment  of  the  Zone  and 
for  the  correct  administration  of  the  military,  civil,  and  judicial  affairs  of  its  posses- 
sions until  the  close  of  the  Fift^r-eighth  Congress. 

(2. )  To  establish  a  civil  service  for  the  government  of  the  strip  and  construction 
of  the  canal,  appointments  to  which  shall  be  secured  as  nearly  as  practicable  by  a 
merit  system. 

(3.)  To  make  or  cause  to  be  made  all  needful  surve}rs,  borings,  designs,  plans,  and 
Bpecincations  of  the  engineering,  hydraulic,  and  sanitary  works  required  and  to 
supervise  the  execution  of  the  same. 

(4. )  To  make  and  cause  to  be  executed  after  due  advertisement  all  necessary  con- 
tracts for  any  and  all  kinds  of  engineering  and  construction  works. 

(6.)  To  acquire  by  purchase  or  through  proper  and  uniform  expropriation  pro- 
oeedingB,  to  be  prescribed  by  the  Commission,  any  private  lands  or  other  real  property 
whoee  ownership  by  the  United  States  is  essential  to  the  excavation  and  comptetion 
of  thecanaL 

(6. )  To  make  all  needful  rules  and  regulations  respecting  an  economical  and  correct 
disbarsement  and  an  accounting  for  all  funds  that  may  be  appropriated  by  Congress 
for  the  oonstruction  of  the  canal,  its  auxiliary  works,  and  the  government  of  the  Canal 
Zone;  and  also  to  establish  a  proper  and  comprehensive  system  of  bookkeeping, 
showing  the  stote  of  the  work,  the  expenditures  by  classes,  and  the  amonnts  still 
available. 

(7.)  To  make  requisition  on  the  Secretary  of  War  for  funds  needed  from  time  to 
time  m  the  proper  prosecution  of  the  work  and  to  designate  the  disbursing  officers 
authorized  to  receipt  for  the  same. 

The  inhabitants  of  the  Isthmian  Canal  Zone  are  entitled  to  security  in  their  per- 
sons, propertv,  and  religion,  and  in  all  their  private  rights  and  relations.  They 
shoula  be  so  informed  by  public  announcement.  The  people  should  be  disturbed  as 
little  as  possible  in  their  customs  and  avocations  that  are  in  harmony  with  principles 
of  well  ordered  and  decent  living;. 

The  municipal  laws  of  the  Canal  Zone  are  to  be  administered  by  the  ordinary  tri- 
bunals snbstantiallv  as  they  were  before  the  change.  Police  ma^strates  and  justices 
of  the  peace  and  otber  officers  discharging  duties  usually  devolving  upon  these  offi- 
cers of  the  law  will  be  continued  in  office  if  they  are  suitable  persons.  The  governor 
of  the  Zone,  subject  to  approval  of  the  Commission,  is  authorized  to  appoint  tempor- 
arily a  judge  for  the  Canal  Zone,  who  shall  have  the  authority  equivalent  to  that 
usually  exercised  in  Latin  countries  by  a  judge  of  a  court  of  first  instance,  but  the 
Isthmian  C^al  Commission  shall  fix  his  salary  and  may  legislate  respecting  his 
powers  and  authority,  increasing  or  diminishing  them  in  their  discretion,  and  also 
making  provision  for  additional  or  appellate  judges,  should  the  public  interest  require. 

The  laws  of  the  land,  with  which  the  inhabitants  are  familiar,  and  which  were  in 
force  on  February  26,  1904,  will  continue  in  force  in  the  Canal  Zone  and  in  other 
places  on  the  Isthmus  over  which  the  United  States  has  jurisdiction  until  altered  or 
annnUed  bv  the  said  Commission,  but  there  are  certain  great  principles  of  govern- 
ment whicb  have  been  made  the  ba.«is  of  an  existence  as  a  nation  which  we  deem 
essential  to  the  rule  of  law  and  the  maintenance  of  order,  and  which  shall  have  force 
in  said  Zone.    The  principles  referred  to  may  be  generally  stated  as  follows: 

That  no  person  shall  be  deprived  of  life,  liberty,  or  property  without  due  process 
of  law;  that  private  property  shall  not  be  taken  for  puolic  use  without  just  compen- 
sation; that  m  all  criminal  prosecutions  the  accused  shall  enioy  the  ri'zht  of  a  speedy 
and  public  trial,  to  be  informed  of  the  nature  and  cause  of  the  accuFation,  to  be  con- 
fronted with  the  witnesses  against  him,  to  have  compulsory  process  for  obtaining 
witnesses  in  his  favor,  and  U)  have  the  assistance  of  counsel  for  his  defense;  that 
excessive  bail  shall  not  be  required  nor  excessive  fines  imposed,  nor  cruel  or  unusual 
punishment  inflicted;  that  no  person  shall  be  put  twice  in  jeopardy  for  the  same 
offense,  or  be  compelled  in  any  criminal  case  to  be  a  witness  against  himself;  that 
the  right  to  be  secure  against  unreasonable  searches  and  seizures  shall  not  be  vio- 
lated; that  neither  slavery  nor  involuntary  servitude  shall  exist  except  as  a  punish- 
ment for  crime;  that  no  bill  of  attainder  or  ex  post  facto  law  shall  be  passed;  that 
no  kw  shall  be  passed  abridging  the  freedom  of  speech  or  of  the  press,  or  of  the 
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rightB  of  the  people  to  peaceably  aBsemble  and  petition  the  government  for  a  redrasB 
of  grievances;  that  no  taw  shall  be  made  respecting  the  establishment  of  religion  or 
pronibiting  the  free  exercise  thereof:  Provided^  however ^  That  the  Commission  shall 
nave  power  to  exclude  from  time  to  time  from  theCaiiaT  Zone  and  other  places  on 
the  Isthmus,  over  which  the  United  States  has  jurisdiction,  persons  of  the  lollowing 
class  who  were  not  actually  domiciled  within  the  2iOne  on  the  26th  day  of  February, 
1904,  viz:  idiots,  the  insane,  epileptics,  paupers,  criminals,  professional  beggars, 
persons  afflicted  with  loathsome  or  dangerous  contagious  diseases;  those  who  nave 
been  convicted  of  felony,  anarchists,  those  whose  purpose  it  is  to  incite  insurrection 
and  others  whose  presence  it  is  believed  by  the  Commission  would  tend  to  create 
I>ublic  disorder,  endanger  the  public  health,  or  in  any  manner  impede  the  prosecu- 
tion of  the  work  of  opening  the  canal;  and  may  cause  any  and  all  such  newly  arrived 
persons  or  those  alien  to  the  Zone  to  be  expelled  and  deported  from  the  territory 
controlled  by  the  United  States,  and  the  Commission  may  defray  from  the  cansd 
appropriation  the  cost  of  such  deportation  as  necessary  expenses  of  the  sanitation, 
the  police  protection  of  the  canal  route,  and  the  preservation  of  good  order  among 
the  mhabitants. 

The  Commission  may  legislate  on  all  rightful  subjects  of  legislation  not  inconsist* 
ent  with  the  laws  and  treaties  of  the  United  States  so  far  as  they  apply  to  said  Zone 
and  other  places,  and  the  said  power  shall  include  the  enactment  of  the  sanitary 
ordinances  of  a  preventive  or  curative  character  to  be  enforced  in  the  cities  of  Colon 
and  Panama  and  which  are  contemplated  and  authorized  by  article  7  of  said  canal 
convention.  Such  legislative  power  shall  also  include  the  power  to  raise  and  appro- 
priate revenues  in  said  Zone;  and  all  taxes,  judicial  fines,  customs  duties  and  other 
revenues  levied  and  collected  in  said  2iOne  by  or  under  the  authority  of  said  Ck)m- 
mission  shall  be  retained,  accounted  for,  and  disbursed  by  said  Commission  for  its  proper 
purposes.  The  members  of  said  Commission  to  the  number  of  four  or  more  shaJl 
constitute  a  legislative  quorum,  and  all  rules  and  regulations  passed  and  enacted  by 
said  Commission  shall  have  set  forth  as  a  captain  that  they  are  enacted  by  the  Isth- 
mian Canal  Commission  ''by  authority  of  the  President  of  the  United  States." 

The  Commission  shall  hold  its  regular  quarterly  meetings  at  the  office  of  the  Com- 
mission either  in  Panama  or  at  a  branch  office  in  Washington,  and  special  meetings 
may  be  held  at  the  pleasure  of  the  Commission. 

All  laws,  rules,  and  regulations  of  a  governmental  character  enacted  by  the  Com- 
mission hereunder  shall  be  submitted  to  you  for  your  approval,  and  should  y>ur 
approval  be  withheld  from  any  such  law,  rule,  or  regulation,  then  from  that  time  the 
law,  rule,  or  regulation  shall  thereafter  have  no  force  or  effect. 

Maj.  Gen.  George  W.  Davis,  U.  S.  Armv  (retired),  a  member  of  the  Canal  Com- 
mission, is  herely  appointed  governor  of  the  Isthmian  Canal  Zone.  He  will  proceed 
at  once  to  the  Isthmus  of  Panama.  He  will  in  my  name,  as  the  chief  executive  in 
the  Cimal  Zone,  for  and  on  behalf  of  the  United  States,  see  that  the  laws  are  faith- 
fully executed  and  will  maintain  possession  of  said  territory,  including  the  public 
lanas  therein  and  the  property  real  and  movable  on  the  Isthmus  of  Panama,  except 
that  of  the  Panama  Railroad,  that  has  recently  been  acquired  from  the  Republic  of 
Panama.  He  is  hereby  vested  with  the  power  to  grant  reprieves  and  pardons  for 
offenses  against  the  rules,  regulations,  and  laws  in  force  by  virtue  of  action  of  the 
Commission  or  by  virtue  of  the  clause  hereof  continuing  in  force  the  laws  of  l^nama. 
In  case  of  his  disability  or  absence  from  the  Canal  Zone  at  any  time,  the  Isthmian 
Canal  Commission  is  empowered  to  designate  the  person  or  persons  to  act  as  ^ver- 
nor  during  such  absence  or  disability.  £xcept  as  herein  prescribed  the  duties  of 
the  governor  shall  be  fixed  by  legislation  of  the  Canal  Commission. 

For  the  preservation  of  order  and  protecting  the  property  of  the  United  States, 
within  or  without  said  Zone  as  provided  by  article  7  of  the  canal  convention,  an 
adequate  police  force  shall  be  maintained.  If  at  any  time  there  shall  arise  necessity 
for  military  or  naval  assistance  the  governor  shall,  if  possible,  promptly  notify  you, 
and  in  the  event  of  a  sudden  exigency  the  governor  may  call  upon  any  available 
military  or  naval  force  of  the  United  States  to  render  assistance,  and  the  same  shall 
be  immediately  furnished. 

It  is  a  matter  of  first  importance  that  the  most  approved  and  effective  methods 
•nd  measures  known  to  sanitary  science  be  adopted  in  order  that  the  health  condi- 
tions on  the  Isthmus  may  be  improved.  It  is  the  belief  of  those  who  have  noted  the 
successful  results  secured  by  our  army  in  Cuba  in  the  obliteration  of  yellow  fever  in 
that  island  that  it  is  entirely  fea^sible  to  banish  the  diseases  that  Kave  heretofore 
caused  most  mortality  on  the  Isthmus,  or  at  least  to  improve  as  greatlv  the  health 
conditions  there  as  in  Cuba  and  Porto  Rico.  I  desire  that  every  possible  effort  be 
made  to  protect  our  officers  and  workmen  from  the  dangers  of  tropical  and  other  dia> 
eaaeSi  which  in  the  past  have  been  so  prevalent  and  destructive  in  Panama. 
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Bear-Admiral  John  G.  Walker,  U.  8.  Navy  (retired),  and  Col.  Frank  J.  Hecker, 
membeiB  of  the  Isthmian  Canal  Commission,  are  hereby  designated  as  members  of 
the  joint  commission  provided  for  bv  articles  6  and  15  of  the  canal  convention.  The 
moiety  of  the  neoessary  expenses  of  the  Commission  to  be  created  in  pursuauct?  of 
articles  6  and  15  of  the  above-cited  canal  convention  will  be  defrayed  from  the  appro- 
priation applicable  to  the  ship  canal  to  connect  the  waters  of  the  Atlantic  and  Pacific 
oceans. 

The  Isthmian  Canal  Commission  will  prepare  for  Congress  and  place  in  3rour  hands 
on  or  before  December  1  of  each  year  a  lull  and  complete  report  of  all  their  acts  and 
of  the  operations  conducted  by  them  in  respect  to  the  canal  constraction  and  the 
government  of  the  Canal  Zone.  These  reports  will  contain  a  detailed  account  of  all 
mone3r8  received  and  disbursed  in  the  performance  of  their  duties  and  of  the  progress 
made  in  the  construction  of  the  canal. 

The  necessary  expenses  incurred  by  the  Commission  in  carrying  on  the  govern- 
ment of  the  Canal  2Sone  will  be  defrayed  from  the  local  revenues  so  far  as  the  said 
revenues  may  be  sufficient  and  the  remainder  will  be  met  from  the  appropriation 
made  by  the  fifth  section  of  the  act  of  Congress  approved  June  28,  1902.  An  esti- 
mate of  the  proposed  expenditures  and  revenues  for  each  year  in  carrving  on  the 
government  of  the  Zone  will  be  submitted  to  Congress  at  the  beginning  of  each 
annual  session. 

By  virtue  of  the  ownership  by  the  United  States  of  about  sixty-nine  seventieths  of 
the  shares  of  the  capital  stock  of  the  Panama  Bailroad  the  general  policy  of  the 
managers  of  said  roaa  will  be  controlled  by  the  United  States.  As  soon  as  practica- 
ble I  desire  that  all  the  members  of  the  Isthmian  Cant;:  Commission  be  elected  to  the 
board  of  directors  of  the  road,  and  that  the  policy  of-  the  road  be  completely  harmon- 
ized with  the  policy  of  the  Government  of  making  it  an  adjunct  to  tne  construction 
of  the  canal,  at  the  same  time  fulfilling  the  purpose  for  which  it  was  constructed  as 
a  route  of  commercial  movement  across  the  Isthmus  of  Panama.  If  any  contracts  or 
other  obligations  now  subsist  between  the  railway  company  and  other  transportation 
companies  that  are  not  in  accord  with  sound  public  policy,  then  such  contracts  must 
be  terminated  as  soon  as  it  is  possible  to  effect  that  object. 

No  salary  or  per  diem  allowance  of  compensation  in  addition  to  the  stated  salary 
and  per  diem  allowance  of  the  members  of  the  Isthmian  Canal  Commission  will  he 
allowed  to  anv  member  of  the  Commission  by  reason  of  his  services  in  connection 
with  the  civil  government  of  the  Canal  Zone,  or  his  membership  of  any  board  or 
commission  concerned  in  or  connected  with  the  construction  of  the  canal  or  by  rea- 
son of  his  services  as  an  officer  or  director  of  the  Panama  Railroad. 

If  there  now  be  in  force  within  the  Canal  Zone  any  franchise  granting  to  any  per- 
son or  persons  a  privilege  to  maintain  lotteries  or  hold  lottery  drawings  or  other 
gambling  methods  and  devices  of  a  character  forbidden  by  the  laws  of  the  United 
States,  or  if  the  grantee  of  any  such  privilege  has  now  the  ri^ht  to  sell  lottery  tickets 
or  similar  devices  to  facilitate  the  business  of  the  concessionaire,  the  Commisi^ion 
shall  enact  laws  annulling  the  privileges  or  concessions  and  punishing  future  exercise 
of  the  same  by  imprisonment  or  fine,  or  both. 

These  instructions  may  be  modified  and  supplemented  as  occasion  shall  arise. 
Very  respectfully, 

Thjeodorb  RooBSVEi;r. 

Hon.  William  H.  Taft, 

Secretary  of  War, 

THB    TRANSFER    OP    THE    CANAL    PROPERTIES    TO  THE   UNITED  STATES. 

The  parchase  of  the  canal  properties  was  completed  by  the  payment 
to  the  French  Canal  Company  of  $40,000,000,  this  sale  having  been 
finally  authorized  by  the  stockholders  of  that  company  on  April  23, 
1904.  The  instrument  of  conveyancy,  as  ratified  at  this  meeting  on 
April  23,  1904,  contains  the  following: 

Now,  therefore,  we,  the  New  Panama  Canal  Company,  represented  by  Messrs. 
Marina  Bo  and  Albert  Rischmann,  in  consideration  of  the  payment  of  the  sum  of 
forty  million  dollars  in  gold  coin  of  the  United  States  of  America  to  said  company  on 
its  order  or  demand,  contemporaneously  with  the  delivery  of  this  present  convey- 
ance to  the  two  repre^ntatives  of  the  United  States  of  America  first  above  mentioned, 
and  the  delivery  to  them  of  its  property  in  Paris,  and  the  certificates  of  said  Panama 
Railroad  flbaree  (the  property  of  the  company  not  being  understood  to  include  th^ 
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treasury  assets  of  the  oomp<iny,  including  deposits  of  money,  outstanding  credits  and 
investments  in  bonds^  and  tne  delivery  upon  the  Isthmus  of  Panama,  to  an  agent 
of  the  United  States  oi  America,  designated  by  them,  or  by  the  Attorney-General  of 
the  United  States  of  America,  of  the  remainder  of  its  rights  and  properties,  do  hereby 
acknowledge  and  confirm  the  said  sale,  and  do  grant,  sell  and  assign,  transfer  and  set 
over  to  the  United  States  of  America  absolutelv,  in  full  ownership,  the  totality,  with- 
out exception,  of  the  company's  property  ana  rights  on  the  Isthmus  of  Panama  and 
its  maps  and  archives  at  Paris. 

The  full  document  is  herewith  submitted. 

Meanwhile,  the  United  States  paid  to  the  Republic  of  Panama,  in 
accordance  with  the  stipulations  or  the  treaty  between  the  two  countries 
which  had  been  signed  on  November  18, 1903,  the  sum  of  f  10,000,000. 

Having  thus  completed  the  purchase  of  the  property  and  being 
entitled  to  enter  into  possession  thereof,  Lieut.  Mark  Brooke,  Corps 
of  Engineers,  U.  S.  Arm^,  representing  the  United  States  on  tne 
Isthmus  of  Panama,  was  instructed  by  the  Attorney-General  of  the 
United  States  to  take  possession  of  all  of  the  canal  properties.  This 
transfer  of  properties  was  made  on  the  morning  of  May  4,  1904,  and 
instructions  were  at  once  given  to  Lieutenant  Brooke  by  the  Isthmian 
Canal  Commission  to  continue  operations  with  the  same  force  of 
emplovees  and  laborers  as  were  engaged  upon  the  work  under  the 
French  Canal  Company  at  that  time.  Lieutenant  Brooke  remained  in 
charge  of  the  work  until  the  arrival  on  the  Isthmus  of  Governor  Davis. 

Pending  the  arrival  of  the  Chief  Engineer,  Governor  Davis  was 
placed  by  the  Commission  in  charge  of  the  canal  construction  work, 
and  it  was  carried  on  with  but  slight  modification  of  French  methods, 
with  Maj.  W.  M.  Black,  Corps  of  Engineers,  U.  S.  Army,  at  the  head 
of  the  en^neering  staff,  until  Mr.  John  F.  Wallace,  the  Conunission's 
chief  engineer,  arrived  upon  the  ground. 

SCOPE  OF  THE   CX)MMI8SI0N'8  REPORT. 

The  full  report  of  the  examinations  and  studies  of  routes  for  a  canal 
to  connect  the  Atlantic  and  Pacific  oceans,  together  with  historical 
facts  and  a  discussion  of  the  merits  of  the  several  routes,  have  been 
published  in  the  reports  of  Commissions  which  have  preceded  the 
present  Canal  Commission.  No  attempt  will  be  made  at  this  time  to 
review  these  earlier  studies  nor  even  to  attempt  a  full  description  and 
discussion  of  the  Panama  Canal  project,  the  execution  of  which  has 
been  intinisted  to  this  Commission.  This  report,  being  made  at  a  time 
when  the  several  departments  which  the  Commission  has  created  for  a 
convenient  subdivision  of  its  work  are  still  in  a  formative  state,  will  be 
restricted  to  a  statement  of  what  has  been  done  since  the  first  meeting 
of  the  Commission  on  March  22, 1904.  The  studies  that  must  precede 
the  adoption  of  plans  for  controlling  the  Chagres  River,  ana  which 
will  serve  as  a  basis  for  determining  the  level  of  the  canal,  are  being' 
vigorously  Dushed,  but  they  have  not  been  advanced  far  enough  to 
enable  the  Oommission  to  reach  final  conclusions. 

ORGANIZATION. 

The  Commission  holds  a  relation  to  the  canal  construction  work 
similar  to  that  of  a  board  of  directors  to  a  great  railway  enterprise, 
except  that  the  Commissioners  are  in  closer  touch  with  their  work  and 
the  majority  being  civil  engineers,  stand  in  the  relation  of  consult- 
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ing  and  designing  engineers  to  the  canal  work.  The  affairs  of  the 
Commission  are  conducted  by  the  Commissioners  acting  as"  a  body  in 
frequent  meetings.  These  meetings  are  generally  held  either  upon 
the  Isthmus  or  at  Washington.  There  have  been  30  meetings  held  on 
the  Isthmus,  27  at  Washington,  and  2  at  New  York. 

At  its  Washington  office  are  stationed  the  Commission  secretary,  the 
general  counsel,  the  chief  disbursing  officer  or  treasurer,  and  the 
auditor. 

On  the  Isthmus  are  the  engineering  department,  the  material  and 
supplies  department,  and  the  government  of  the  Canal  Zone.  The 
Commission  also  maintains  there  a  disbursing  office  and  will  maintain 
a  branch  of  the  auditor's  office. 

The  health  department,  which  has  the  importance  of  an  independent 
department,  has,  for  convenience  for  administration,  and  because  its 
duties  relate  largely  to  the  sanitation  of  the  Canal  Zone,  been  made  a 
subdepartment  of  the  Canal  Zone  government. 

Theaflfairsof  the  Panama  Railroad  Coman}"^  are  managed  by  a  board 
of  directors  as  a  separate  and  distinct  enterprise.  It  does  not  enter 
into  consideration  as  a  subdepartment  of  the  Commission  organization. 

The  Commission  has  recentiv  subdivided  its  work  among  conmiittees, 
which,  as  originally  appointea,  were  as  follows: 

Committee  on  engineering  plcms, — ^The  engineer  members  of  the 
Commission — ^Mr.  Harrod,  chairman,  Mr.  Burr,  Mr.  Grunsky ,  and  Mr. 
Parsons. 

JExecutive  committee. — Mr.  Parsons,  Mr.  Grunsky,  Admiral  Walker. 

Committee  on  engineering. — Mr.  Burr  and  Mr.  Parsons. 

Committee  on  imance. — Mr.  Hecker  and  Mr.  Harrod. 

Committee  on  Legislature. — Mr.  Harrod  and  Mr.  Hecker. 

Committee  on  sanitation. — Mr.  Grunsky  and  Mr.  Burr, 

The  chairman  of  the  Commission  is  ex  officio  a  member  of  these 
committees,  and  General  Davis  is  a  member  thereof  when  meetings 
are  held  on  the  Isthmus. 

There  is  at  present  one  vacancy  on  the  Commission  and  on  some  of 
the  above-named  committees,  Col.  Frank  J.  Hecker  having  resigned 
on  November  16. 

The  governor  of  the  Canal  Zone  represents  the  Commission  in  all 
matters  relating  to  Canal  Zone  affairs  and  land  matters,  and  supervises 
the  operations  of  the  health  department.  Maj.  Gen.  George  W .  Davis, 
U.  S.  Army,  a  member  of  the  Commission,  was  appointed  governor  on 
June  8,  1904.     His  executive  secretary  is  Mr.  Harry  D.  Reed. 

Hon.  Osceola  Kyle  is  iud^  of  the  Canal  Zone,  Mr.  J.  M.  Keedy, 
prosecuting  attorney,  ana  Mr.  Tom  M.  Cooke,  collector  of  revenue. 

On  May  6,  1904,  Mr.  John  Findlay  Wallace  was  elected  chief  engi- 
neer of  the  Commission,  and  assumed  his  duties  on  June  1, 1904.  Tne 
chief  engineer  has  been  placed  in  charge  of  the  Commission's  engineer- 
ing work,  of  canal  construction  work,  of  the  construction  of  water- 
works and  sewerage  systems  for  Panama  and  Colon,  and,  under  the 
direction  of  the  governor,  he  has  charge  of  the  construction  and  repair 
of  buildings  and  of  Canal  Zone  public  works. 

The  engineering  staff  includes  the  following:  Mr.  John  Seager, 
secretary  to  the  chief  engineer;  Mr.  W.  J.  Karner,  office  engineer; 
Mr.  Garleton  E.  Davis,  engineer  in  charge  of  waterworks  and  sewer- 
age; Mr.  Walter  E.  Dauchy,  division  engineer;  Mr.  H.  F.  Dos6,  resi- 
dent engineer;  Mr.  Boyd  Ehle,  resident  engineer;  Mr.  Charles  List^ 
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resident  engineer;  Mr.  A.  C.  Harper,  resident  engineer;  Mr.  H.  W. 
Durham^' resident  engineer;  Mr.  E.  W.  Clark,  resident  engineer;  Mr. 
A.  B.  Nichol,  assistant  engineer;  Mr.  W.  B.  Buggies,  assistant  engi- 
neer; Mr.  M.  O.  Johnson,  surpervising  architect;  Mr.  George  D. 
Brooke,  member  board  of  appraisal;  Mr.  Carl  £.  Strom,  chief  mechan- 
ical engineer. 

The  staff  of  the  health  department  includes  the  following:  Dr.  W. 
C.  Gorgas,  colonel,  U.  S.  Army,  the  chief  sanitary  officer,  stationed 
at  Ancon;  Dr.  John  W.'  Ross,  U.  S.  Navy,  director  of  hospitals,  sta- 
tioned at  Ancon;  Dr.  H.  R.  Carter,  of  the  United  States  Health  and 
Marine-Hospital  Service,  chief  quarantine  officer,  stationed  at  Ancon; 
Dr.  Louis  A.  La  Garde,  major,  U.  S.  Army,  superintendent  of  the  Ancon 
hospital;  Dr.  L.  W.  Spratling,  surgeon^  U.  d.  Navy,  superintendent 
of  tne  Colon  hospital;  Mr.  Joseph  Le  Prince,  chief  sanitary  inspector 
of  the  Canal  Zone;  Dr.  Lewis  Balch,  health  officer,  Panama. 

Mr.  E.  C.  Tobey,  paymaster,  U.  S.  Navy,  is  the  chief  of  the  mate- 
rial and  supplies  department.  This  department  is  directly  under  the 
Commission,  but  subject  to  the  requirements  of  the  chief  engineer  as 
well  as  of  the  governor  of  the  Canal  Zone. 

The  Commission's  disbursing  officer  on  the  Isthmus  of  Panama  is 
Mr.  George  C.  Schafer,  paymaster,  of  the  U.  S.  Navy. 

The  principal  employees  in  the  Commission's  Washington  office  are: 

Mr.  i).  I.  Murphy,  secretary;  Mr.  Rufus  A.  Lane,  assistant  secre- 
tary; Mr.  F.  E.  Kedfern,  chief  clerk;  Mr.  C.  E.  Magoon,  general 
counsel;  A.  S.  Kenny,  pay  director,  U.  S.  Navy,  retired,  treasurer; 
Mr.  N.  S.  Faucett,  deputy  treasurer;  Mr.  W.  P.  Armstrong,  audi- 
tor; Mr.  W.  W.  Warwick,  deputy  auditor. 

FIBST  VISrr  OF  THE  COMMISSION  TO  THE  ISTHMUS  OF  PANAMA. 

.  The  full  Commission  first  arrived  on  the  Isthmus  on  April  5,  and 
established  provisional  headquarters  in  the  buildings  erected  for  the 
residence  of  Mr.  De  Lesseps.  These  are  situated  on  an  artificial  plateau 
built  upon  a  coral  reef,  jutting  out  from  the  east  shore  of  Limon  Bay. 
This  settlement  soon  assumed  the  dimensions  of  a  village,  occupied  by 
the  officers,  warehouses,  and  quarters  of  the  first  French  Canal  admin- 
istration. It  is  known  as  Cristobal,  and  lies  in  the  Zone  immediately 
outside  the  delimitation  line  established  on  June  15  around  the  cit^  of 
Colon.  It  has  close  connection  with  the  Panama  Railroad  by  sidings 
and  spur  tracks,  and  will  become  of  great  importance  as  the  Atlantic 
terminal  port  of  the  canal. 

A  cordial  reception  was  extended  the  Commission  by  the  authorities 
of  the  Republic  of  Panama  und  the  city  of  Colon. 

During  this  visit  the  Commission  occupied  itself  thoroughly  with  a 
study  of  the  plans  and*  methods  of  work  as  then  carried  on  By  the  New 
Panama  Canal  Company  and  with  an  examination  of  the  physical  con- 
ditions of  the  proposed  canal  route  and  of  the  adjacent  territory,  where 
its  auxiliary  works  will  probably  be  established.  In  this  the  Commis- 
sion was  assisted  by  Ma].  Wm.  M.  Black  and  Lieut.  Mark  Brooke  of 
the  United  States  Uorps  of  Engineers,  and  by  the  resident  representa- 
tive of  the  New  Panama  Canal  Company. 

Each  day,  during  their  stay  on  the  Isthmus,  the  Commission  visited 
points  where  work  had  been  done,  or  was  then  being  done,  under  the 
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two  French  administrations,  or  where  previous  studies  indicated  that 
there  was  a  choice  ot  location  for  the  canal,  or  of  treatment  of  the  nec- 
essary auxiliary  works.  At  the  time  of  this  visit  the  only  work  in 
Erogress  was  uxe  excavation  of  the  Culebra  Cut  through  the  divide 
etween  the  two  oceans.  The  outfit  here  consisted  of  a  few  French 
steam  excavators  and  dump  trains  and  a  force  of  about  seven  hundred 
men  engaged  in  blasting,  loading  cars,  removing  the  excavated  mate- 
rial from  the  track  and  down  the  slopes  of  the  fill.  Neither  the  equip- 
ment nor  the  organization  of  the  force  could  be  considered  as  adequate, 
or  in  any  way  fitted  for  the  prompt  removal  of  the  great  mass  of 
material  m  the  cut. 

It  was,  however,  considered  advisable,  when  the  Commission  assumed 
control,  to  continue  the  employment  of  the  existing  force  and  tenta- 
tively to  introduce  changes  of  organizations  and  an  increase  of  equip- 
ment. The  retention  of  the  lal^r  already  acclimated,  and,  in  some 
degree  familiar  with  the  work,  was  very  desirable. 

From  the  examination  which  the  Commission  was  enabled  to  make 
during  this  visit  of  the  studies  under  the  two  French  canal  administra- 
tions, of  their  plans  and  of  the  physical  conditions  of  the  Canal  Zone, 
it  was  evident  that  new  and  extended  surveys  and  examinations  were 
required  before  conclusions  could  be  reached  in  many  of  the  most 
important  problems  of  location  and  construction  presented  by  a  canal 
of  the  character  and  dimensions  now  proposed  by  the  United  States. 

Under  M.  De  Lesseps  and  the  New  Panama  Canal  Company  a  large 
amount  of  investigation  was  done  of  an  accurate  and  scientific  kind 
and  affording  much  valuable  information.  But  its  usefulness  Is  lim- 
ited by  the  difference  of  the  standpoints  from  which  the  work  was 
approached  twenty-five  years  ago  and  to-day.  This,  to  a  large  extent, 
is  due  to  the  immense  increase  of  dimensions  of  waterway  demanded  by 
the  ships  of  to-day  and  the  near  future.  The  experience  of  a  genera- 
tion has  also  so  added  to  the  resources  of  engineer  and  contractor  that 
methods  then  untried  are  now  considered  usual  and  safe. 

But  the  radical  difference  is  that  the  French  canal  was  a  commercial 
enterprise  based  on  a  time  concession.  It  must  be  completed  at  a  cost 
on  wEdch  the  traffic  would  yield  a  reasonable  revenue,  and  within  a 
limited  time.  Under  these  exigencies  of  resources  and  of  time  the 
original  intention  of  a  sea-level  canal  was  abandoned  and  successive 
reductions  made  in  the  amount  of  excavation  work  until  a  lock  canal, 
with  a  summit  level  of  110  feet  above  mean  ocean  tide,  was  seriously 
proposed,  and  it  was  only  on  the  reorganization  of  the  enterprise,  and 
an  extension  of  the  time  limit,  that  a  return  was  made  to  a  plan  with  a 
summit  level  of  61.5  feet. 

While  the  French  surveys  were  scientifically  undertaken  and  con- 
ducted, yet  whenever  their  results  showed  that  the  project  which  they 
were  intending  to  develop  was  too  costly  or  would  require  more  time 
than  was javailable,  the  object  for  their  continuations  no  longer  existed. 
Therefore,  while  many  of  them  led  in  the  right  directions,  they  did  not 
go  far  enough  to  secure  the  full  information  which  is  required  for  the 
construction  of  the  larger  canal. 

The  work  as  now  proposed  is  free  from  these  limitations,  and  its 
declared  object  is  to  give  the  most  convenient  and  safe  transit  from 
ocean  to  ocean  for  the  ships  of  to-day  and  the  visible  future,  for  which 
any  canal  proposed  by  the  French  companies  would  be  entirely  inad- 
equate. 
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Among  the  objects  of  continuation  of  surveys  by  the  Commission 
may  be  mentioned  the  determination  of  the  practicability  of  a  sea-level 
canal  from  the  point  of  view  of  the  greater  cost  and  time  required  for 
its  completion.  Connected  with  this  is  the  possibility  of  constructing 
a  storage  dam  at  Gamboa,  and  of  wasting,  from  the  lake  above,  the 
surplus  discharge  of  the  Chagres  River. 

If  full  investigation  should  show  the  impracticability  of  a  sea-level 
canal  the  information  necessary  to  decide  on  a  summit  level  and  the 
location  and  number  of  locks  required  for  a  high-level  canal  must  be 
acquired  h^  further  surveys.  Other  questions,  still  unanswered,  are 
the  possibility  of  a  dam  at  Gatun  to  extend  the  length  of  open  navi- 
gation, the  relative  advantage  of  the  low-level  or  Tiger  Hill  route  from 
Bohio  to  Gatun,  and  the  Caribbean  entrance  to  the  canal  at  CristobaL 

Uiider  these  conditions  it  seemed  to  the  Commission  that  the  step 
which  at  that  time  would  most  effectually  contribute  to  the  progress 
of  the  work  was  the  immediate  organization  of  surveving  p«irties  to 
procure  all  information  bearing  on  these  and  other  problems. 

To  carry  out  this  object  the  Commission  returned  to  the  United 
States  on  April  29.  In  the  organization  of  these  surveys  it  was  fortu- 
nate that  many  of  the  most  efficient  members  of  the  parties  who  were 
made  familiar  with  Central  America  surveying  by  service  under  pre- 
vious canal  commissions  were  anxious  to  return  to  the  Isthmus. 

HARBOR  AT  ORISTOBAL. 

The  problem  of  a  suitable  interior  harbor  at  the  Colon  terminos 
of  the  canal  was  never  completely  solved  by  either  the  Old  Panama 
Canal  Company  or  the  new,  nor  was  anythmg  more  than  a  tentative 
plan  for  purposes  of  estimate  considered  by  the  former  Isthmian 
Canal  Commission.  The  development  of  such  a  harbor  plan,  there- 
fore, was  one  of  the  first  questions  of  the  entire  work  to  confront  the 
present  Commission.  This  harbor  is  of  special  importance  from  the 
fact  that  it  must  be  the  point  of  delivery  of  a  large  portion  of  the 
plant  and  material  required  in  the  construction  of  the  canal.  Inasmuch 
as  those  deliveries  have  already  been  begun,  and  as  they  will  continue 
during  the  greater  part  of  the  actual  work  of  construction,  it  is  of  the 
utmost  importance  that  the  harbor  plans  should  be  completed  at  the 
earliest  possible  date.  This  work  includes  not  only  the  harbor  proper 
immediately  inside  of  the  canal  entrance,  but  also  the  deep  channel 
leading  to  it  through  a  portion  of  the  shallow  watei*s  of  Limon  Bay. 

One  engineering  party,  therefore,  was  assigned  to  the  duty  of 
making  complete  surveys  and  examinations,  including  many  borings 
throughout  tnat  portion  of  the  partiallv  excavated  canal  prism  at  and 
near  its  entrance  and  along  the  center  line  of  the  proposed  deep  chan- 
nel leading  to  the  canal  entrance  and  over  a  consiaerable  area  between 
the  canal  fine  and  Limon  Bay  for  the  purpose  of  conclusively  settling 
alternative  locations  for  the  canal  in  the  vicinity  of  its  entrance. 
These  investigations  have  been  actively  carried  on  smce  the  latter  part 
of  June  and  have  now  been  so  nearly  completed  that  the  development 
of  the  final  plans  for  both  the  deep-water  channel  and  the  inner  har- 
bor, including  about  a  mile  of  the  canal  line  immediately  within  the 
entrance,  will  be  concluded  within  the  next  two  or  three  months.  In 
the  meantime  temporary  facilities  for  the  immediate  discharge  of 


INVESTIGATION    OF   PANAMA   CANAL   MATTBHS.  2^29 

cai^  from  ships  bringing  plant  and  material  to  the  canal  entrance  at 
Cristobal  are  already  partially  completed. 

In  connection  with  this  interior  harbor  excavation  a  large  amount  of 
filling  of  low  ground  will  be  performed  within  the  limits  of  Cristobal 
and  the  city  of  Colon  which  has  a  most  important  bearing  upon  the 
sewer  system  and  other  sanitary  provisions  to  be  made  for  the  city  of 
Colon.  Extended  reference  is  made  to  this  filling  in  that  portion  of 
the  report  relating  to  the  sewer  system  for  the  city  of  Colon. 

PBOPOSED  DAM  AT  OATUN  AND  TIGER  HIIX  ALTEBNATIVjfi. 

A  second  party  of  engineers  was  assigned  to  the  work  of  making 
surveys  and  mvestigations  including  borings  in  the  vicinity  of  Gatun, 
about  5  miles  from  the  Colon  end  of  the  canal,  with  a  view  to  securing 
data  in  connection  with  a  possible  dam  across  the  Chagres  River  at 
that  point.  The  vallev  of  the  Chagres  is  somewhat  less  than  a  mile 
wide  at  Gatun,  and  there  are  outcroppings  of  soft  rock  within  the 
limits  of  the  floor  of  that  valley.  Question  has  been  seriously  raised 
as  to  the  practicability  of  building  a  dam  across  the  Chagres  Kiver  at 
this  point  so  as  to  form  a  lake  possibly  20  or  25  miles  long  and  thus 
avoia  the  necessity  both  of  buildmg  a  dam  at  Bohio  and  of  excavating 
the  canal  prism  between  Gatun  and  Bohio.  The  same  engineering 
{Mirty  is  making  examinations  by  surveys  and  borings  of  an  alterna- 
tive line  for  the  canal  between  Gatun  and  Bohio  by  way^  of  Tiger  HUl, 
a  distance  of  about  12  miles.  This  proposed  relocation  would  save 
about  li  miles  in  distance  and  woula  remove  the  canal  line  farther 
away  from  the  Chagres  River  on  to  somewhat  higher  ground.  That 
removal,  however,  would  necessitate  carrying  the  canal  within 
embankment  of  considerable  height  in  soft  ground  and  it  would 
destroy  the  availability  of  a  large  amount  of  canal  excavation  made  bj 
the  Old  Pai^^ma  Canal  Company  between  Colon  and  Bohio.  This 
work  of  investigation  along  the  alternative  Tiger  Hill  line  is  nearing 
completion  and  the  requisite  data  for  finallv  determining  the  location 
of  this  portion  of  the  canal  line  will  be  available  to  the  Commission  in 
the  near  future. 

The  force  having  in  charge  the  surveys  and  examinations  on  the 
alternative  line  between  Bonio  and  Gatun  is  also  making  further 
investigations  relating  to  a  possible  site  for  a  dam  across  the  Chagres 
Valley  at  some  intermediate  point  between  those  limits.  While  it  is 
scarcely  expected  that  these  investigations  will  result  favorably  to 
such  a  construction,  the  outcrop  of  rock  at  a  number  of  points  has 
prompted  the  Commission  to  secure  all  possible  information  of  this 
character. 

BOHIO  DAM. 

The  plans  of  the  New  Panama  Canal  Company  as  far  as  developed, 
and  the  tentative  plans  of  the  former  Isthmian  Canal  Commission, 
contemplated  a  great  dam  across  the  Chagres  River  near  Bohio,  about 
17  miles  from  C^lon,  at  the  head  of  the  Caribbean  tide-level  section  of 
the  canal.  A  considerable  amountof  investigation  work  has  therefore 
been  done  at  and  in  the  vicinity  of  this  site  by  both  the  New  Panama 
Canal  Companv  and  the  former  Isthmian  Canal  Commission,  but  far 
more  by  the  latter  than  the  former.    The  probsible  construction  of 
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this  dam  for  the  purpose  of  forming  a  summit  level  of  a  canal  with 
locks  is  of  such  importance  that  it  is  necessary  to  make  further  and 
extensive  investigations,  chiefly  by  boring,  to  determine  at  what  sec- 
tion of  the  geological  valley  the  bed  rock  offers  the  most  advantageous 
location.  The  boring^s  thus  far  made  disclose  the  maximum  depth  of 
bed  rock  to  be  somewhat  greater  than  is  desirable.  A  large  field  force 
began  this  investigation  in  the  early  part  of  July,  and  has  continued  it 
to  the  present  time.  It  is  still  at  work,  and  its  operations  will  be  con- 
tinued until  the  data  for  this  entire  vicinity  are  complete.  This  field 
force  is  also  making  other  survevs  bearing  upon  the  location  of  the 
canal  a  few  miles  southerly  of  Bohio. 

The  floods  of  the  Chagres  River  are  at  times  so  sudden  and  of  such 
magnitude  that  from  the  inception  of  the  work  of  the  Old  Panama 
Canal  Company  to  the  close  of  the  investigations  of  the  former  Isth- 
mian  Canal  Commission,  it  has  been  considered  of  the  utmost  impor- 
tance to  control  them  effectually,  whether  the  sea-level  canal  or  a  canal 
with  locks  be  constructed.  In  the  former  case  it  would  be  highly 
objectionable  to  receive  the  flood  waters  of  the  river  into  the  canal,  as 
it  would  be  dificult  to  prevent  damage  by  the  currents  induced  on  the 
one  hand,  and  by  the  silt,  sand,  and  gravel  brought  in  on  the  other. 
Whatever  measures  might  be  adopted  to  control  either  of  these  sources 
of  difficulty  serious  questions  would  probably  result  from  either  one 
or  the  other  cause.  In  the  case  of  a  canal  with  locks  being  built  the 
method  of  controlling  the  floods  proposed  by  the  former  Isthmian  Canal 
Commission  would  be  both  simple  and  effective,  but  they  would  require 
some  modification  and  adjustment  if  the  summit  level  were  as  much  as 
20  or  25  feet  lower  than  contemplated  by  that  body.  Again,  it  would  be 
feasible  to  create  a  reservoir  on  the  upper  Chagres  by  building  a  great 
dam  either  at  Gamboa,  as  was  at  one  time  contemplated  by  the  Old  Man- 
ama Canal  Companv,  or  at  a  point  farther  up  the  river,  as  at  Alhajuela, 
as  planned  by  the  New  Panama  Canal  Company,  as  supplementary  to 
whatever  means  of  control  might  be  adoi)ted  lower  down  the  river. 
If  a  canal  with  locks  should  be  built,  this  supplementary  reservoir 
might  ultimately  be  needed  for  additional  water  supplv.  Further, 
the  possibility  of  diverting  the  waters  of  the  upper  Chagres  River 
southward  into  the  Pacific  Ocean  through  a  long  tunnel  piercing  the 
Cordillera  forming  the  continental  divide  in  that  vicinity,  or  possibly 
a  shorter  tunnel  through  the  divide  on  the  northerly  side  of  the 
Chagres  Vallev  toward  the  Caribbean,  was  seriously  considered  by  both 
the  Old  and  Nevf  Panama  Canal  companies.  They  even  made  surveys 
sufficiently  extended  to  indicate  that  a  tunnel  about  10  miles  long 
would  be  required  for  the  diveraion  toward  the  Pacific. 

All  those  earlier  investigations  were  sufficient  to  disclose  consider- 
able data  bearing  upon  the  control  of  the  waters  of  the  upper  CSiagres; 
they  were  not  far  enough  to  settle  conclusively  the  problems  depend- 
ing upon  them  and  relating  to  the  construction  of  a  ^m  at  Gramboa  oi 
to  the  construction  of  either  of  these  two  diversion  tunnels. 

CONTROL  OF  THE  OHAORES  ABOVB  OAMBOA. 

One  of  the  largest  field  parties  first  organized  by  the  Commission 
was  fully  equipped  to  undertake  and  carry  to  completion  all  the  sur- 
veys and  investigations  which  would  be  needed  for  the  solution  of  all 
questions  as  to  the  control  of  the  waters  of  the  Chagres  Biver  above 


INVESTIGATION   OP   PANAMA   OANAL  MATTERS.  2481 

Ghunboa  by  the  construction  of  a  dam  at  that  point,  or  at  some  point 
farther  up  the  river,  or  by  the  construction  of  either  of  tlie  diversion 
tunnels  to  which  reference  has  just  been  made.  The  investigations  of 
this  party  involved  not  only  reconnaissance  or  exploration  surveys 
throughout  the  entire  valley  of  the  Chagres  River  for  a  distance  of 
about  15  miles  above  Gamboa,  but  also  the  use  of  complete  boring 
outfits  for  the  purpose  of  determining  subsurface  material  at  the  pro- 
posed dam  sites  and  tunnel  locations.  This  party  began  its  work  in 
the  early  part  of  July  and  has  prosecuted  it  continually  to  the  present 
time  and  is  still  actively  engaged  in  it.  A  large  amount  of  conclusive 
information  as  to  the  topography  of  the  rough,  wooded  country  in 
this  part  of  the  Chagres  watersnea  and  of  the  Cordillera  and  as  to  the 
subsurface  material  down  to  bed  rock  at  the  site  of  the  proposed  dam 
at  Gamboa  and  in  its  immediate  vicinitv  has  been  obta.ned. 

(It  has  been  shown  by  the  surveys  of  the  Commission  that  a  portion 
if  not  all  of  the  waters  of  the  upper  Chagres  Kiver  may  be  diverted 
towaixl  the  Pacific  Ocean,  and  thus  taken  entirely  out  of  the  canal  prism, 
by  a  dam  at  Gamboa  and  a  tunnel  through  the  Cordillera  not  more 
than  7  miles  long,  or  toward  the  Caribbean  by  a  tunnel  not  more  than 
about  4  miles  long.)  A  diversion  in  the  latter  direction  is  much  less 
desirable  than  in  the  former,  for  the  reason  that  such  a  diversion  would 
lead  the  waters  of  the  Chagres  River  to  the  canal  near  Gatun,  about  5 
miles  from  Colon,  and  make  it  necessary  to  care  for  them  throughout 
that  distance  probably  by  an  independent  diversion  canal.  Obviously 
a  diversion  towaiti  the  pacific  is  wholly  free  from  any  such  objection. 
While  it  is  probable  that  the  work  of  this  field  party  will  have  to  be 
continued  for  a  few  months  longer,  the  data  which  it  has  already  secured 
are  sufiicient  to  determine  some  of  the  more  important  features  of  the 
problems  upon  which  they  bear.  The  remaining  features,  depending 
upon  results  yet  to  be  obtained,  are  of  a  minor  character  and  can  readily 
await  the  results  of  further  investigations  without  delaying  in  any  way 
the  development  of  the  plans  for  the  main  project. 

GENERAL  FURPOSES  OF  ORGANIZATION. 

The  organization  of  the  department  of  engineering  and  construction 
has  been  made  with  two  distinct  purposes  in  view.  The  first  of  these 
purposes  covered  the  entire  field  work,  including  surveys  and  investi- 
gations necessary  for  the  solution  of  all  problems  preliminary  to  the 
development  of  plans  for  the  entire  project  of  a  ship  canal  between  the 
two  oceans  and  tne  design  and  construction  of  waterworks  and  sewer 
systems  for  the  cities  of  Panama  and  Colon.  The  second  purpose  was 
the  formation  of  the  preliminary  organization  in  such  a  manner  as  to 
merge  efficiently  into  the  permanent  organization  ultimately  required 
for  the  actual  construction  of  all  classes  of  work  embraced  m  the 
entire  engineering  construction  within  the  limits  of  the  Canal  Zone. 
The  prefiminary  organization  now  existinf^  covers  the  four  main 
field  parties  conducting  the  surveys  and  investigations  elsewhere 
described,  the  two  divisions  of  the  engineering  force  having  in  charge 
the  design  and  construction  of  the  waterworks  and  sewer  systems 
for  Panama  and  Colon,  and  an  engineering  party  engaged  in  such 
operations  at  and  in  the  vicinity  of  the  great  Culebra  Cut  as  is  nec- 
essary for  the  systematic  and  efficient  conduct  of  the  work  now  in 
progress  there.    The  operations  of  these  various  parties  cover  prac- 
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tically  the  entire  canal  line  between  its  termini.  The  important  work 
of  surveys  and  investigations  on  the  upper  Chagres  River  covers  its 
valley  between  Gramboa,  where  the  course  of  the  river  first  meets  the 
canal  line,  and  a  point  nearly  15  miles  upstream  from  Gamboa.  This 
entire  work  has  oeen  vigorously  pressed,  first  under  the  inunediate 
direction  of  the  managing  representative  of  the  Commission  from  the 
earliest  moment  at  which  it  was  possible  to  organize  the  various  field 
parties  and  afterwards  under  the  immediate  direction  of  the  chief 
engineer  subsequent  to  his  appointment  and  arrival  on  the  Isthmus. 
This  preliminary  work  is  nearly  completed  so  that  the  studies  for  the 
features  of  the  general  project  can  soon  be  undertaken. 

It  is  the  purpose  of  the  Commission  to  install  and  put  at  work  at  the 
earliest  practicable  moment  a  considerable  number  of  large  steam 
shovels,  which  have  been  purchased  in  the  United  States,  in  order  to 
ascertain  by  actual  trial  certain  important  information  regarding  prac- 
ticable rates  of  progress  and  of  cost  of  work  under  the  conditions  exist- 
ing along  the  canal  line.  Two  of  these  shovels  have  already  reached 
the  Isthmus  and  will  soon  be  at  work.  A  similar  line  of  experimental 
or  investigation  work  upon  a  full  scale  of  construction  operations  is 
to  be  undertaken  in  connection  with  the  harbor  excavation  at  Cristo- 
bal. The  Commission  regards  these  full-scale  working  opemtions  of 
the  highest  value  in  order  to  determine  reasonable, requiremepts  for 
rates  of  progress  and  to  secure  reliable  informati6n  by  actual  trial  as 
to  reasonable  unit  costs  of  subsequent  construction. 

It  has  been  found  feasible  to  bring  into  usable  condition  much  moie 
of  the  machinery  and  plant  turned  over  by  the  French  company  than 
was  at  first  anticipated.  It  is  the  purpose  of  tiie  Commission  to  make 
available  in  all  future  construction  work  as  much  of  this  machinery 
and  material  as  can  be  advantageously  used,  and  much  progress  has 
already  been  made  in  this  direction,  including  the  reestablishment  of 
a  machine  shop  of  considerable  capacity  at  Gorgona,  where  much 
heavy  construction  and  repair  work  has  already  been  done  and  is  being 
done.  The  feasibility  of  excavating  the  Culebra  Cut  by  the  h vdraulic 
method  used  in  much  mining  work  has  been  considered  by  the  Com- 
mission. A  thorough  study  of  this  method  of  excavating  was  made 
on  the  Isthmus  by  Mr.  H.  A.  Bingham,  of  San  Francisco,  who  has 
extended  experience  in  this  special  field  of  mining  work.  Mr.  Bing- 
ham's report  on  this  matter  has  been  made  and  is  on  file  in  the  office 
of  the  Commission. 

WATERWORKS  AND  SEWER  SYSTEM  FOR  PANAMA  AND  COIX)N. 

An  engineering  force  for  the  special  puipose  of  designing  and  con- 
structing waterworks  and  sewer  systems  for  the  cities  of  Panama  and 
Colon  was  organized  in  the  month  of  June,  1904,  and  sailed  from  the 
city  of  New  York  soon  thereafter.  This  force  was  so  organized  as  to 
carry  on  its  work  under  suitable  supervision  concurrenuy  in  both  of 
these  cities. 

Some  partial  surveys  of  the  city  of  Panama  had  been  made,  but  no 
surveys  or  other  examinations  were  available  for  the  city  of  Colon. 
While  the  work  already  done  at  Panama  was  utilized  as  far  as  practi- 
cable, it  was  necessary  to  make  essentially  complete  examinations  and 
surveys  for  both  the  cities  of  Panama  and  Colon  and  of  the  districts 
about  them  in  which  possible  sources  of  water  supply  might  be  found. 
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These  surveys  were  made  also  with  a  view  to  securing  the  complete 
data  required  tot  the  design  and  construction  of  a  sewer  system  in  each 
of  the  two  cities. 

crrr  op  panama. 

WATERWORKS. 

Prior  to  the  arriv^al  of  this  field  party  the  chief  engineer  had  taken 
under  consideration  the  project  of  supplying  water  to  both  cities  in 
conference  with  Governor  Davis,  with  the  result  that  tentative  selec- 
tion was  made  for  the  water  supply  of  Panama  at  the  headwaters  of 
the  Rio  Grande,  about  10  miles  from  the  city,  near  the  southerly 
extremity  of  the  great  Culebra  Cut,  where  the  Old  Panama  Canal 
Company  had  a  reservoir  formed  by  building  a  masonry  dam  across 
the  river,  a  small  stream  at  that  place.  Subsequent  surveys  confirmed 
the  wisdom  of  this  tentativ  selection,  and  the  Rio  Grande  Reservoir, 
with  an  increased  height  of  dam,  was  finally  adopted  for  the  water 
supply  of  Panama.  The  additions  to  the  existing  dam  will  raise  the 
elevation  of  the  water  surface  in  this  reservoir  to  212  feet  above  mean 
high  tide.  A  16*inch  cast-iron  pipe  will  form  the  conduit  for  convey- 
ing the  water  from 'the  Rio  Grande  Reservoir  to  a  distributing  reser- 
voir now  in  process  of  construction  on  the  summit  of  a  small  hill  at 
Anoon^  where  the  surface  of  the  water  in  it  will  be  187  feet  above 
tide.  This  reservoir  has  a  capacity  of  1,000,000  gallons  and  is  con- 
structed with  two  compartments,  so  that  either  may  be  used  while  the 
other  is  being  cleaned  or  repaired. 

This  plan  affords  a  gravity  supply,  the  distributing  reservoir  being 
high  enough  to  supply  all  parts  of  the  city  of  Panama  proper  by  i^ 
own  head.  The  buildings  at  Ancon  will  alsolargely  be  supplied  from 
this,  same  distributing  reservoir.  There  are,  nowever,  the  hospital 
and  other  government  buildings  which,  on  account  of  their  increased 
elevation,  will  ultimately  be  supplied  by  a  suitable  small  pumping 
plant. 

Contracts  for  supplying  the  cast-iron  water  pipes,  hydrants,  valves, 
and  other  fittings  have  alreadv  been  awarded  to  manufacturers  in  the 
United  States  and  the  material  will  be  shipped  at  an  early  date.  The 
work  of  construction  of  the  entire  system  is  being  rapidly  pressed 
toward  completion,  and  it  is  believed  that  the  first  public  water  ever 
supplied  to  the  city  of  Panama  will  be  made  available  to  the  people  of 
that  city  in  the  early  part  of  1905. 

This  water-supply  system  has  been  designed  on  the  basis  of  supply- 
ing 60  gallons  per  head  per  day  for  a  population  of  30,000  people, 
although  it  is  confidently  believed  that  the  source  of  supply  is  abun- 
dant for  a  much  larger  daily  draft. 

It  is  not  improbable  that  a  reservoir  formed  by  a  great  dam  across 
the  Chagres  River  at  Gamboa  or  some  point  farther  upstream  may 
be  built  in  the  course  of  the  construction  of  the  canal.  In  that  case 
such  a  reservoir  would  be  easily  available  for  a  water  supply  for  both 
the  cities  of  Panama  and  Colon  and  for  all  the  population  on  the  Canal 
Zone  t)etween  these  terminal  points.  If  this  development  should  prove 
to  be  advisable  hereafter  the  pipe  line  now  being  constructed  from  the 
city  of  Panama  to  the  Rio  Grande  Reservoir  would  be  available  through* 
out  its  entire  length  for  the  new  conduit. 
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The  details  of  connection  at  the  distributing  reservoir  at  Ancon  are 
of  such  a  character  that  in  case  of  exigency  water  may  be  conveyed 
from  the  16-inch  conduit  directly  into  the  aistribution  system  of  the 
city  without  passing  through  the  reservoir.  The  distribution  system 
connecting  the  distributing  reservoir  with  the  different  parts  of  the 
city  has  \^en  laid  out  so  as  to  serve  efBciently  all  the  buildings  of  the 
entire  city  wherever  it  is  desii4ble  that  house  or  other  building  con- 
nections should  be  made.  At  other  points  on  the  streets  or  other  pub- 
lic places  where  portions  of  the  population  may  not  have  sufficient 
means  to  make  house  connections,  nydrants  or  other  taps  have  been 
provided  and  located  so  that  water  may  be  readily  obtained  without 
other  cost  than  the  effort  to  draw  from  the  taps.  AH  the  details  of  the 
distribution  system  will  be  adapted  to  the  local  needs  to  serve  conven- 
ientlv  and  efficiently  the  requirements  peculiar  to  a  tropical  climate. 
As  the  city  grows  in  population  and  in  area  covered  by  ouildings  the 
adopted  system  may  readily  be  extended  to  meet  the  needs  of  the 
increased  population. 

Before  proceeding  with  the  construction  of  the  water-supplv  svstem 
a  considerable  number  of  samples  of  water  from  the  Kio  Grande  Ite^er- 
voir  were  submitted  for  both  bacteriological  and  chemical  analysis  to 
Messrs.  Hazen  and  Whipple,  of  New  York  City,  before  even  the  banks 
and  bed  of  the  reservoir  had  been  cleaned  of  vegetation.  Those  analy- 
ses showed  the  character  of  the  water  to  be  satisfactory,  and  it  will  be 
foimd  improved  in  quality  by  the  thorough  cleaning  of  the  entire  res- 
ervoir site  of  all  vegetable  matter.  If,  however,  at  any  time  in  the 
future  it  should  prove  desirable  to  filter  the  water,  the  vicinity  of  the 
distributing  reservoir  is  such  as  to  afford  a  suitable  location  for  the 
requisite  filters. 

This  system  of  water  supply  for  the  city  of  Panama  is  being  designed 
and  constructed  in  accordance  with  the  best  waterworks  practice  at  the 
present  time,  so  as  to  secure  not  only  excellence  of  work  and  materials 
but  also  a  quality  of  water  to  which  no  exception  can  be  taken. 

Onr  OP  PANAMA,  SEWER  SYSTEM. 

The  city  of  Panama  has  no  sewer  or  drainage  system.  There  are  a 
few  drains  constructed  near  the  surface  without  much  regard  to  grade, 
some  of  which  may  possibly  be  considered  as  crude  sewers.  Those 
drains,  in  consequence  of  the  disregard  of  proper  grades,  frequently 
hold  polluted  surface  water  and  other  organic  matter  which,  under  the 
influence  of  tropical  climatic  conditions,  make  them  highly  objection- 
able. It  was  necessary,  therefore,  to  design  and  construct  an  entirely 
new  system  of  sewers  for  every  portion  of  the  city,  having  careful 
regard  both  to  the  topography  of  the  city's  site  and  the  permanent 
grades  of  the  streets.  Such  a  plan  has  been  developed  under  the  direc- 
tion of  the  chief  engineer  and  is  now  in  process  of  construction. 

A  combined  system  has  been  adopted,  but  not  with  the  intention  of 
receiving  the  entire  rainfall.  It  has  been  assumed  that  the  greatest 
discharge  of  sewage  will  be  an  the  basis  of  60  gallons  per  head  of  pop- 
ulation per  da^,  and  the  system  has  been  designed  to  offer  accommo- 
dation m  addition  thereto  for  1  inch  of  rainfall  per  hour;  in  other 
words,  the  capacity  of  discharge  of  the  sewer  system  to  be  constructed 
is  equal  to  60  ^llons  per  heaaof  population  per  hour.  Any  rainftdl 
in  excess  of  1  inch  per  hour  will  be  discharged  through  surface  diainsL 
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The  requisite  catch-basins  have  been  provided  to  a^<3oraniodate  that 
portion  of  the  rainfall  to  be  taken  off  tnrough  the  sewers. 

This  sewer  system,  like  the  distribution  system  of  the  water  supply, 
is  so  desifiiied  as  to  be  readily  extended  into  the  more  outlving  por- 
tions of  the  cit^,  as  they  may  be  built  upon  and  occupied  for  either 
residence  or  business  purposes.  The  length  of  the  entire  system  of 
sewers  and  the  outfalls,  as  at  present  designed,  has  a  total  of  over 
92,000  feet,  i.  e.,  nearly  18  miles.  Provision  is  made  for  200  man- 
holes, 150  catch-basins,  and  10  automatic  flush  tanks. 

The  city  is  divided  into  three  main  sewer  districts,  each  one  of  which 
has  an  outfall  18  inches  in  diameter  into  the  Bay  of  Panama.  The 
sewage  is  discharged  from  the  sewer  system  into  the  sea  water  of 
Panama  Bay  at  points  so  far  removed  from  high-water  mark  that  it  is 
completely  diluted  and  can  not  become  objectionable  at  any  point  on 
the  margin  of  the  citv. 

The  total  estimated  cost  of  this  sewer  system  is  $2.56,450. 

CITY  OF  CXDLON,   WATER  SUPPLY. 

The  city  of  Colon  is  built  upon  a  flat  sandy  island,  no  part  of  which 
is  more  than  about  4  feet  above  mean  sea  level.  Indeed,  considerable 
portions  of  it  are  covered  with  water  at  high  tides  caused  by  high  winds 
from  the  north.  A  portion  of  the  city  occupied  by  officials  and  other 
employees  of  the  ranama  Railroad  and  by  the  foreign  consuls  is 
already  supplied  with  water  brought  by  the  railrpal  company  through 
a  small  iron  pipe  from  a  small  reservoir  containing  water  of  somewhat 
indifferent  quality  near  Mount  Hope,  about  2i  miles  from  the  city.  The 
remainder  of  the  population  supplies  itself  from  rain  water  fallingupon 
the  corrugated  iron  roof  s  of  buildings  and  collected  in  iron  tanks.  There 
is  no  suitable  and  sufficient  surface-water  supply  readily  available  in 
the  near  vicinity  of  Colon.  Investigations,  however,  are  being  made 
to  discover  as  soon  as  possible  either  some  more  remote  surface  source 
or  a  subsurface  supply  from  the  deep  sands  and  gravels  south  of  the 
city  along  the  district  traversed  by  the  canal  line  or  in  some  other 
quarter.  The  search  for  wholesome  public  water  supply  for  Colon 
has  not  proved  to  be  so  easily  successful  as  that  for  the  city  of  Pan- 
ama. The  Commission's  investigations,  however,  are  being  actively 
prosecuted  in  all  directions,  and  it  is  expected  that  by  the  early  part  of 
the  coming  ^ear  at  farthe8t  the  problem  of  palatable  water  supply 
for  Colon  will  be  solved,  although  at  the  present  time  a  report  of 
progress  only  may  be  made. 

CITY  OF  COLON,  8EWEB  SYSTEM. 

In  consequence  of  the  low  elevation  of  the  site  on  which  the  city  of 
Colon  is  built,  the  problem  of  designing  a  suitable  system  of  sewers 
for  the  city,  although  a  small  one,  involves  some  difficulty.  It  is 
clear  to  the  Commission  that  some  portions  of  the  town  must  be  filled 
so  as  to  raise  their  general  surface  to  a  suitable  elevation.  This  filling 
will  be  composed  entirely  of  excavation  from  the  inner  harbor  con- 
stituting the  entrance  to  the  canal,  the  plans  for  which  are  now  being 
carefully  considered  and  will  be  completed  at  an  early  date. 

On  the  other  hand  it  may  be  advisable  to  cut  channels  through  other 
portions  of  the  island  in  which  the  tidal  waters  may  ebb  and  flow. 
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Obviously,  a  final  plan  for  a  sewer  system  can  not  be  elaborated  until 
these  fundamental  questions  of  filling  are  settled.  All  these  investi- 
gations are  in  an  active  and  forward  state  of  progress  although  not 
yet  complete.  While  it  is  obviously  imperative  to  complete  both  the 
water  supply  and  sewer  systems  for  the  cit^  of  Colon  at  the  earliest 
date  practicable,  the  relatively  small  population,  probably  not  exceed- 
ing 6,000,  and  the  close  proximity  of  the  sea  water  of  the  bay,  make 
it  more  eas}'  to  control  the  sanitary  conditions  throughout  the  period 
required  for  the  maturing  and  execution  of  satisfactory  water  and 
sewer  plans  than  would  otherwise  be  the  case. 

To  sum  up  the  situation,  therefore,  it  may  be  stated  that  the  requi- 
site surveys  and  investigations  necessary  as  a  basis  for  complete  and 
satisfactorv  plans  for  water  supply  and  sewer  systems  for  the  city  of 
Colon  are  being  actively  prosecuted  and  will  be  completed  at  an  early 
date. 

ENGINEERING   AND  CONSTRUCTION  OPERATIONS. 

The  engineering  work  of  the  Commission  had  its  beginning  in  the 
organization  of  four  engineering  parties,  each  in  charge  of  a  resident 
engineer.  This  preliminary  work  was  begun  in  thfi  early  part  of 
1904,  immediately  after  the  return  of  the  Commission  from  its  first 
visit  to  the  Isthmus  during  the  month  of  April.  At  this  time  the  chief 
engineer  had  not  been  appointed.  The  first  of  these  engineering  par- 
ties sailed  from  New  York  about  the  middle  of  May,  1904,  and  the 
remainder  of  this  preliminary  force  followed  soon  after. 

The  engineering  force,  to  which  was  assigned  the  work  of  making 
surveys  for  and  the  construction  of  waterworks  and  sewer  systems  for 
Panama  and  Colon,  was  organized  the  latter  part  of  June'and  sailed 
for  the  Isthmus  shortly  thereafter.  These  preliminary  engineering 
forces,  five  in  all,  embraced  a  total  of  about  100  men. 

Mr.  John  F.  Wallace,  chief  engineer,  as  above  stated,  entered  upon 
his  duties  on  June  1,  1904. 

The  field  work  of  the  engineering  force  of  the  Commission  naturally 
being  preliminary  to  construction  and  having  for  its  first  purpose  the 
execution  of  such  surveys  and  investigations  as  will  furnish  the  data 
for  the  determination  of  the  main  features  of  the  entire  project  of  a 
ship  canal  between  the  Pacific  and  Atlantic  oceans,  was  necessarily 
planned  largely  in  view  of  the  great  amount  of  work  alreadj^  per- 
formed by  the  old  and  the  new  Panama  Canal  companies  and  bore 
some  relation  to  the  tentative  plans  developed  by  the  lormer  Isthmian 
Canal  Commission.  At  the  same  time  the  engineering  work  of  the  pres- 
ent Commission  was  undeilaken  with  the  view  of  treating  the  entire 
project  with  complete  independence  of  anything  that  had  gone  before, 
so  far  as  a  general  plan  for  a  ship  canal  was  concerned.  Broadly 
stated,  the  Commission  has  before  it  at  the  outset  the  work  of  deter- 
mining whether  this  ship  canal  shall  be  a  sea  level  waterway  or  a 
canal  with  locks,  and  if  it  is  to  be  a  canal  with  locks  at  what  elevation 
the  summit  level  shall  be  placed  and  what  shall  be  the  location,  num- 
ber, and  lift  of  the  locks.  At  the  same  time  the  great  question  of 
water  supply  of  the  canal,  the  control  of  the  Chagres  River,  especially 
when  in  flood,  and  certain  larger  details  of  alignment,  section  of  prism 
and  plans  of  harbors  at  the  two  termini  of  the  canal  and  other  questions 
of  less  magnitude  are  to  be  conclusively  settled.  The  disposition  of 
the  engineering  forces  organized  at  the  beginning  of  the  Commissioa'a 
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work  was  made  so  as  to  attack  these  problems  efficiently  and  in  such 
order  as  to  lead  to  the  earliest  possible  beginning  of  actual  work  of 
eonstruction. 

When  the  United  States  Government  took  possession  of  the  canal 
property  on  the  Isthmus  the  New  Panama  Canal  Company  had  about 
700  men  engaged  in  the  work  of  excavation  at  the  deepest  part  of  the 
OTeat  Culebra  Cut,  in  connection  with  the  occasional  use  of  one  or  two 
bucket  excavators  of  the  type  in  use  by  the  Old  Panama  Canal  Com- 

Eny  during  its  period  of  activity  between  the  years  1881  and  1889. 
addition  to  this  excavating  machinery,  in  ill-working  condition  at 
Culebra,  an  immense  amount  of  plant  and  material  of  almost  every 
conceivable  kind,  and  which  has  been  fully  described  in  the  report  of 
the  former  Isthmian  Canal  Commission,  came  into  the  possession  of 
tlie  United  'States  Government  in  the  transfer  of  the  canal  property. 
Much  of  this  plant  and  material  is  located  in  warehouses  at  a  number 
of  points  on  the  canal  line  between  Colon  and  Panama,  while  the 
remainder  is  distributed  without  cover  along  considerable  portions  of 
the  line. 

Immediately  upon  the  arrival  of  the  chief  engineer  at  Panama,  the 
working  force  at  Culebra  was  entirely  reorganized  so  as  to  bring  it 
into  a  more  efficient  condition,  the  plant  was  overhauled,  repaired,  and 
made  more  effective,  and  at  the  same  time  a  system  of  field  accounts 
and  reports  was  devised  and  put  into  use  so  that  a  complete  record  of 

Erogress  and  cost  of  all  classes  of  work  being  prosecuted  might  daily 
B  maintained.  Three  other  excavators  in  the  vicinity  of  the  Culebiti 
Cut  were  repaired  and  brought  into  effective  working  condition.  This 
reorganized  force  has  been  maintained  and  improved  so  that  it  mi^ht 
be  conserved  as  a  nucleus  from  which  the  ultimate  complete  workmg 
force  of  the  entire  canal  construction  can  be  developed. 

Up  to  the  month  of  October  this  force  became  smaller  than  when  it 
was  originally  turned  over  by  the  French  company,  but  owing  to  the 
gradual  increase  of  working  plant,  chiefly  by  the  purchase  of  large 
steam  shovels  from  the  United  States,  an  additional  force  will  soon  be 
necessitated  and  engaged.  It  is  expected  that  this  increase  of  labor 
force  with  the  increase  of  plant  will  be  constantly  maintained.  The 
revival  of  the  work  of  construction  of  the  canal  and  the  maintenance 
of  this  organized  force  is  proving  to  be,  as  was  intended,  an  inviting 
center  toward  which  efficient  laborers  are  moving. 

SANITATION, 

Appreciating  the  importance  of  taking  every  possible  precaution  for 
the  protection  of  the  health  of  the  employees  of  the  Commission  on  the 
Isthmus,  as  well  as  of  the  inhabitants  of  the  Canal  Zone,  the  Commis- 
sion lost  no  time  in  organizing  a  health  department.  Preliminary 
steps  were  taken  in  April.  The  Commission  on  its  first  visit  to  the 
Istnmus  was  accompanied  by  Dr.  W.  C.  Gorms,  colonel,  U.  S.  Army; 
bv  Dr.  John  W.  Boss,  U.  S.  Navy;  by  Dr.  L.  A.  La  Garde,  major, 
if.  S.  Army,  and  an  engineer  officer  of  the  Army,  Capt.  (now  Maj.) 
C.  E.  Gillette — all  of  whom  were  detailed  for  the  special  service 
required  by  the  Commission  relating  to  a  study  of  conditions  as  they 
existed  on  the  Isthmus  at  the  time  of  taking  possession  of  the  canal 
properties  by  the  United  States. 
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The  medical  officers  aboved  named  are  of  the  staflf  which  opei*aied 
with  such  signal  success  during  the  American  occupation  of  Cuba,  and 
all  have  found  places  on  the  staff  of  the  medical  department  of  the 
Commission  as  subsequently  organized. 

This  first  inspection  of  conditions  preceded  by  a  few  weeks  the  formal 
transfer  of  the  canal  properties  and  led  to  recommendations  which 
enabled  the  Commission  to  announce  a  preliminary  organization  of  the 
health  department  almost  as  soon  as  it  was  placed  in  control  of  the 
canal  properties  and  of  the  Canal  Zone.  The  final  organization  of  the 
health  department  was  perfected  in  August. 

It  was  fullv  realized  that  the  reputation  of  the  Isthmus  of  Panama 
for  unhealthfulness — whether  this  reputation  was  deserved  or  not — 
justified,  and,  in  fact,  made  imperative  the  adoption  of  extreme  meas- 
ures for  the  prevention  and  cure  of  disease.  Adequate  provision  has 
therefore  been  made  to  prevent  the  introduction  of  contagion,  to  wage 
effective  war  against  the  disease-spreading  mosquitoes,  and  for  the 
efficient  care  of  the  sick.  This  has  oeen  done  not  only  with  due  regard 
to  the  immediate  requirements,  but  the  organization  of  the  department 
is  such  that  it  can  be  enlarged  and  expanded  as  may  be  required  to 
meet  any  emergency. 

The  department  of  health,  with  jurisdiction  extending  beyond  the 
limits  of  the  Canal  Zone  into  the  cities  of  Colon  and  Panama  and  over 
the  waters  adjacent  thereto,  is  a  branch  of  the  government  of  the 
Canal  Zone  and  has  been  made  an  administrative  department  of  the 
Canal  Zone  government. 

The  affairs  of  the  health  department  are  administered  by  a  board  of 
health,  composed  of  four  members,  as  follows:  The  chief  sanitary  offi- 
cer, the  director  of  hospitals,  the  chief  quarantine  officer,  and  the  chief 
sanitary  inspector  of  the  Canal  Zone. 

The  chief  sanitary  officer  has  been  made  the  executive  head  of  the 
department,  empowered  to  direct  its  operations,  enforce  sanitary  r^- 
ulations,  and  report  to  the  governor  relative  to  the  operations  of  the 
department. 

Under  the  chief  sanitary  officer  are  the  following  subdepartments 
and  subofficers:  A  suhdepartment  of  hospitals,  under  a  director  of 
hospitals,  embracing  a  hospital  at  Ancon,  a  hospital  at  Colon,  three 
emergency  hospitals,  and  several  additional  dispensaries  along  the  line 
of  the  canal;  a  maritime  quarantine  service;  a  sanitary  service  for  the 
Canal  Zone;  a  Panama  health  office,  and  a  Colon  health  office. 

There  were  found  upon  the  Isthmus,  as  a  part  of  the  Canal  proper- 
ties, an  extensive  hospital  established  at  Ancon,  immediately  adjacent 
to  Panama,  located  on  the  northeasterly  slope  of  the  hill,  from  which 
it  takes  its  name,  and  a  hospital,  or  rather  sevei*al  neglected  hospital 
buildings,  at  Colon.  Both  of  these  hospitals  were  without  adequate 
medicalstaffs  and,  in  lieu  of  trained  nurses,  the  Sisters  of  the  Order 
of  Saint  Vincent  de  Paul  attended  upon  the  sick. 

The  buildings  of  the  hospital  at  Ancon  were  found  to  be  in  faircon- 
dition,  all,  however,  requiring  more  or  less  repair.  These  buildings 
were  all  originally  well  constructed,  resting  upon  masonary  piers  and 
having  tile  roofs.  They  are  being  repaired  and  adapted  to  modem 
hospital  requirements  as  rapidly  as  possible. 

The  capacity  of  Ancon  hospital  is  about  600  beds,  but  in  case  of  an 
emergency  sufficient  ward  space  is  available  to  place  upward  of  700 
beds. 
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Two  of  the  ward  buildings  at  Ancon  were  found  to  be  in  possession 
of  and  used  by  a  local  organization  known  as  the  ^'Comision  de  Bene- 
ficencia,"  which  was  organized  for  the  care  of  the  strangers  becoming 
sick  at  Panama.  The  lease  of  these  buildings  to  this  society  was  ter- 
minated by  the  Commission,  and  the  Comoussion  assumed  the  care  of 
the  patients  who  were  in  this  hospital. 

Besides  tiie  hospital  buildings  already  referred  to  as  forming  part 
of  the  canal  properties  at  Colon,  there  is  at  Colon  a  second  hospital 
owned  and  operated  by  the  Pa^iama  Railroad  Company.  This  hospi- 
tal is  tx^  he  transferred  to  the  Isthmian  Canal  Commission,  and  will 
form  a  part  of  the  Commission's  Colon  hospital. 

The  work  of  repairing  and  remodeling  the  hospital  buildings  at 
Colon  is  already  well  advanced,  and  some  additional  structures  are 
being  erected,  it  being  the  purpose  of  the  Conunission  to  bring  the 
Colon  hospital  to  a  capacity  of  about  300  beds. 

In  addition  to  the  nospitals  at  both  ends  of  the  canal,  emergency 
hospitals,  each  with  a  capacity  of  four  to  eight  beds,  are  to  be  estab- 
lished as  may  from  time  to  time  be  requireaalong  the  line  of  the  canal 
at  points  where  a  considerable  number  of  canal  laborers  or  inhabitants 
of  the  Zone  may  be  resident.  Three  such  emergency  hospitals  have 
already  been  authorized,  being  located  at  Culebra,  at  Gorgona,  and 
at  Bohio.  The  physician  at  each  of  these  emergency  hospitals  will 
also  be  in  charge  of  a  dispensary.  Two  additional  aispensaries  not 
combined  with  emergency  nospitals  have  been  authorizea. 

All  employees  of  the  Commission  stationed  upon  the  Isthmus  are 
entitled  to  free  medical  treatment  and  medicines.  It  is  proposed  to 
care  for  the  sick  in  the  hospitals  in  all  cases  of  serious  illness.  The 
patients  not  only  receive  better  care  in  the  hospitals  than  they  could 
elsewhere,  but  the  special  precautions  taken  at  the  hospitals  to  pre- 
vent the  spread  of  disease  by  insects  safeguard  the  public  health. 

It  bein^  a  special  duty  of  the  board  of  bealth  to  prevent  the  spread 
of  contagious  and  infectious  diseases  and  to  stamp  out,  if  possible,  the 
malarial  types  of  fever,  unusual  efforts  are  being  made  to  destroy 
the  mosquitoes  which  spread  yellow  fever,  malarial  fevers,  and  other 
diseases.  This  work  has  been  intrusted  in  the  Canal  Zone  to  a  well 
organized  staff  of  sanitary  inspectors.  Water  containers  are  being 
covered,  ponds  and  pools  of  standing  water  are  being  drained  or  cov- 
ered with  oil  to  prevent  the  breeding  of  mosquitoes,  and  special  care 
is  taken  to  dispose  properly  of  all  filth  accumulations  and  waste  of  all 
kinds.  The  Commission,  after  careful  consideration,  has  thought  it 
desirable  to  incorporate  its  sanitary  rules  and  regulations  in  a  law 
which  is  elsewhere  published  as  a  part  of  this  report. 

There  has  also  been  organized  an  effective  quarantine  service  and 
there  are  now  being  established  thoroughly  equipped  quarantine 
stations,  one  on  the  ii^and  of  Flamenco,  near  Panama,  and  the  other 
on  the  hospital  grounds  at  Colon.  The  quarantine  regulations  will  be 
found  published  in  the  laws  of  the  Canal  Zone. 

Hie  treaty  between  the  United  States  and  the  Republic  of  Panama 
makes  it  incumbent  upon  the  Government  of  the  Bepublic  of  Panama 
to  enforce  such  sanitary  rules  and  regulations,  as  may  be  prescribed 
for  Panama  and  Colon  by  the  United  States.  The  Commission  has 
adopted  such  niles  and  regulations,  not  only  for  Colon  and  Panama, 
but  also  lor  the  quarantine  service  at  these  ports.  These  regulations 
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are  being  put  into  effect  bv  the  proper  authorities,  and  in  case  of  fail* 
ure  to  comply  therewith  the  Commission  will,  as  authorized  by  the 
treaty,  take  tne  necessary  steps  to  enforce  the  same.  The  Commission 
has  named  health  officers  for  each  of  the  cities  of  Panama  and  Colon, 
whose  duties  are  to  supervise  the  work  of  sanitation  in  these  cities 
and  to  take  cognizance  of  all  suspected  cases  of  contagious  or  infec- 
tious disease.  The  board  of  health  of  the  Commission  is  charged  with 
the  duty  of  prompt  action  in  all  such  cases,  it  being  the  policy  of  the 
Commission  to  have  all  persons  afflicted  with  yellow  fever  or  similar 
diseases  cared  for  in  such  a  way  as  to  reduce  the  danger  of  a'  spread 
of  the  disease  to  a  minimum. 

After  a  careful  investigation  of  the  reijuirements  of  the  health 
department,  it  was,  at  the  time  of  its  organization,  estimated  that  the 
expenditure  for  repairs  to  buildings,  the  erection  of  new  buildings, 
proper  equipment  thereof,  medicines  and  supplies,  and  compensation 
of  the  staff  of  employes  would  aggregate,  in  the  ten  months  of  servioe 
succeeding  August,  1904,  about  |l,  100,000.  The  expenditures  during 
the  next  year  may  possibly  exceed  $800^000.  It  can  not  now  be  for- 
seen  whether  the  expenditures  of  this  department  will  continue 
throughout  the  entire  period  of  the  canal  construction  as  the  above 
figures  indicate,  or  whether  the  experience  of  the  first  few  yeai"s  will 
justify  a  decrease,  or  will  demand  additional  allowances.  It  is  confi- 
dently hoped  by  the  Commission  that  the  diseases  prevalent  in  the 
past  upon  the  Isthmus,  and  which  have  given  it  its  baa  reputation  for 
unhealthfulness,  will  be  brought  under  control  and  that  epidemics  of 
disease  will  be  entirely  prevented. 

As  soon  as  the  Commission  has  decided  upon  the  details  of  the  great 
canal  proiect,  steps  will  be  taken  to  bring  an  ample  supply  of  water  of 
good  quality  to  every  settlement  along  tne  line  of  the  canal. 

As  the  Commission  is  interested  in  preventing  the  spread  of  disease, 
inquiry  has  been  made  relating  to  the  care  of  the  sick  by  the  Panaman 
authorities.  All  institutions  in  which  the  indigent  or  afflicted  are  cared 
for  were  found  to  be  in  deplomble  condition;  but  there  is  some  promise 
of  improvement.  There  is  a  city  hospital  at  Panama ,  known  as  the  Hos- 
pital San  Tomas,  which  is  managed  by  a  board  of  five  directors.  It  has  an 
incomeof  about|l,600  silver,  per  month,  mainly  contributed  by  the  Gov- 
ernment of  the  Republic  of  Panama.  The  number  of  sick  in  this  hospital 
during  last  summer  averaged  about  150.  Patients  at  this  hospital  are 
charged  for  medical  attendance  and  care  at  rates  dependent  upon  the 
financial  ability  of  the  patient  to  pay.  Soldiers  are  charged  60  c^nts 
silver  per  day  and  policemen  $1  silver.  The  indigent  of  the  Republic 
of  Panama,  and  those  afflicted  with  chronic  ailments,  are  cared  for  at 
Panama  in  an  almshouse,  known  as  ^'Asilo  de  Bolivar."  This  has  at 
present  about  70  inmates,  and  is  managed  by  a  committee  appointed  by 
the  President  of  the  Republic.  Its  buildings  and  grounds  belong  to 
the  Republic.  It  has  a  regular  income  of  between  $600  and  $700  silver, 
per  month,  in  addition  to  some  private  subscriptions.  Should  it  ever 
become  apparent  that  the  poor,  the  aged,  the  infirm,  and  vagrants  of 
Panama  as  well  as  of  the  Canal  Zone  must  be  cared  for  by  the  govern- 
ment of  the  Canal  2k>ne  as  a  measure  to  prevent  the  spread  of  oisease, 
a  plan  is  in  contemplation  which  will  distribute  this  burden  equitably 
between  the  two  Governments  interested. 

The  Republic  of  Panama  at  present  has  no  suitable  provision  for  the 
care  of  lepers  nor  for  the  care  of  the  insane.    There  has,  however. 
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recently  been  made  by  the  Republic  of  Panama  an  appropriation  of 
^0,000  silver  for  the  construction  of  new  buildings  in  which  leperst 
are  to  be  cared  for.  The  insane  are  kept  confined  in  a  few  rooms  at 
the  cit^  prison  at  Panama.  It  is  quite  probable  that  means  may  be 
found  in  the  future  for  the  joint  care  of  lepers  and  the  insane  by  the 
Republic  of  Panama  and  the  Canal  Zone  governments. 

In  the  management  of  its  hospitals  and  its  dispensaries  it  is  the  plan 
of  the  Commission,  as  already  stated,  to  grant  free  treatment,  care,  and 
medicines  to  its  employees;  all  other  persons  receiving  treatment  or 
furnished  with  medicines  are  expected  to  pay. 

In  the  case  of  such  service  rendered  to  employees  of  the  Panama 
Railroad  Company  or  to  those  of  steamship  lines,  special  rates  have 
been  fixed.  In  other  cases  the  charges  made  must  depend  largely 
upon  the  ability  of  the  patients  to  pay. 

SYSTEM  OF  AOOOUNTING. 

Being  entrusted  with  the  expenditure  of  large  sums  of  money  the 
Commission  has  not  been  unmindful  of  the  fact  that  full  and  complete 
accounting  of  its  expenditures  is  required^  and  that  disbursement  of 
the  funds  placed  at  its  disposal  must  be  so  safeguarded  that  the  risk 
of  loss  by  error  or  by  dishonest  acts  of  its  employees  will  be  reduced 
to  a  minimum.  It  was  not  possible  to  introduce  a  system  of  classifi- 
cation of  accounts  until  the  Commissioners  and  the  heads  of  the 
departments  which  it  had  organized  had  become  familiar  with  their 
duties  and  the  practical  conduct  of  their  affairs,  which  relate  not  only 
to  the  canal  construction  work,  but  also  to  the  governing  of  the  Canal 
Zone,  the  levying  and  collection  of  taxes  and  imposte,  the  protection 
of  the  public  hcfUth  in  the  Canal  Zone  and  in  the  cities  of  Panama  and 
Colon,  and  the  construction  of  sewerage  and  waterworks  systems  for 
these  cities.  The  purchase,  care,  and  issuance  of  machinery,  instru- 
ments, material,  and  supplies  also  required  consideration  in  the  plan 
of  accounting.  As  the  several  departments  operating  under  the  Com- 
mission are  not  yet  fully  organized  it  goes  without  saying  that  the 
system  of  accounting  will  remain  for  some  time  in  a  similar  process 
of  further  development. 

The  first  steps  looking^  toward  the  adoption  of  a  system  of  account- 
ing on  most  advanced  lines  were  taken  within  a  few  days  after  the 
organization  of  the  Commission.  This  matter  also  received  attention 
during  the  fii*st  visit  of  the  Commission  to  the  Isthmus,  in  April. 

As  soon  as  a  disbursing  officer  had  been  selected,  conferences  with 
the  representatives  of  tne  Secretary  of  the  Treasury  and  with  the 
Auditor  for  the  State  and  other  Departments  were  arranged,  and 
along  lines  suggested  by  the  Commission,  a  plan  of  classification  of 
accounts  was  elaborated  and  subsequently  adopted  by  the  Commission. 
This  could  not  be  done,  however,  until  after  the  operations  on  the 
Isthmus  had  been  sufficiently  studied  and  analyzed.  The  Commission 
was  therefore  accompanied  on  its  August  and  September  trip  to  the 
Isthmus  by  its  treasurer  ^disbursing  officer),  A.  S.  Kenny,  Paymaster- 
General.  U.  S.  Navy  (retired),  and  by  a  deputv  auditor,  and  adopted 
a  classification  of  accounts  on  the  recommendation  of  its  treasurer. 
This  classification  is  simple,  sufficiently  elastic  to  permit  expansion  or 
contraction  to  any  extent  hereafter  desired,  and  so  arranged  that  it 
ishows  tlie  amount  of  money  expended  for  all  purposes,  suitably  and 
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minutely  classified.  In  thi^  system  of  accounts  the  expenditures  wiD 
be  grouped  in  seven  main  classes:  General  administration;  govern- 
ment of  Canal  Zone;  sanitation;  canal  construction;  land,  buildings, 
and  plant;  material  and  supplies  department,  and  deterioration  and 
loss. 

Each  of  these  main  classes  has  its  subclasses,  which  are  again  divided, 
provision  being  made  at  the  outset  for  entries  under  more  than  400 
different  headings. 

As  the  Commission's  work  progresses  it  will  always  be  possible  to 
give  precise  and  correct  information  of  the  cost  of  any  portion  thereof 
and  to  account  fully  for  all  moneys  received. 

The  disbursements  of  money  will  be  made  in  the  method  customary 
with  the  various  Departmente  of  the  Government.  The  disbursing 
officer  of  the  Commission  pays  bv  check  upon  the  United  States 
Treasury.  All  demands  will  pass  through  the  office  of  the  auditor  of 
the  Commission  before  being  paid. 

Disbursing  officers  are  stationed  on  the  Isthmus  as  well  as  at  Wash- 
ington, and  the  auditor  will  have  his  duties  divided  between  the  Isth- 
mus oi  Panama  and  Washington. 

In  its  organization  of  the  government  of  the  Canal  Zone  the  Com- 
mission has  provided  that  the  disbursing  officer  of  the  Commission 
stationed  on  the  Isthmus  shall  also  be  treasurer  of  the  Canal  Zone  gov- 
ernment. It  has  similarly  provided  that  the  Commission's  auditor 
shall  be  auditor  for  the  Canal  Zone  government. 

The  Commission  proposes  to  introduce  such  systems  of  supervision, 
control,  and  inspection  of  its  employees  and  their  accounts  and  of  the 
several  departments  and  subdepartments  that  misappropriation  or 
embezzlement  of  public  moneys  can  not  escape  detection,  and  so  far 
as  means  can  be  devised,  will  be  prevented. 

MATERIAL,  8VPPLIES,  AND  MACHINERY. 

It  was  found  by  the  Commission,  soon  after  its  appointment,  that  the 
rapid  development  of  the  work  and  the  possession  of  material  acquired 
by  purchase  from  the  French,  made  necessary  the  or^nization  of  a 
department  of  material  and  supplies.  Therefore  the  ODmmission,  on 
August  31,  then  being  on  the  Istnmus,  adopted  the  following  resolution: 

Reaolvedy  That  there  shall  be  on  the  Isthmus  a  separate  division  of  the  canal  on^n- 
ization,  known  as  the  material  and  supplies  department,  and  a  head  thereof  known 
as  the  chief  of  the  material  and  supplies  department,  who  shall  report  to  and  be 
directly  responsible  to  the  Isthmian  Canal  Commission. 

The  chief  of  the  material  and  supplies  department  shall  be  chaiiged  with  the 
receipt,  inspection  on  the  Isthmus,  custody,  care,  shipment,  transfer,  issue,  and  dis- 
position of  all  supplies,  material,  equipage,  and  floating  equipment  uniasaed  and  not 
in  actual  use. 

The  chief  of  the  material  and  supplies  department  shall  be  char^^  with  a  rigid 
responsibility  for  the  care,  protectfon,  and  issue  of  supplies  and  equipafj^e,  and  shall 
store,  guard,  and  protect  the  same  in  every  way  in  his  power  from  deterioration  and 
loss.  He  shall  use  due  diligence  in  determining  the  best  use  to  which  materi^s  on 
hand  can  he  put,  and  shall  suggest  substitution  of  such  material  of  cheaper  or  lower 
grade  when  the  same  can  be  used  to  advantage,  and  in  no  case  shall  he  iasue  con* 
pt ruction  material  of  recent  j)urchase  where  supplies  on  hand  and  acquired  from  the 
Panama  Canal  Company  can,  in  the  opinion  of  the  chief  engineer,  be  used  economically. 

The  governor  of  the  Canal  Zone,  acting  for  the  executive  branch  of  the  govern- 
ment of  the  Zone,  and  the  chief  engineer,  acting  for  the  department  of  engineerme 
and  construction,  shall  have  authority  to  decide  on  the  suitability  of  any  and  all 
supplies  furnished,  and  their  requisitions  for  such  materials  as  are' on  thelstiu&aa 
phatl  be  promptly  filled  without  reference  to  a  higher  authority. 
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The  chief  of  the  material  and  sapplies  department  shall  not  issue  proi)erty  of  any 
nature  without  requiaition  from  the  department  requiring  it,  nor  shall  he  cause  to  be 
purchased,  manufactured,  or  procured  in  any  manner  any  commodity  without  the 
advice  and  consent  of  the  department  for  which  it  is  recjuired.  He  shall  afford 
every  facility  to  the  heads  of  departments  to  examine  matenal  and  supplies  on  hand 
and  to  procure  information  respecting  the  cost,  stock  on  hand,  time  of  delivery, 
status  oi  requisition,  and  similar  matters. 

The  chief  of  the  material  and  supplies  department  shall,  on  or  before  July  31  of 
each  year,  render  an  annual  report  to  the  Commission,  brought  down  to  June  30  of 
said  year,  and  also  such  special  reports  as  may  be  called  for. 

Mr.  E.  C.  Tobey,  paymaster,  U.  S.  Navy,  who  had,  up  to  this  time, 
served  as  disbursing  oflScer,  was  appointed  chief  of  this  department. 

It  is  now  proposed  to  extend  the  scope  of  this  department  to  include 
a  commissary,  the  service  of  which  shall  be' limited  to  the  American 
employees,  of  whom  there  are  now  about  600  on  the  Isthmus.  This 
Dumber  will  be  largely  increased  at  such  time  as  the  general  execution 
of  the  work  is  commenced. 

While  it  is  not  desired  to  interfere  with  the  local  trade  in  food  and 
other  personal  supplies,  these  men  can  be,  with  justice,  considered  as  in 
a  position  similar  to  our  troops  stationed  at  remote  posts,  or  in  our 
insular  possessions — for  instance,  the  battalion  of  marines  now  at 
Emperador — and  as  entitled  to  sucn  facilities,*  comforts,  and  protection, 
at  reasonable  rates,  as  the  Government  properly  affords  to  its  Army 
and  Navy  while  on  foreign  duty. 

Connected  with  the  work  of  this  department  was  the  appointment 
of  a  board  of  inventory  and  appraisal  of  the  material,  machmery,  and 
other  movable  property  acquired  from  the  New  Panama  Canal  Com- 
pany and  now  on  the  Isthmus  of  Panama.  The  three  members  of  this 
board  were,  respectively,  appointed  by  the  Commission,  the  chief 
engineer,  and  the  chief  of  tne  department  of  material  and  supplies, 
ana  its  conclusions  are  subject  to  revision  by  these  heads  of  department. 
The  work  of  this  board  is  of  extreme  difficulty,  as  the  subject  of  the 
inventory  and  appraisal  is  of  the  most  varied  character,  is  in  all  con- 
ditions from  worthless  to  good,  and  is  scattered  throughout  many 
storehouses  and  50  square  miles  of  jungle.  As  soon  as  this  survey 
and  inventory  is  completed  it  is  intended  to  collect  in  storehouses, 
classify,  and  protect  from  further  deterioration  all  articles  for  which 
a  future  use  can  be  discovered.  The  following  list  of  the  more  impor- 
tant articles  is  abstracted  from  the  books  oi  the  New  Panama  Canal 
Company: 

Eailioad  track:  Meters. 

Track  in  place 168,612.40 

BailB  in  store 115,096.10 

Total 0283,708.50 

Deeraville  track: 

Track  in  place 6,473.80 

Tnck  in  store 99,224.16 

Ttotal 6105,697.96 

a£qual8  176.2  miles.  ^Equals  66.6  miles. 
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Items. 

Quantity. 

Book  value. 

Floftti  nff  Appantuff  for  drllllDflr .........................««...* 

1 

2 

7 

780 

22 

14 

2 

8 

10 

88 

1 

67 

21 

8,821,831 

1,877,780 

800 

1 

20 
80,^50 

1 

2 

86 

11.480,861 

278 

6 

158 

212 

14 

84 

2 

10 

10 

10 

189 

7 

128 

800 

12 

4 

58 

9 

2 

6 

6 

202 

140 

6,473.80 

168,612.40 

8906 

658 

8 

18 

4 

4,660 

99.224.16 

280,192.25 

7 

4 

1 

1 

4 

17 

10 

2 

5 

12 

161 

12» 

8 

28 

17 

29 

41 

6 

1K2,887.60 

83,700.00 

Boring  apparatus Jl 

Armatores  for  shaft 

54.600.00 
74.8S6.76 

Hand  clapets 

1,085.700.00 

Steam  clapets... 

4,010,680.00 

Cistern  boats 

284,360.00 

P\imp  barges ...          ....  .      ..  .. ....• 

189,216.00 

Eingines  for  concrete  construction .•.•••.. 

73,¥i0.00 

M iscel Ian eotis yawls .... ................•.■.> 

73,950.00 

Steamboat  "AbeiUe" 

9,000.00 

Miscellaneous  barges 

1,812,247.00 

Steftm  launches .\ 

825,991.00 

Framing  for  loclu ^ kilos.. 

Framing  for  locks do.... 

Centerings  for  tunnel 

2.178,611.86 

1,444,669.00 

106.658.15 

Diving  bell 

47,646.96 

Bruising  mills 

188,712.58 

Pipes  iiT place  for  water  supply ....meteis.. 

222,865.20 

Miscellaneous  dredges 

14, 847, 668.  GO 

JEIunt  elevator 7. 

85.678.28 

Excavator  dredges 

880,852.00 

Excavators , 

7, 616;  707. 60 

Cast  iron  for  locks kilos.. 

M^welianeous cranes ......a...  . 

6,648,409.60 
6,416,571.00 

Handcars 

4^650.80 

Miscellaneous  locomobiles 

8,009,650.00 

Franco-Belgian  locomotives .' 

11,092,696.00 

Decauvlllelocomotives 

204.000.00 

Am«riciin  locomotives.......... ^  .^..^^    ^        *    ..  .xx^..*.. ....... 

1,002, 97a  88 

Locomotives  with  winch 

52,500.00 

Lorys 

4.820.00 

Flat  barges 

84,700.60 

Moton 

86l400.00 

Miscellaneous  rock  drills 

600,lG3w72 

Turntables  for  track 

60,600.00 

Turntables  for  Decauville  track 

24,671.25 

M^M^el  laneoufl  pumps 

1,662, 277.  U 

Bridges .".....' * 

8,988,610.82 

Pontoons..... 

1,116,991.50 

Push  cars 

24,496.00 

1,212,471.09 

Seismographs 

4^092:5 

BuctioiT  dredges 

260,260.00 

Earth-dug  transporters......... .............. ..xx*xxx*  xx.-.x.x^x.x.. ...... 

824,274.00 

Hand  winches. r .................x.x'xxxxxx.      x.xx x. 

»;49a:2o 

Bteam  winches ........,................x.xx*x..a  xxxxx.x  x    .  ...... 

1,452,117.06 

Decauville  track  in  place meters.. 

75.200.90 

Track  in  place do.... 

Dump  cars,  6.8  meters 

411,885.88 
18,215,964.86 

Dump  cars,  4.8  meters 

1,837,562.40 

Dump  cars,' 8.8  meteis , 

O;  600. 66 

Cistern  cars 

45,250.00 

Trunway  can 

2,700.00 

TroUeys 

1,476,268.00 

Decauville  track  in  store         .  '                                                       meters 

Railroad-track  rails  in  store  ..........................     ...  ..        do.... 

Lidgerwood  cables 

224,000.00 

TMt4> and  Pichat cables XX 

200,000.00 

Bridge  Bache 

2,128,2Sa00 

Metallic  bridge 

Sharpening  machines 

8,080.00 

Benoing  machines 

20;  832. 20 

71,469.17 

Shaping  machines............................................. 

2,188.61 

Mortising  machines 

27, 16a  00 

Plani  n  bt  machines 

67,219.00 

Punching  machines 

171,460.00 

Shearlng'machines • • 

109,674.00 

Riveting  machines 

14,250.00 

B'^it^ci^ii^tng  machines ....••.•.•..■■....■.••.... 

89.592.50 

Miifceiiftneous  machines  (cut  iMii>er.  rrind  paints) 

80,774.45 

ei^eiKth^7..v!!^:.?.7.:^^^^ 

149,755.00 

Miscellaneous  taming  lathes 

Cupolas 

161,800.10 
14,9ia00 

Total 

96,879,841.08 

Tolne  Of  French  fimiM,  lOftoenls;  98,879,841.60  ftancs- 018,987,8001481 
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The  total  value  of  the  property  as  entered  in  these  books  is  about 
139,000,000,  but  it  must  be  understood  that  this  is  merely  a  book  value, 
of  which  only  a  small  part  can  be  realized  by  the  Commission  under  the 
most  careful  management. 

It  is  satisfactor;^  to  report  that  more  of  this  material  than  was 
expected  is  either  in  serviceable  condition  or  can  be  made  so  by  rea- 
sonable rei>airs.  The  machine  shops  at  Bas  Matachin,  while  not 
equipped  with  modern  tools,  were  found  in  good  condition,  and  are 
now  I'endering  excellent  service  in  making  these  repairs.  Much  of  the 
other  materials  and  equipment,  although  not  abreast  with  modern 
invention,  can  be  made  more  or  less  useful.  For  instance,  there  are 
about  143  miles  of  56-pound  rail  and  a  large  amount  of  Decauville 
track  and  rolling  stock.  Probably  upward  of  two-thirds  of  the  4,000 
dump  cars  on  the  list  can  be  repaired  and  remodeled  so  as  to  be  put  to 
eood  use.  The  same  is  true  of  many  of  the  locomotives  and  much  of 
tne  floating  equipment.  The  locomotives,  which  are  of  both  American 
and  Belgian  build,  are  light  and  antiquated,  but  still  available.  Of  the 
dredges  and  derrick  boats  several^have  sunk  from  age  and  neglect,  but 
of  those  still  afloat  the  machinery  and  upper  works  are  fairly  good, 
but  in  jeopardy  from  the  rotten  condition  of  the  hulls,  the  repair  or 
rebuilding  of  which  is  a  subject  of  emergency. 

As  soon  as  the  C!ommission  was  appointed,  and  before  the  organiza- 
tion of  its  several  departments  was  practicable,  urgent  demands  arose 
for  supplies  of  various  kinds.  Under  this  condition  it  was  necessary 
that  some  considerable  purchases  should  be  made  in  open  market,  or 
by  the  invitation  of  propositions  from  well-known  dealers  in  various 
parts  of  the  country.  Great  care  was  taken,  in  the  issue  of  these 
mvitations,  to  avoid  partiality  to  individuals  or  to  localities,  and  in  all 
cases  the  freest  practicable  competition  was  sought.  Although  this 
is  a  method  of  purchase  recognized  and  approved  by  the  Government 
as  conducive  to  its  interest  in  cases  of  emergency,  and  although  the 
instances  in  which  it  was  used  by  the  Commission  were,  in  its  opinion, 
those  for  which  it  was  intended  by  the  Government,  yet  the  Commis- 
sion at  all  times  had  the  intention  of  resorting  to  the  method  of  pub- 
lic advertisement  as  soon  as  practicable  and  to  the  j^reatest  extent 
possible.  Therefore,  at  its  meeting  of  August  18,  whue  the  Commis- 
sion was  on  the  Isthmus  and  engaged  in  the  organization  of  its  various 
-departments,  it  was  resolved: 

That  hereafter,  so  far  as  practicable,  all  purchases  of  machinery,  material,  and 
sapplies  shall  be  made  after  due  advertisment  and  competition. 

This  policy  has  since  controlled  the  Commission  in  all  its  purchases, 
except  those  of  an  extremely  small  amount  or  those  similar  to  anaes- 
thetics or  disinfectants  urgently  needed  at  the  hospitals.  Even  those 
will  be  discontinued  as  soon  as  the  experience  of  the  heads  of  depart- 
ments enables  them  to  more  fully  foresee  all  of  their  needs. 

PANAMA  BAILBOAD. 

Part  of  the  property  sold  to  the  United  States  Government  by  the 
Canal  Company  was  68,887  shares  of  the  capital  stock  of  the  Panama 
Railroad  Company.  As  the  total  number  of  shares  was  70,000,  the 
Government  acquired  an  interest  amounting  to  98i  per  cent  of  the 
whole. 
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The  Panama  Railroad  has  had  a  long  and  eventful  histonr.  As  early 
as  1848  the  Republic  of  New  GranMa  granted  to  W.  H.  Aspinwall, 
John  Lloyd  Stephens,  Henr^  Chauncy,  and  associates,  the  exclusive 
privilege  of  establishing  a  railroad  between  the  two  oceans  across  the 
isthmus,  and  agreed  tmit  during  the  continuance  of  this  exclusive 
privilege  the  Government  of  New  Granada  would  neither  construct 
nor  permit  others  to  construct  a  maritime  canal  without  the  consent  of 
the  railroad  company.  In  the  following  year  the  legislatm*e  of  the 
State  of  New  York  by  a  special  act  incorporated  the  Panama  Railroad 
Company,  with  full  powers  to  construct  the  railroad  contemplated  by 
the  concession  of  the  Republic  of  Granada,  and  to  purchase  and  navi- 
gate such  vessels  as  might  be  proper  to. use  in  connection  with  the  said 
railroad.  The  Panama  Railroad  Company  has  continuously  existed 
and  exercised  its  rights  under  that  aot^  and  one  amendatory  thereof 
passed  in  1855,  fixing  the  amount  of  the  capitol  stock.  In  1850  the  Gov- 
ernment of  New  Granada  and  the  Panama  Railroad  Company  entered 
into  a  contract  covering  the  operation  of  the  road,  the  construction  of 
which  was  at  once  undertaken  and  ccunpleted  before  1855. 

The  Government  of  New  Granada  having  given  place  to  the  Republic 
of  Colombia,  the  latter,  in  1867,  gave  a  new  concession  to  the  Panama 
Railroad  Company.  In  the  case  of  similar  concessions  it  has  been 
usual  for  the  grantor  country  to  aid  by  subsidy  or  -guarantee  the 
grantee  company.  The  Panama  Railroad  Company  on  tne  other  hand, 
except  by  tne  receipt  of  certain  lands  along  the  route,  instead  of 
receiving  aid  has  been  compelled  to  pay  to  Colombia  $260,000  annu- 
ally, and  *'to  transport  free  of  charge  the  troops,  chiefs,  and  officers, 
and  their  equipage,  ammunition,  armament,  clothing,  and  all  similar 
effects  that  may  belong  to,  are  or  may  be  destined  for  the  immediate 
service  of  the  (jovernment  of  the  Republic  or  of  the  State  of  Panama, 
as  also  their  officials  in  service  or  in  commission,  and  those  individuals 
who,  with  their  families  and  baggage,  may  come  to  the  country  in  the 
character  of  emigrants,  and  of  new  settlers  with  the  permanent  char- 
acter of  such  for  account  of  the  Government,  up  to  the  number  of 
2,000  annually." 

When  the  property  purchased  from  the  Canal  Company  was  turned 
over  to  the  United  States  the  milroad  consisted  of  47.65  miles  of  single 
track  between  Colon  and  Panama.  In  addition  to  which  and  including 
the  yards  at  Colon,  Panama,  and  La  Boca  there  were  26.07  miles  of 
sidings.  The  general  condition  of  the  roadway  and  buildings  is  fair. 
The  railroad  equipment  consisted  of: 

Locomotives: 

Road 24 

Switch 11 

Passenger  cars: 

Special 5 

First  class S 

Oomposite,  first  and  second  class 2 

Second  class 9 

Baggage 7 

Freight  cars: 

Box 6S4 

Coal 173 

Flat .- 151 

Miscellaneous: 

Local  express 23 

Wrecking 1 
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MiBoeUaneons— Oontinaed. 

Gabooae : 5 

Specie 2 

Water 9 

Stock 9 

Boad  deprtme&t 11 

Stowa  pue  driver 1 

Nearly  all  this  equipment  is  old,  and  oonseouently  its  oondition  \s 
poor,  considerable  repairs  being  needed.  Of  the  locomotives  11  were 
m  good  oondition,  8  in  service  needing  light  repairs,  13  in  service 
needing  general  repairs,  6  out  of  service  undergomg  general  repairs, 
and  3  condemned.  Of  the  cars  5  passenjger,  2  baggage,  30  box,  50  coal, 
and  40  flat  required  general  repairs.  The  company  owns  fairly  well- 
fitted  and  equipped  jihops  for  the  repairs  of  its  equipment.  These  are 
located  at  Colon. 

Of  floating  equipment  the  company  owned  three  steamships : 


Name. 

Bunt 

QnMB 

tonnage. 

Lenirth. 

Bieadth. 

AIi|^nc« 

1886 
1883 
188S 

2,985 
2.604 

2,m 

FeH. 
808 
295 
880 

42.0 

Advance .' 

88.4 

Plngnee..,,,,.,, ». 

88.4 

These  ships  were  all  built  by  the  Delaware  River  Iron  Shipbuilding 
and  Engine  Works,  of  Chester^  Pa.  Previous  to  the  sale  of  the  rail- 
road the  last  two  ships  were  withdrawn  from  the  route  for  extensive 
repairs,  which  were  completed  during  the  past  summer,  when  the 
vessels  resumed  running.  In  the  work  of  repairs  the  ships  were 
given  new  boilers,  masts,  decks^  cabins,  keels,  and  plates  wherever 
necessary  in  order  to  secure  a  rating  of  A  1  until  1908.  The  repairs 
cost,  for  the  Advance^  $183,629.17,  and  for  the  Finance,  $187,347.95. 

During  the  time  these  two  steamers  were  withdrawn  from  service 
the  company  maintained  the  line  by  chartering  the  City  of  Washing- 
ton, the  Yucatan,  and  the  Seguranca.  On  the  return  of  the  Finance 
and  the  Advance,  the  City  of  Washinaton  and  the  Seguranca  were 
returned  to  the  owner,  the  Yucatan  being  kept  in  service,  as  four 
ships  are  required  to  equip  the  route.  In  November  the  Finance  lost 
her  rudder,  necessitating  her  withdrawal  from  the  line  for  several 
weeks  for  repairs.  This  deficiency  has  been  made  |^ood  by  a  tempo- 
rarj  rechartering  of  the  City  of  Washington.  This  steamer,  while 
waiting  to  be  docked,  has  since  been  further  damaged  by  fire. 

In  addition  to  the  right  of  way  and  ordinary  equipment  of  the  road 
the  railroad  company  owns  the  island  of  Manzanillo,  upon  which  the 
city  of  Colon  is  situated,  containing  approximately  700  acres,  except 
4  nectares  reserved  for  the  use  of  the  Colombian  Government,  the 
wharf  of  the  Royal  Mail  Steam  Packet  Company,  and  that  of  the 
Pacific  Mail  Steamship  Company. 

At  Colon  it  has  ofiSces,  residences,  stations,  freight  houses,  wharves, 
hotels,  church  buildings,  shops,  and  buildings  rented  to  employees. 
The  number  of  building  belonging  to  the  company  is  about  70.  A 
large  part  of  the  land  which  is  not  needed  by  the  company  at  Colon  is 
leased  to  tenants  upon  one,  five,  and  ten  year  terms. 

At  Panama  the  company  owns  its  station,  two  wharves,  round- 
houses, shops,  and  several  large  parcels  of  land  within  the  limits  of 


2448  IKVESTIQATIOlSr  OF  PAKAMA  OANAL  MATTEBS. 

the  city  proper.  The  number  of  buildings  belonging  to  the  companj 
is  about  26. 

At  La  Boca  the  company  owns  one  wharf,  and  has  secured  from  the 
Old  Panama  Canal  (Jompany  a  lease  in  perpetuity,  at  an  annual  rental, 
of  the  lands  necessary  tor  the  branch  line  running  from  La  Boca  to 
Panama,  and  for  its  terminal  requirements  up  to  and  at  La  Boca,  as 
well  as  all  of  the  buildings  and  materials  thereon  necessary  for  the 
operation  of  the  terminal. 

The  above  wharf  was  constructed  partly  out  of  moneys  advanced  by 
the  Panama  Canal  Company  and  partly  out  of  funds  produced  by  the 
sale  of  Panama  railroad  bonds,  and  out  of  the  revenues  of  that  comi)any. 
The  pier  was^  completed  in  1900,  but  subsequently  some  additional 
work,  chiefly  in  the  way  of  installing  plant,  was  don^.    The  total  cost  of 

Eier  and  plant  was  $2,206,637.13.  The  number  of  buildings  owned 
y  the  company  is  about  6. 

In  Panama  Bay  the  company  owns  by  purchase  an  undivided  half 
interest  in  the  islands  of  Naos,  Culebra,  Terico,  and  Flamenco  with 
the  Pacific  Mail  Steamship  Company. 

Along  the  line  of  road  the  company  owns  large  parcels  of  property, 
part  of  which  is  at  the  present  time  leased  to  outside  parties.  The 
station  and  other  builaings  owned  by  the  company  are  in  number 
about  38. 

The  results  of  the  operation  of  the  Panama  Railroad  have  fluctuated 
between  quite  wide  limits,  owing  to  variations  in  existing  traflSc  con- 
tracts and  the  condition  oi  construction  of  work  along  the  canal. 

The  fiscal  year  of  the  comp^^y  ends  December  31.  The  results  of 
each  year  during  the  last  ten  years,  including  eight  months  of  the 
present  fiscal  year — that  is,  up  to  and  inclucung  August  31 — are  as 
lollows; 
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There  was  no  special  balance  sheet  of  the  company  prepared  at  the 
time  of  its  taking  over,  the  last  previous  balance  sheet  being  that 
taken  when  the  books  of  the  compaay  were  closed  at  the  end  of  the 
fiscal  year,  namely.  December  31,  1903.  This  balance  sheet,  afl  showa 
by  the  reports  of  uie  company,  is  in  full  as  follows: 

Tabui  a.— Balance  ihut^  December  SI,  1903. 


Cost  of  road,  real  estate,  and  equipment 

New  tennlnal  at  LaBoca 

Floating  equipment: 

Steamers  Allianoa,  Finance,  and  Advance,  reduced  valiie  De- 
cember 81, 1902 

TufB  and  lighters,  reduced  value  December  81,19(12...  t818,187.5S 
Deanct  depreciation  fund  for  tugs 2,100.00 


T^tal 

Bonds  in  Treasury: 

One  hundred  and  flf  ty^three  6  per  cent  Panama  Bailroad  Com- 


pany sinking  fund  subsidy  twnds 
Nine  hi  ^  ^       '  ^^' 


iundred  and  thirty-five  4^  per  cent  twenty-year  gold  sink- 
ing fund  bonds 


On  deposit  with  financial  agents  fbr  redemption  cf  bonds:  6  per  cent 

subndy  bonds 

Advance  of  subsidy  to  Republic  of  Colombia 

Improvement  and  construction  accoun  IS 

Fund  for  replacement  of  boUets  and  special  repairs  to  steamers  and 


tugs. 


Current  assets: 

Cash  in  banks  and  with  i 

Coal  and  supplies  on  hand         

Due  from  connecting  companies 

Due  from  United  States  Government 

Due  from  Republic  of  Colombia 

Due  from  companies  and  individuals 

Accrued  interest  on  deposits 

Accrued  interest  on  securities  owned 

Unadjusted  accounts : 

Prepaid  insurance  and  charter  of  steamers. 


ToUl. 


Cb. 


Ospital  stock 

4i  per  cent  twenty-year  sinking  fund  gold  bonds  (authorized  issue, 
fr00O,00O): 
Issued  to  date  (4,000  bonds,  less  701  bonds  previously  redeemed ) . , 
Less  drawn  for  redemption  in  1908 , 


Total  capital  stock  and  mortgsge  liabilities 

6  percent  gold  fund  subsidy  bonds 

Bonds  drawn  for  redemption  not  presented  for  payment:  6  per  cent 

subsidy  bonds 

Accrued  interest  on  bonds: 

4|  per  cent  twenty-year  gold  bonds  (2,240  bonds) 

6  per  cent  subsidy  bonds 


Fnnds  for  redemption  of  bonds: 

ik  per  cent  twenty-year  gold  bonds. , 
0  per  cent  subsidy  bonds 


Due  Republic  of  Panama 

Allowance  to  cover  exceas  interest  over  contrsct  rate  on  4i  per  cent 
bonds  sold  to  prepay  indebtedness  due  contractors,  new  terminal 

at  La  Boca,  on  October  16, 1906 

Current  liabilities: 

Isthmus  drafts  not  presented , 

Coupons  not  presented 

Audited  vouchers 

Unclaimed  dividends 

Dne  deceased  or  missing  employees 

Balance  to  credit  of  profit  and  loss 

Totol 


•267,419.27 
816,037.68 


153,000.00 
«86,087.a0 


409.994.66 

170.412.86 

108,060.68 

24,487.16 

4,999.98 

48.078.60 

18,682.96 

1.777.60 

12,618.88 

17,696.«S 


8,299,000.00 
140.000.00 


26,267.60 
8,870.00 


62,946.78 
76,006.00 


11,100.96 
1,662.60 

97,941.51 

119.00 

2,199.02 


fl2,046,25&82 


12,e2B»716.12 


1,068.037.60 

10. 000. 00 
887,000.00 
65,670.50 

84,0Qe.S» 


8n,658.41 


16,681,879.12 
7,000,000l0O 

8,169,0001 00 


10,159.000.00 

8S7,ooaoo 

10,000.00 


84,187.80 


188.  on.  78 
21.83^00 


2«,08LOO 


112.9 
4,191,929.n 


16, 681. 879.  IS 
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Eight  hnndred  and  eighty-aeven  6per  cent  gold  nnkinghind  subsidy  bonds  of  |1,000 
each,  amountinff  to  $887,00a  issued  November  1,  1880,  fail  due  November  1, 1910. 

To  meet  this  Donded  indebtedness,  1225,000  annually  of  the  Colombian  Govern- 
ment subsidy  was  pledged  till  March  27, 1908,  the  same  to  be  applied  by  tiie  com- 
iwny,  first,  to  the  pavment  of  the  interest^  and  second,  as  a  cumulative  sinkmg  fund 
for  the  redemption  of  the  principal,  the  bonds  to  be  drawn  yearly  in  September  to  an 
amount  equal  to  the  then  surplus  of  the  subsidy  sinking  fund,  the  drawn  bonds  to  be 
paid  on  November  1  after  each  drawing,  and  thereby  redeeming  the  whole  issue  in 

S.  DmciKa,  Treamrer, 

Tabls  B.—ProJU  and  loss  cuxourU,  December  SI,  1903. 


Db. 

To  one  hundred  and  rixteenth  dividend • , 

one  hundred  and  seyenteenth  dlrldend , 

one  hnndred  and  eighteenth  dividend , 

operating  expenses 

riations  for  depreciation  of  tngs  and  special  repairs  of  steamers  and  tugs. , 


ed  charges  .     

nncolleotlDie  aooounts,  etc..  written  off 

balance,  avets  over  liabilitut,  December  SL,  1908 

Total 

Cm. 

B7  balance  December  81, 1W2 

groBB  eaniings. •.•••......••.•«•«•.•..■•••..•.••••...•..•••••• 

ifr  per  cent  twenty^year  sinking  ftmd  gold  bonds  redeemed  . 

adiostment  of  accounts  of  pieTious  years 

valae  of  fittings  taken  from  dismantled  lighters,  etc 

Total 


1140.000.00 

140,000.00 

280,000.00 

1,746.862.07 

18.660.00 

602.646.00 

29  SB 

4, 191, 929!  91 


7,016,107.78 


4,201,687.09 

2,664,216.27 

140,000.00 

8,764.87 

640.00 


7,016,107.78 


In  Ae  above  balance  sheet  tiiere  will  be  noticed  the  items  ^^AdvBnce 
of  subsidy  to  Republic  of  Colombia,"  and  the  withdrawal  of  certain  6 
per  cent  subsidy  bonds.  These  items  arise  from  the  fact  that  one  of 
the  obligations  devolvinj^  upon  the  Panama  Railroad  Company  by  its 
contract  of  concession  with  the  Republic  of  Colombia  was  the  annual 
payment  of  $250,000,  $85,000  of  which  was  made  directly  to  the  Depart- 
ment of  Panama.  To  cover  the  payment  in  advance  of  the  subsidy 
due  the  Republic  of  Colombia  up  to  the  year  1908,  the  company  issued 
3,000  sinking^  fund  6  per  cent  subsidy  bonds,  and  each  year  applies 
$835,000  to  &e  payment  of  interest  on  the  outstanding  bonds  ana  the 
balance  to  the  redemption  of  the  bonds  themselves. 

On  December  81, 1903,  2,113  had  been  redeemed  by  the  provisions 
of  the  sinking  fund,  l53  nad  been  purchased  by  the  company  and  were 
held  in  its  treasury,  and  734  were  m  the  hands  of  the  public. 

During  the  year  1904  the  annual  appropriation  of  $225,000  was 
devoted  to  the  payment  of  interest  on  outstanding  bonds  and  to  the 
redemption  of  172  bends;  of  that  number  27  were  among  those  belong- 
ing to  the  company's  treasury. 

Therefore,  at  this  time  the  status  is:  2,285  redeemed  by  provisions 
of  sinking  fund,  126  held  by  the  company's  treasury,  and  589  held  by 
the  public. 

All  of  these  bonds  outstanding  will  be  redeemed  by  the  provisions 
of  the  sinking  fund  in  the  year  1908. 

The  company  also  has  a  first  mortgage  bond  issue,  bearing  interest 
at  4i  per  cent.     On  December  31,  1904,  the  status  was  as  follows: 

Redeemed  by  annual  sinking-fuod  drawings  (1150,000) 841 

Held  by  the  public 2,224 

Held  by  the  company's  treaBary 935 


2452  INVESTIGATION   OP   PANAMA   CANAL   MATTEBS. 

During  the  year  1904  the  trustees  of  the  mortgage  called  for  redemp- 
tion 140  bondH.  to  be  paid  for  out  of  the  annual  appropriation  of 
$160,000,  provided  for  by  the  indenture  of  mortgage;  and  the  company 
issued  265  bonds  to  the  public  to  pay  for  repairs  to  the  Advance  and 
Finance.  These  bonds  were  sold  as  required  by  a  contract  made  in 
October,  1903.  The  balance  of  the  money  was  taken  for  a  "  reserved 
fund  of  depreciation  of  steamers,"  amounting  to  $102,750.  There- 
fore, at  the  present  time,  the  status  is: 

Redeemed  by  annual  sinking-fund  drawings  ($150,0^0) 981 

Held  by  the  public 2,372 

Held  by  the  company's  treasury 947 

Total  issue 4,000 

During  the  year  the'Ganal  Commission  out  of  its  own  funds  has  pur- 
chased 100  additional  shares  of  capital  stock  at  par,  thus  making  the 
total  Government  holdings  68,987  shares,  leaving  but  1,013  outstand- 
ing in  the  hands  of  private  individuals  in  this  country  and  abroad. 
This  is  such  a  small  amount  of  stock  the  Commission  feels  that  the 
Government  should  own  the  whole  capital,  and  the  Commission  stands 
ready  therefore  to  purchase  any  further  shares  that  may  be  offered  at 
par.  In  view  of  the  average  dividends  that  have  been  paid  since  1900 
and  of  the  certainty  that  the  business  of  the  company  will  much 
diminish  on  the  completion  of  the  canal,  the  price  of  par  is  certainly 
liberal.  The  small  number  of  shares  involved,  however,  justify  the 
liberal  offer  in  order  that  they  may  be  acquired. 

It  is  too  early  yet  to  make  any  recommendations  in  regard  to  the 
policy  to  be  followed  in  the  future  management  of  this  company. 
During  the  construction  of  the  canal  the  railroad  will  necessarily  be  a 
large  and  valuable  adjunct,  but  on  the  completion  of  the  canal  it  will 
become  merely  a  local  line  between  the  cities  of  Colon  and  Panama. 

Pending  the  adoption  of  a  general  policy  for  the  management  of  the 
company,  the  Commission  has  turned  its  attention  to  the  question  of 
local  rates  on  the  Isthmus  which  it  is  expected  will  soon  be  revised. 
Partly  on  account  of  the  vast  amount  of  free  transportation  furnished 
under  the  agreement  with  the  Republic  of  Panama,  as  given  above,  the 
railroad  company  has  been  obliged  to  charge  high  lociS  rates  for  both 
passengers  and  freight  As  an  indication  of  the  abuse  to  which  this 
free  transportation  has  been  carried,  during  the  year  1903  there  were 
4,633  first-class  paying  passengers  and  11,098  ^jassengers  and  6,B01 
troops  carried  free.  Steps  have  been  taken  looking  to  a  reduction  of 
this  free  transportation  abuse  to  proper  and  reasonable  limits. 

With  the  activity  that  is  certam  to  prevail  on  the  Isthmus  during 
the  construction  of  the  canal,  it  is  obvious  that  the  present  steamship 
equipment  will  be  inadequate  to  meet  the  demands  of  passenger  and 
freight  ti*affic.  The  directors  of  the  company  have  ordered  plans  pre- 
mred  for  new  and  additional  steamers,  but  under  the  direction  of  the 
C!ommission  no  action  has  yet  been  taken  looking  to  their  construction. 
This  whole  question  of  the  development  of  the  company's  property  is 
now  being  considered  by  the  Commission,  but  no  conclusion  can  be 
arrived  at  until  a  decision  has  been  reached  in  regard  to  the  proper 
method  of  constructing  the  canal,  to  which  the  rauroad  is  necessarily 
subservient. 

The  management  of  the  railroad  company  is  vested,  according  to 
the  charter,  m  13  directors;  7  of  these  directors  have  resigned  and 
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their  places  have  been  filled  by  the  election  of  the  members  of  the 
Canal  Commission,  and  these  now  constitute  a  majority  of  the  board. 
The  present  constitution  of  the  board  is  as  follows:  Eld  ward  A.  Drake, 
J.  Edward  Simmons,  Samuel  M.  Felton,  J.  H.  Parker,  William  Nelson 
Cromwell,  Vernon  H.  Brown,  John  G.  Walker.  William  H.  Burr, 
C.  Ewald  Grunsky,  William  Barclay  Parsons,  G.  W.  Davis,  B.  M. 
Harrod,  one  vacancy  (Canal  Commissioner). 

GOVERNMENT  OF  THE  CANAL  ZONE. 

The  act  of  Congress  approved  April  28,  1904,  provided  as  follows; 

That  until  the  expiration  of  the  Fifty-eighth  Congreas,  unless  provision  for  the 
temporary  government  of  the  territory  acquired  by  the  United  States  from  the  Repub- 
lic of  Panama  by  the  terms  of  the  treaty  ratified  on  the  twentv-sixth  day  of  February, 
nineteen  hundred  and  four,  be  sooner  made  by  Conffress,  all  the  military,  dvil,  and 
judicial  powers  exercised  by  the  officers  of  the  existm^  government  of  the  said  terri- 
tory or  granted  by  the  terms  of  said  treaty  to  the  Umt^  States,  shall  be  vested  in 
such  person  or  persons,  and  shall  be  exercised  in  such  manner,  as  the  President  of  the 
United  States  shall  direct  for  the  government  of  said  territory,  and  maintaining  and 
protecting  the  inhabitants  thereof  in  the  free  enjoyment  of  their  liberty,  property, 
and  religion. 

The  letter  of  the  President  placing  the  Isthmian  Canal  Commission 
ander  the  supervision  and  direction  of  the  Secretary  of  War  and 
defining  the  jurisdiction  and  functions  of  the  Commission  contains  the 
following: 

I  direct  that  all  the  work  of  the  Commission  done  b^  virtue  of  powers  vested  in 
me  by  the  act  of  Congress  approved  June  2S,  1902,  in  the  digging,  construction, 
and  completion  of  the  canal,  and  all  the  governmental  power  in  and  over  said  Canal 
Zone  ana  its  appurtenant  territorjr,  which  by  virtue  of  the  act  of  Congress  approved 
April  28,  1904,  and  these  instructions  shall  be  vested  in  said  Isthmian  Canal  Com- 
mission, shall  be  carried  on  or  exercised  under  your  supervision  and  direction  as 
Secretary  of  War. 

Subject  to  the  limitations  of  law  and  the  conditions  herein  contained  the  Isthmian 
Canal  Commission  are  authorized  and  directed: 

1.  To  make  all  needful  rules  and  regulations  for  the  government  of  the  zone  and 
for  the  correct  administration  of  the  military,  civil,  and  judicial  aSain  of  its  posses- 
sions  until  the  close  of  the  Fifty-eighth  Congress. 

•  *  *  *  .       «  »  • 

The  laws  of  the  land,  with  which  the  inhabitants  are  familiar  and  which  were  in 
force  on  February  26,  1904,  will  pontinue  in  force  in  the  Canal  Zone  and  in  other 
places  on  the  Istnmus  over  which  the  United  States  has  jurisdiction  until  altered  or 
annulled  bv  the  said  Commission,  but  there  are  certain  great  principles  of  govern- 
ment which  have  been  made  the  basis  of  an  existence  as  a  nation  wnich  we  deem 
essential  to  the  rule  of  law  and  the  maintenance  of  order,  and  which  shall  have  force 
in  said  xone.    The  principles  referred  to  may  be  gene]:ally  stated  as  follows: 

That  no  person  shall  be  deprived  of  life,  lu)erty,  or  property  without  due  process 
of  law;  that  private  property  shall  not  be  taken  tor  public  use  without  just  compen- 
sation; that  m  all  cnminal  prosecutions  the  accused  shall  enjoy  the  ri^ht  of  a  speedy 
and  public  trial,  to  be  informed  of  the  nature  and  cause  of  the  accusation,  to  be  con- 
fronted with  the  witnesses  against  him,  to  have  compulsory  process  for  obtaining 
witnesses  in  his  favor,  and  to  have  the  assistance  of  counsel  for  his  defense;  that 
excessive  bail  shall  not  be  required  nor  excessive  fines  imposed,  nor  cruel  or  unusual 
punishment  inflicted:  that  no  person  shall  be  put  twice  in  jeopardy  for  the  same 
offense,  or  be  compelled  in  any  criminal  case  to  be  a  witness  against  himself ;  that  the 
right  to  be  secure  against  unreasonable  searches  and  seizures  shall  not  be  violated; 
tluit  neither  shivery  nor  involuntary  servitude  shall  exist  except  as  a  punishment  for 
crime;  that  no  bill  of  attainder  or  ex  post  facto  law  shall  be  passed;  that  no  law  shall 
be  passed  abridging  the  freedom  of  speech  or  of  the  press  or  of  the  rights  of  the 
people  to  peaceably  assemble  and  petition  the  government  for  a  redress  of  ^evances: 
that  no  law  shall  be  made  respecting  the  establishment  of  religion  or  prohibiting  the 
free  exercise  thereof:  Providedy  however ^  That  the  Commission  shall  nave  power  to 
exdnde  from  time  to  time  from  the  Canal  Zone  and  other  places  on  the  Isthmus, 
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over  which  the  United  States  has  juriadictioii,  pereons  of  the  following  clflDoeao  who 
were  not  actually  domiciled  within  the  Zone  on  the  26th  day  of  February,  1904,  vis: 
Idiots,  the  insane,  epileptics,  paupers,  criminals,  professional  beggars,  persons  afflicted 
with  loathsome  or  dangerous  contagious  diseases;  those  who  have  been  convicted  of 
felony,  anarchists,  those  whose  purpose  is  to  incite  insurrection,  and  others  whoee 
presence  it  is  believed  bv  the  Commission  would  tend  to  create  puplic  disorder, 
endanger  the  public  health,  or  in  anjr  manner  impede  the  prosecution  of  the  work 
of  opening  the  canal;  and  may  cause  any  and  all  such  newly-arrived  persons  or  thoee 
alien  to  too  Zone  to  be  expelled  and  deported  from  the  territory  controlled  by  the 
United  States  and  the  Commission  may  defray  from  the  canal  appropriation  the 
cost  of  such  deportation  as  necessary  expenses  of  the  sanitation,  the  police  protection 
of  the  canal  route,  and  the  preservation  of  good  order  among  tne  inhabitants. 

The  Commission  may  legislate  on  all  rightful  subjects  of  legislation  not  inconsistent 
with  the  laws  and  treaties  of  the  United  States  so  rar  as  they  apply  to  said  Zone  and 
other  places,  and  the  said  power  shall  include  the  enactment  of  the  sanitary  ordinances 
of  a  preventive  or  curative  character  to  be  enforced  in  the  cities  of  Colon  and  Panama 
and  which  are  contemplated  and  authorized  by  article  7  of  said  Canal  Convention. 
Such  legislative  power  shall  also  include  the  power  to  raise  and  appropriate  ravennea 
in  said  Zone;  and  all  taxes,  judicial  fines,  customs  duties,  and  otner  revennes  levied 
and  collected  in  said  Zohe  by  or  under  the  authority  of  said  Commission  shall  be 
retained,  accounted  for,  and  disbursed  by  said  Commission  for  its  proper  parposee. 
The  members  of  said  Commission  to  the  number  of  four  or  more  snalt  constitute  a 
l^slative  quorum,  and  all  rules  and  regulations  passed  and  enacted  by  said  Com- 
mission shall  have  set  forth  as  a  caption  that  they  are  enacted  by  the  Isthmian  Canal 
Commission,  ''By  authority  of  the  President  of  the  United  States." 

The  Commission  shall  hold  its  regular  quarterly  meetings  at  the  office  of  the  Com- 
mission^  either  in  Panama  or  at  a  bmnch  office  in  Washington,  and  special  meetinfcs 
may  be  held  at  the  pleasure  of  the  Commission. 

All  laws,  rules,  and  regulations  of  a  govemmenlal  character  enacted  by  the  Com- 
mission hereunder  shall  t)e  submitted  to  you  for  your  approval,  and  should  your 
approval  be  withheld  from  any  such  law,  rule,  or  regulation,  then  from  that  time 
the  law,  rule,  or  regulation  shall  thereafter  have  no  force  or  effect 

The  foregoing  admonition  required  the  Commission  to  establish 
within  the  CanafZone  sufficient  maranties  for  the  maintenance  of  the 
privileges  guaranteed  by  the  bill  of  rights.  Experience  has  demon- 
strated that  the  most  effective  of  such  guaranties  is  a  civil  government 
within  which  the  three  branches  of  government  are  separate  and  dis- 
tinct; with  this  fact  in  mind  the  Commission,  by  appropriate  legisla- 
tion^ iNTovided  a  government  for  the  Canal  Zone  divided  into  three 
brancnes,  to  wit,  legislative,  judicial,  and  executive. 

LBOMLATrVX  BRAMOH. 

^The  powers  of  the  legislative  branch  of  government  are  exercised 
by  the  Isthmian  Canal  Commission,  pursuant  to  the  order  of  the  Presi- 
dent vesting  that  body  with  legislative  authority. 

JUDICIAL  BRANCH. 

The  powers  of  the  pdicial  branch  (Act  No.  1)  are  exercised  by  a 
supreme  court,  three  circuit  courts,  and  five  municipal  courts. 

The  supreme  court  is  composed  of  three  justices.  £ach  of  the  three 
circuit  courts  is  presided  over  by  a  justice  of  the  supreme  court  sittin^^ 
as  a  trial  judge.  Each  of  the  five  municipal  courts  is  presided  over 
by  a  municipal  judge. 

The  judges  are  paid  salaries.  The  salaries  of  the  justices  of  the 
supreme  court  ^re  paid  from  the  Zone  treasury;  the  salaries  of  the 
municipal  judges  are  paid  from  the  municipal  treasuries.      * 

The  supreme  court  and  each  circuit  court  lias  a  marshal  and  a  clerk. 
A  law  was  enacted  (No.  13)  authorizing  the  captain  of  the  Zone  polico 
force  to  exercise  the  powers  and  perform  the  outies  of  the  marshal  uf 
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the  sopreme  court  and  the  marshals  of  the  circuit  courts  until  those 
poeitions  are  duly  filled  by  permanent  incumbents. 

Either  justice  of  the  suoreme  court  may  sit  as  the  judge  of  any  or  all 
of  the  circuit  courts.  One  justice  of  the  supreme  court  has  been 
appointed  and  has  entered  upon  the  discharge  of  his  duties.  Under 
the  provisions  of  Act  No.  1  ne  is  authorized  to  hold  court  in  each  of 
the  three  judicial  circuits  into  which  the  Zone  is  divided.  Terms  of 
court  have  already  been  held  in  each  of  said  three  circuits  and  numer- 
ous cases  heard  and  determined.  It  will  be  seen  that  the  plan  adopted 
by  the  Commission  attempts  to  reduce  the  expenses  of  the  judicial 
branch  to  a  minimum  and  at  the  same  time  provide  for  such  develop- 
ment as  may  reasonably  be  expected.  Probably  for  a  time  the  supreme 
court  and  tne  circuit  courts  will  have  little  to  do  except  in  criminal 
matters,  but  the  influx  of  a  large  number  of  people  and  the  varied 
interests  of  contractors^  employees,  and  camp  followers  is  quite  certain 
to  induce  litigation. 

The  Commission  consider  that  the  organization  of  the  judicial  branch 
would  be  incomplete  unless  provision  was  made  for  the  exercise  of  the 
right  of  appeal  from  the  judgment  of  the  trial  court.  Each  of  the 
measures  introduced  in  the  last  Congress  providing  for  the  establish- 
ment of  government  in  the  Canal  Zone  contain  such  provisions;  several 
such  measures  provided  that  appeals  from  trial  courts  in  the  Zone 
should  be  had  to  some  one  of  the  Federal  courts  of  the  United  States. 
None  of  these  provisions  were  enacted  by  Congress.  The  Commission 
is  without  authority  to  confer  a  new  jurisdiction  upon  a  Federal  court 
of  the  United  States.  The  Commission  could  not,  therefore,  do  other- 
wise than  to  make  provision  for  a  Canal  Zone  supreme  court.  It  is 
not,  however,  necessary  that  the  supreme  court  should  be  organized 
until  litigation  in  the  Canal  Zone  requires  it:  but  necessity  arising, 
the  judgeships,  tem[>orarily  vacant,  can  be  filled  and  appeals  considered. 

'Snould  it  DC  determined  by  Congress  that  appeals  from  the  local 
courts  should  be  taken  to  a  court  sitting  in  the  United  States,  whereby 
at  some  inconvenience  to  litigants  there  would  be  a  saving  of  the  salaries 
of  two  judges  and  of  a  number  of  minor  court  officials,  the  Canal-Zone 
law  can  be  modified.  It  appears  desirable  to  the  Commission  that  this 
matter  be  settled  at  an  early  date,  before  the  organization  of  the 
supreme  court  on  the  Zone,  and  the  appointment  of  additional  judges 
becomes  imperative. 

KXBCimva  BRANCH. 

The  executive  branch,  as  organized  by  act  No.  8,  enactments  of  the 
Isthmian  Canal  Commission,  consists  of  the  following  offices:  Gov- 
ernor, executive  secretary,  treasurer,  and  auditor. 

There  are  also  the  following  departments  of  the  executive  branch: 

Department  of  health,  composed  of  the  sanitary  service,  hospitiil 
service,  maritime-quarantine  service,  health  officer  for  the  city  of 
Panama,  and  health  officer  for  the  city  of  Colon. 

Department  of  revenues,  composed  of  the  customs  service,  internal 
revenue  service,  and  postal  service. 

Department  of  justice,  composed  of  a  prosecuting  attorney  and  not 
to  exceed  three  deputies. 

Department  of   police   was  originally  composed  of  1  captain,  2 
clerks,  2  lieutenants,  4  sergeants,  and  69  privates.     This  organization 
F  o — ^voL  3—06 Sa 
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was  subseqaently  somewhat  modified,  and  it  is  anticipated  that  within 

the  next  year  the  pblice  force  will  require  some  augmentation.  * 

Bureau  of  education,  charged  with  matters  relating  to  schools  and 

Eublic  instruction,  the  affairs  of  which  bureau  have  been  placed  in  the 
ands  of  the  governor  with  power  to  act* 

The  governor  has  been  appointed  by  the  President  from  the  mem- 
bership of  the  Commission. 

The  duties  of  the  treasurer  of  the  Zone  are  being  performed  by  the 
disbursing  ofQoer  of  the  Commission  stationed  in  the  Zone. 

The  aiiaitor  for  the  Comiqission  is  the  auditor  for  the  Zone  govern- 
ment and  Uie  service  is  performed  by  the  office  force  of  that  officiaL 

MUNIdPAIilTIE^. 

The  Zone  has  been  divided  into  five  municipalities: 

(Act  No.  7)  Ancon,  Emperador,  Gorgona,  Huenavista,  and  Cristobal. 
The  affairs  of  each  municipality  are  U)  be  administered  bv  a  mayor, 
secretary^  treasurer,  municipal  ]udge,  Und  council  of  six.  The  attempt 
has  been  made  to  make  the  municipalities  autonomous  and  self-sup- 
porting. Hiey  are  given  the  power  to  impose  khd  taxes  not  to  exceed 
1  per  cent  of  valuation  (one-half  of  which  tax  itiust  be  devoted  to 
school  purposes),  and  license  or  privilege  tax  on  numerous  occupations. 

The  mayor,  treasurer,  secretary,  and  membership  of  the  council  are 
salaried  officers.  The  incumbents  are  appointed  by  the  governor  of 
the  Zone.  The  municipal  ordinances  are  subject  to  the  approval  of 
the  governor. 

The  municipal  act  went  into  effect  November  1,  1904,  and  the 
municipalities  are  now  organized  thereunder. 

The  or^nization  above  outlined  is  believed  to  be  adequate  for  exist- 
ing requirements.  It  is  as  economical  as  conditions  permit,  and  may 
be  expanded  as  occasion  shall  arise. 

LEGISLATIVE  ENACTMENTS. 

The  Commission  have  enacted  the  following: 

No.  1. — ^An  act  to  provide  for  the  organization  of  a  judiciary  and  the  exerdee  of 
judicial  powers  in  the  Canal  Zone,  Isthmus  ot  Panama,  and  for  other  purposes. 

No.  2. — An  act  authorizing  the  appointment  of  notaries  public,  defining  their 
duties,  fixing  their  terms  of  office,  prescribing  their  fees,  and  for  other  purposes. 

No.  3.— An  act  reciting  an  Executive  order  of  the  President  of  the  United  States, 
and  to  provide  for  the  suppression  of  lotteries  and  similar  enterprises  in  the  Oanal 
Zone,  Isthmus  of  Panama,  and  for  other  purposes. 

No.  4. — ^An  act  to  prohibit  gambling  in  the  Canal  Zone,  Isthmus  of  Panama,  and 
to  provide  for  the  punishment  of  violations  thereof,  and  for  other  purposes. 

No.  5. — An  act  to  authorize  the  alcaldes  of  the  several  municipalities  of  the  Canal 
Zone,  Isthmus  of  Panama,  temporarily  to  continue  to  exercise  the  judicial  poweni 
and  jurisdiction  heretofore  exercised  by  them. 

No.  6. — An  act  authorizihg  the  exercise  of  the  right  of  expropriation  within  the  Ouial 
Zone,  Isthmus  of  Panama,  as  to  real  estate  and  inmiovable  property,  and  as  to  prop- 
erty that  is  partly  personal  and  partly  real,  and  providing  the  meuiod  of  procedure 
for  exercising  that  right 

No.  7. — An  act  to  provide  for  the  oi^ganiz^tiou  of  municipal  governments  in  the 
Canal  Zone,  Isthmus  of  Panama. 

No.  8. — An  act  to  provide  for  the  organization  of  the  executive  branch  of  the  yov- 
emment  of  the  Cuial  Zone,  Isthmus  of  Panama. 

No.  9.— An  act  to  provide  sanitary  rules  and  regulations  for  the  Canal  Zone,  Isthmus 
of  Panama. 

No.  10. — An  act  to  provide  maritime  quarantine  regulations  for  the  ports  and  haiw 
bors  of  the  Canal  Zone,  Isthmus  of  Panama. 
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No.  11. — An  act  designating  the  days  which  shall  be  observed  as  pablic  holidays  in 
the  Qinal  Zone,  Isthmus  of  Panama. 

No.  12. — An  act  creating  a  penitentiary  for  the  Canal  Zone,  Isthmos  of  Panama. 

No.  13. — An  act  to  provide  for  the  temporary  performance  of  the  duties  of  the 
marshal  of  the  supreme  court,  marshals  of  the  circuit  courts,  clerk  of  the  supreme 
court,  and  clerks  of  the  circuit  courts  of  the  Canal  Zone,  Isthmus  of  Panama. 

No.  14. — An  act  to  establish  a  Penal  Code  for  the  Canal  Zone,  Isthmus  of  Panama. 

No.  15. — An  act  to  establish  a  Code  of  Criminal  Procedure  for  the  Canal  Zone, 
Isthmus  of  Panama. 

No.  16. — An  act  prescribinff  a  method  of  determining  the  salaries  of  army  and 
navy  officers  and  of  officers  ofthe  United  States  Public  Health  and  Marine- Hbspital 
Service  employed  by  the  Isthmian  Canal  Commission  and  stationed  on  the  Isthmus 
of  Ruuuna. 

Acts  No8. 17, 18, 19,  and  20  are  amendatory  of  prior  acts. 

The  foregoing  acts  have  been  printed  and  a  copy  of  said  publication 
is  transmitted  herewith. 

These  laws  have  been  enacted  with  sincere  desire  to  exhibit  fidelity 
to  the  principles  upon  which  our  Government  is  based,  and  to  promote 
the  welfare  of  the  people  and  territory  subject  to  their  jurisdiction. 

In  addition  to  the  foregoing,  the  Commission  adopted  for  recom- 
mendation to  the  proper  authorities  of  the  Republic  of  Panama  for 
such  legislation  as  may  be  necessary,  the  following:  1,  sanitary  rules 
and  regulations  for  the  cities  of  Panama  and  Colon;  2,  maritime  quar- 
antine regulations  for  the  harbors  at  Panama  and  Colon. 

The  rules  and  regulations  so  recommended  by  the  Commission  have 
been  adopted  by  the  Republic  of  Panama  and  are  now  in  force. 

Proper  provision  for  the  sanitation,  quarantine,  and  other  measures 
for  preventing  the  introduction  or  spread  of  diseases  within  the  Zone 
or  Isthmus,  is  of  such  pai'amount  importance  that  especial  investiga- 
tion was  made  and  care  taken  in  formulating  the  laws^  rules,  and  reg- 
ulations adopted  with  reference  to  that  subject,  and  m  providing  the 
agencies  by  which  they  were  to  be  executed. 

The  Penal  Code  and  the  Code  of  Criminal  Procedure  enacted  for  the 
Zone  are  adaptations  of  the  codes  now  in  force  in  Porto  Rico,  where 
they  have  been  in  operation  several  years  and  have  proved  satisfactory. 

It  was  necessary  to  chan^fe  almost  every  section,  to  eliminate  large 
portioDfli,  and  insert  numerous  provisions  to  meet  special  conditions 
existing  in  the  Zone,  or  to  supply  matters  omitted  irom  the  Code  of 
Porto  Rico  by  reason  of  the  fact  that  certain  Federal  laws  of  the  United 
States  are  in  force  in  Porto  Rico. 

Much  of  the  Porto  Rican  Code  of  Criminal  Procedure  related  to 
juries,  ^rial  by  jury  is  not  established  bjr  the  code  enacted  by  the 
Commission  for  the  Canal  Zone;  but  provision  is  made  that  in  cases 
wherein  the  death  penalty  or  imprisonment  for  life  may  be  inflicted 
the  circuit  judge  must  call  in  two  municipal  judges,  and  if  for  anv 
reason  one  or  ^th  of  said  judges  can  not  sit  in  the  trial,  he  must  call 
one  or  t^ro  mayors,  and  if  he  can  not  secure  two  associates  from  these 
sources,  he  must  call  in  two  resident  taxpayers.  The  circuit  judge  and 
the  two  Ii990ciates  so  secured  hear  the  testimony  and  determine  the 
questions  of  fact;  the  circuit  judge  alone  determines  tiie  questions 
of  law.  I 

In  considering  proposed  legislation,  the  Commission  adopted  the  plan 
of  first  examining  the  laws  of  the  Republic  of  Rinama  on  the  subject, 
and  for  tiiat  purpose  many  of  the  laws,  or  impor^xmt  parts  thereof, 
were  translated;  thereafter  examination  was  made  of  tne  Philippine 
and  Porto  Rican  laws  on  the  subject^  if  any  existed,  and  then  exami-j 
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nation  was  made  of  the  Federal  statutes  and  the  State  statutes  of  tho 
United  States,  and  from  these  several  sources  the  enactments  were 
evolved. 

Not  all  the  laws  for  which  there  is  need  have  been  enacted.  Addi- 
tional legislation  is  needed  to  provide  for  taxes  on  land,  internal-revenue 
taxes,  registration  of  land  titles,  court  of  land  titles,  and  a  civil  code. 

The  Commission  have  deferred  action  on  these  several  subjects  until 
they  could  acquire  full  and  complete  knowledge  of  conditions  and 
ascertain  what  was  required  to  meet  the  necessities  sought  to  be 
remed!ied.  The  investigation  of  these  several  matters  is  now  in  prog- 
ress and  the  Commission  are  confident  that  the  required  enactments 
will  be  adopted  within  a  reasonable  time. 

liBGISLATION  BT  CONGRESS. 

The  construction  of  the  canal  is  to  be  conducted  pursuant  to  the 
legislation  enacted  by  Congress.  Should  legislation  additional  to  that 
already  existing  become  necessary,  the  matter  must  be  referred  to 
Congress.  In  other  words,  the  Commission  does  not  possess  legislative 
powers  as  to  the  national  endeavor  of  constructing  the  canal.  The 
powers  of  the  Commission  as  to  such  construction  are  similar  to  those 
of  a  board  of  directors  of  a. corporation  engaged  in  some  enormous 
undertaking  for  which  provision  has  been  maae  by^  the  stockholders; 
such  provision,  in  this  instance,  being  that  set  forth  in  the  act  approved 
June  28, 1902 J  entitled  "An  act  to  provide  for  the  construction  of  a 
canal  connecting  the  waterip  of  the  Atlantic  and  Pacific  oceans."  (32 
Stats.  L.,  481.) 

The  Commission  exercises  the  powers  of  legislation  appertaining  to 
the  government  of  the  Canal  Zone.  This  authority  is  aerived  from 
the  President  pursuant  to  the  provisions  of  the  act  approved  April  28, 
1904,  as  follows: 

That  until  the  expiration  of  the  Fifty-eighth  Congress,  unless  provision  for  the 
temporary  government  of  the  Canal  Zone  be  sooner  made  by  Conflrrees,  all  the  mili- 
tary, civil,  and  iudicial  powers,  as  well  as  the  power  to  make  all  rulefe  and  regulations 
necessary  for  the  government  of  the  Canal  Zone  and  all  the  rights,  powers  and 
authority  granted  by  the  terms  of  said  treaty  to  the  United  States  shall  be  vested  in 
such  person  or  persons  and  shall  be  exercised  in  such  manner  as  the  President  shall 
direct  for  the  government  of  said  Zone  and  maintaining  and  protecting  the  inhabi- 
tants thereof  in  the  free  enjoyment  of  their  liberty,  prox)erty  and  religion. 

It  will  be  noticed  that  the  authority  conferred  by  the  fore^oine 
provisions  expires  by  limitation  of  time  at  the  close  of  the  Fif  tv-eightn 
Congress. 

The  Commisaion  is  of  opinion  that  Congress  should  continue  the 
authority  conferred  by  the  act  above  quoted  "  until  otherwise  provided 
by  law."  It  is  doubtful  if  the  proper  character  and  form  of  the  per- 
manent government  of  the  Zone  can  be  determined  until  after  the  canal 
is  completed  and  the  normal  conditions  thereafter  prevailing  ascer- 
tained. In  view  of  the  fact  that  the  Secretary  of  War  is  now  visiting 
the  Canal  Zone  and  examining  existing  conditions,  and  is  conferring 
with  the  President  and  other  officials  of  the  Republic  of  Panama 
respecting  certain  questions  as  to  the  extent  of  the  authority  of  the 
United  States  in  and  over  the  Zone,  the  Commission  defers  recom- 
mendations as  to  legislation  by  Congress  until  the  matters  in  contro- 
versy are  determin^ 
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EXPENDITUKES  AND  ESTIMATES. 

The  expenditures  of  the  Commission  to  September  30,  1904,  on  the 
canal  work,  on  engineering  studies,  on  waterworks  and  sewerage  sys- 
tems for  Panama  and  Colon,  and  for  the  government  of  the  Canal  Zone, 
including  about  $15,000  expended  prior  to  the  appointment  of  this 
Commission  out  of  the  appropriation  of  $10,000,000,  may  be  briefly 
summarized  as  follows: 

fialariefl  of  Commission  / $49,316.14 

Salaries  of  all  other  officers  and  employees,  Washington  office 24, 247. 63 

Traveling  expenses,  Ck>mmi8slon  and  employees 13,836.54 

Salaries: 

Health  department... $36,776.62 

Police  department.. 1 14,477.54 

Other  zone  employees 6,542.52 

Salaries  and  labor  rolls: 

Engineering  department 174,962.46 

Material  and  supplies  department,  disbursing  office,  and 

land  administration ^ 54,411.29 

287,170.33 

Sappliee  shipped  to  Isthmus 112,575.70 

Miscellaneous  expenses: 

At  Washington,  rent  of  offices,  furniture,  fixtures  sta- 
tionery, office  supplies,  cable  and  telegraph  services, 

books,  blanks,  printing,  etc 15,761.31 

On  the  Isthmus,  supplies,  etc,  for  all  departments 31, 582. 51 

47,343.82 

Total 534,490.16 

This  aggregate  includes  about  $44,600  due  on  pay-roll  aocounts^on 
the  Isthmus  at  the  close  of  September,  but  not*  paid  until  after  that 
date,  as  the  rolls  for  the  last  half  of  the  month  are  not  usually  paid 
until  about  the  10th  of  Ihe  following  month. 

These  expenditures,  not  including  the  September  pay-roll  item  above 
referred  to,  have  been  classified  by  the  auditor  of  the  Commission  as 
follows: 


Itemized  itaiement  of  expenditures  made  by  the  Isthmian  Canal  Chmmissionfrom  the  date 
of  the  appropriationf  June  £8,  1902^  to  September  30,  1904i  inclusive. 


Clanillcatlon  of  expenditures. 


Expended 

from  June 

28, 1902,  to 

June  30, 

1904. 


Expended 

fromJulyl, 

1904,  to 


Total  ex- 
pendlturea. 


Advertiflixi^ 

Animals  and  yehldes . 
Books,  professional. . . . 

Ooorts 

SxploalTei 


Floating  eoulpment. . 
Freight  ana  e3cpresB. , 


Foneimlf . 

General  office  expenses,  Washington  branch 

Hardware 

Household  fumiahlngs 

Inatnunents , 

UIghting 

Lomber , 

Maehinerr 

Materials  and  supplies  not  classified 

Medical  and  sanitary  supplies , 

Mifeellaneons  ofBce  ana  household  expenses  on  the  Isthmus. , 

Mosquito  ban 

Office  fumltore 

Photqgraphle  instruments  and  supplies. . 


9308.07 
11.76 


677.12 


1,930.34 
8.60 
68.37 


772.89 
456.96 
732.67 
80.30 
842.60 


t46.60 
1,-629.47 

901.76 

348.33 
8,213.70 

359.48 
1,812.70 

124. 70 

295.07 
2,654.26 

626.61 
9,804.55 
2,048.33 
80.72 
26,285.03 
18.879.72 
9,708.14 
18,540.31 
8,812.68 

684.79 
4,878.66 

178.77 
2,164.13 


$46.60 

1,837.64 

916.50 

348.33 

8,213.70 

359.48 

2,389.82 

124.70 

296.07 

4,484.69 

630.11 

9,862.92 

2,048.33 

30.72 

26.285.03 

18,879.72 

10.481.08 

18,9^.26 

4,545.26 

615.09 

4,721.16 

178.77 

a,  164. 18 
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Hemiztd  daUmerU  of  expendUwrtB  made  by  the  LthmUm  Canal  Oommisiian  from  the  datt 
of  the  appropriaiwfUf  June  98^  190t,  to  SepUmber  SO,  1904,  tndtMttv— Continued. 


GlMiU}0*Uon  of  expendltuTM. 


Expended 

from  June 

»,19(KLto 

JoneKt 

190i. 


Expended 

from  July  1, 

1901  to 

Smt.  30, 

1904. 


Total  ex- 
penditures. 


PoeUiffepcdd » 

Postal  suppliea , 

PoUce  equipment «. 

Printing,  binding,  and  (M^nery 

Printing  plant  and  8UppllSl....r«; , 

Railway  eonstruction  material  ( except  lumber) 

Bent  of  propeity  (except  offices  and  quarten) 

Salaries  and  per  diem  of  commissions 

Salaries,  Wasaington  branch  office: 

Secretary's  office 

General  counsel*!  office 

Treasurer's  offloe ^ 

Auditor's  office 

MlBcellaB^us 

Salaries,  police  department 

Salaries  of  enjgineer,  sssistants,  etc 

Salaries  of  medical  and  sanitary  officers 

Salaries,  miscellaneous,  on  the  Istbmus 

State  Department  expenditures  (confidential  under  sec.  291, 

Rer.Stots.) 

Subsistence 

Telegraph,  telephone,  and  c«ble 

Ttensfer  of  money 

Traveling  expenses 

Typewriting  machines ,. 

wages  on  the  Isthmus. 

Wixeflcreens 


9157.7$ 


SS6.00 
20,  TOO. '/9 

^,276.04 

"**M7.*06* 


1.968.90 

6,760.75 

940.61 

2,941.87 

8,986.00 
2,266.01 
198.64 
67.76 
7,639.17 
1,102.60 
27,438.89 


861.12 
710.20 
727.04 

7.276.14 
442.66 

1,194.91 

108.67 

28,048.75 

6,400.17 

1,875.00 

1.688.75 

2,480.84 

419.27 

2,884.81 

88,619.28 

12,612.78 

18,675.82 


2,668.92 
2,278.14 
288.00 
8,257.80 
3^800.00 
162,210.68 
2,181.60 


861.12 
7ia20 
727.  M 

7,788.87 
442.66 

1,194.«1 

488.57 

48,748106 

10,745.21 

1.875w00 

8,  Oft.  41 

2,480.84 

419.27 

4,837.51 

40.880.08 

13.568.84 

16. 610. 69 

S,9a5w00 
4,830.88 
2,476.78 
880.75 
15,896.47 
4,402.60 
189.668.68 
2,181.59 


T6tal. 


87,815.07 


402,008.98 


489,909.00 


It  is  thought  that  the  expenditures  from  the  appropriation  of 
flOjOOOyOOO  for  a  canal  connecting  the  Atlantic  with  the  Pacific  Ocean 
to  the  end  of  the  current  fiscal  year,  June  80,  1905,  including  expend- 
itures made  prior  to  the  appointment  of  thii  Commission,  may  reach 
an  aggregate  of  $5,000,000,  depending  upon  the  time  that  may  be 
required  to  get  Uie  construction  work  well  under  way  after  the  Com- 
mission has  adopted  the  final  plans  of  the  canal.  In  the'following  fisittl 
year  the  increasing  niecessities  of  the  work  may  require  an  expenditure 
of  $16,000,000  or  even  more. 

Budget  for  the  gotfemment  of  the  Oainal  Zone  for  ike  current  fieoal  year  ending  JuneSO^  1906. 

RBCSIPTS. 

Collected  prior  to  September  30,  1904: 

United  States  gold $ll683.80 

Silver,  $22,152.73,  or  about 10,550.00 


Say 12,000.00 

Estimated  for  rest  of  fiflcal yoar 27,000.00 


$99,000.00 


Amonnt  to  be  paid  from  United  States  Gov- 
ernment appropriatioDS 1,187,000.00 


$1,22$,  000. 00 


BZPBNDrruBaB. 
Oanal  Zone  government: 

Governor's  office  and  executive  secretary's  office $30, 000. 00 

Department  of  revenues 20,00a00 

Treasurer's  office 4, 000.  CO 

Departmeotoi  justice ^ 17,000.00 

Education 5,000.00 

Police  dejwrtment 60,e00.00 

Public  boildings and rosds...* •.^•*«.*... 24,000*0) 


tUttyMiOO 
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Cknal  Zone  flovemment— Continiied. 
Health  department: 

Improvements,  buildings,  and  repairs |368, 500. 00 

Equipment,  euppliee.  etc 273,500.00 

fioianes and waffee  (mclnding labor) 326,500.00 

Subeistenoe anosondries 07,500.00 

II,  066, 000. 00 

Total ..---  1,226,000.00 

Budget  for  the  gooemment  of  the  Canal  Zcmefcr  the  fiscal  year  ending  June  SO,  190$. 


Estimated  revenues $140,000 

Amount  to  be  paid  from  United  States  Government  appropria- 
tions     056,460 

$1,096^480 

The  foregoing  inclncles  the  amount  required  from  the  funds  at  the  dis- 
posal of  the  Commission  for  the  health  department,  which  has  for  con- 
venience of  administration  been  made  a  subdepartment  of  the  Canal 
Zone  government 

BBTIMATRD  XXPaNDITUXB. 

Govemor'B  office $1,000 

Executive  secretary's  office 33,140 

Department  of  revenues 24,970 

Treasurer's  office 4,650 

Department  of  justice ^,400 

Education 11,400 

Police  department 80,620 

Public  buildings  and  roads 78,000 

276,080 

Deportment  of  health «. 821,380 

-TTTT 1,096,460 

The  foregpin^  estimates  of  Canal  Zone  receipts 'ai)d  expenditures 
are  substantially  those  of  the  eovernor  of  the  Qinal  Zone.  In  some 
cases  slight  modifications  have  oeen  made  by  th^  jCpmmissiQn.  Nota- 
bly among  these  is  a  reduction  in  the  expenditures  proposed  by  the 
departip^nt  of  health  on  the  island  of  Taboga.  The  Commission  does 
not  accept  the  establishment  of  a  convalescent  station  or  branch  hos- 
pital at  that  point  as  requisite  within  a  year,  aad  tberefor^e  has  reduced 
the  estimate  to  that  involved  in  proper  care  of  the  property. 

It  is  not  probable  that  the  expenoitures  estimated  by  the  physicians 
in  ^sbar^  of  the  hospitals  and  of  the  other  services  in  the  health  depart- 
ment will  be  re^juired,  but  it  is  submitted,  without  mateiial  alteration, 
as  the  Commission's  estimate,  being  intended  to  cover  possible  require- 
ments and  emergencies.  An  increase  of  the  staff  of  the  health  and 
other  departments  will  only  be  granted  as  necessity^  requires,  and  is 
not  to  be  considered  as  authorized  by  this  sulHnission  oi  an  annual 
budgeti 
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Condensed  estimcUes  oj  expendUurea  on  which  the  foregomg  iummary  u  bated. 


DeslgiiAtioii. 


telAiles. 


LabOT 
■oppllei 
expenaea. 


TOCaL 


Oovemor's  office 

Executive  aecretary'8  office 

Department  of  reyenues 

Main  office.... 

Poetal  wrvice 

Treasurer's  office 

Department  of  justice 

Education 

Police  department 

Public  buildings  and  roads: 

Roads  

Buildings,  repafia,  and  furniture 

Health  department: 

Office  of  chief  sanitary  officer 

Office  of  director  of  hospitals 

Ancon  Hospital 

Colon  Hospital 

Emergency  hospitals  and  dispeuflaries 

Convalescent  station  on  Taboga  Island 

Quarantine  service 

Sanitary  service,  Canal  ZOne 

Panama  health  office 

Colon  health  office 

Subsistence  at  hospitals  and  detention  barracks . 


tl,800 
24,610 


18,800 
4,170 
4,200 

20,400 
6,900 

70,620 


tlOO 
8.500 
1,600 


••s 


20,900 

/IS,  600 

192,600 

64,480 

29,620 

900 

88,220 

71,460 

12,200 

9,400 


4,600 

10,000 

18,000 
66,000 

200 

200 

89,700 

18,600 

16,000 

2,000 

11.600 

92.000 

10,700 

7,000 

175,200 


n,9oo 

88.148 

M.no 

4.660 

20,400 
11,400 
80.630 

78^000 


8a,880 


Total. 


1,096,400 


The  receipts  and  disbursements  of  the  municipalities  of  the  Oanal 
Zone  are  estimated  for  the  fiscal  year  commencing  July  1, 1906,  and 
ending  June  30,  1906,  as  follows: 

Reoeipts: 

Land  tax 14,000 

Slauehter  houaefl 11,000 

Retail  sale  of  liquors 32,000 

Commercial  taxes • 27,500 

Fines 6,850 

Miscellaneous 2,200 

983,660 

Disbursements: 

Salaries 88,610 

Charities 11,»40 

Public  works 12,600 

Rentals 1,900 

Jails 10,600 

Miscellaneous 8,100 

88,660 

There  are  submitted  herewith:  ^*A  Financial  Statement  of  the 
Treasurer  of  the  Commission,"  *'The  First  Annual  Report  of  the  Gov- 
ernor of  the  Canal  Zone,"  a  printed  copy  of  the  ^^Laws  of  the  Canal 
Zone,"  being  all  of  the  laws  enacted  by  the  Commission  to  the  date  of 
this  report. 

Respectfully  submitted. 

J.  G.  WAUtBR, 

Wm.  Babolat  Pabsonb, 
Wm.  H.  Buhb, 

B.  M.  Harrod, 

C.  E.  Gbunskt, 

<^The  Hon.  Wm.  H.  Tapt, 

Stordary  of  War* 
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Appendix  No.  1* 

nSASUBBB'S  BEPOBT. 

JflTHKiAN  Oakal  GomciBSiONy  Officb  ov  thb  Tbbasubeb, 

December  J,  1904. 
QwmMMXix:  I  have  the  honor  to  sahmit  the  following  financial  statement  to  Sep- 
tember 30,  1904,  for  the  Commission'B  first  annual  report: 


Appropriation,  "Oomal  connecting  the  AUanUc  and  Pacific  ocecmeJ 

ne28,  1002 

officers  by  requisitions  on  the  Treasury 


Appropriated  by  act  of  June^28, 1002 _ $10,000,000.00 

Advanced  to  disbursing 
Department: 
To  the  disbursing  officer,  State  Deportment,  prior 

to  present  oi^ganization $3,985.00 

To  apedal  disbursing  officer,  prior  to  establishment 

6f  treasurer's  office 46,000.00 

To  the  treasurer 140,000.00 

T6  the  deputy  treasurer 80,000.00 

To  the  disbursing  officer  on  the  Isthmus 255,000. 00 

523,985.00 

To  the  Treasury  Department 500.00 

624,485.00 

9,475,515.00 
Unexpended  balance  deposited  by  special  disbursing  officer  ^ .  1, 000. 00 

September  30, 1904,.  balance  in  treasury 9,476,515.00 

NoTB. — ^Allotments  have  been  made  to  the  Navy  Department  of  $2,500  and  to  the 
Treasury  of  $1, 000.  The  Navy  has  not  drawn  from  the  Treasury  for  expenditure  the 
amount  allotted,  while  the  Treasury  has  only  drawn  $500,  as  noted  above. 

Any  portions  of  these  allotments  not  expended  by  the  respective  departments  will 
be  returned  to  the  appropriation. 

MBMORAKDUM. 

Advances  to  disbursing  officer  on  the  Isthmus,  as  above  stated $255, 000. 00 

United  States  currency  transferred  and  shipped  by  the  Treasurer's 

Office  to  the  Isthmus 45,000.00 

Miscellaneous  collections  for  rent  of  buildings,  lands,  supplies,  sale 

olwater,  etc 7,081.84 

a07,fi21.84 

Analywis  of  expendUures. 

Washington  branch  office: 

Salaries  of  Commissioners i $39,039.04 

Salaries  of  all  other  officers  and  employees 24,247.63 

Traveling  expenses .      6,878.63 

Transportation  of  officers  and  employees  to  Isthmus. . .      6, 957. 91 

Supplies  shipped  to  the  Isthmus 112,575.70 

I         Miscellaneous  (rent  of  offices,  furniture,  fixtures,  sta- 

ttionery.  office  supplies,  cable  and  telegraph  service, 
books,  blanks,  pnnting,etc.) 15,761.81 

$205,460.82 

Isthmian  headquarters: 

Salaries  of  ClommiaBioners..^ 10,277.10 

Government  of  Canal  Zone —  '\  ' 

Salaries,  sanitarv  and  health  department ^,  776. 62 

Salaries,  police  department 14,477.54 

Salaries,  all  other  Zone  employees 6,542.52 

Salaries  and  labor  rolls,  engineering  department...  174» 962. 46 
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lathmlan  headqaarten— Continaed. 

Government  of  Oanal  Zone-Oonliiiaed.         ^ 

Salaries  and  labor  rolls,  material  and  snpplieB  de- 
partment, disbursing  office  and  land  administra- 
Son :. 164,411.29 

907,447.43 
Supplies  and  misoeUaneoas  expenses  all 
departBMwia,  Papal  gone 98^474.08 

Sappiies  and  misceltaiieous  expepses,  en- 

gmeering  and  material  department 23,108.48 

•^ r-    31,682.51 

9329,029  94 

Total  ezpenditni^  for  salaries,  l^bor, 
material,  and  miscellaneoos expenses..... <>634,490.16 

aNoTB.— It  will  be  noted  that  the  total  of  expenditnres  reported  exceeds  the  total 
amount  advanced  to  all  the  disbursing  officers  oy  $10,500  in  round  figuics.  This  is 
due  to  the  fact^bat  in  order  to  show  cost  of  operations  on  the  Isthmus  up  to  Septem- 
ber SO,  the  pay  and  labor  rolls  for  the  last  half  of  the  month,  aggregating  about 
$44,600,  although  not  actuallv  paid  on  that  date,  are  included  in  the  expenditures 
on  the  Isthmus.  Deducting  this  amount  from  the  total  of  expenditures  reported  will 
leave  approximately  $490,000,  as  the  actual  payments  maae  to  September  30,  the 
difference  between  this  s^ount  and  the  total  advances  to  and  collections  by  disbara- 
ing  officers  being  represented  by  unexpended  balances  of  about  $40,000  in  their  hands 
on  September  §b,  or,  in  other  words,  the  same  result  is  shown  by  taking  the  total 
receipte  of  disbursing  officers,  in  round  numbers,  approximately  $530,000  lees  onex- 
pended  ))a|anoeB  in  taeir  hands  $40,000,  actual  payments  $490,000. 

SuppUmentarp. 

September  90, 1904,  balanoeef  appropriations  as  above $9,476^515  00 

Pebits  in  October  and  November: 

AdviiDices  to  disbursing  officers $703,000.00 

Aooounts  settled  by  the  Treasury  Department  by 
transfer  of  appropriation  for  supplies  furnished  by 

other  Government  pepartments 3,181.28 

706,181.28 

November  30, 1904,  balance  in  treasury 8,770,333.72 

The  local  revenues  and  .ooUeotioRS,  as  reported  by  the  goveEppr,  aye — ix^Ho  the 
sale  of  Panama  postage  stamps,  stamped  pai^r,  internal  revenue  stamps;  rente  of 
lands,  houses  ana  materials;  real  estate,  retail  liquor  and  slaughterhouae  taxes;  excise 
taxes  on  distillation  of  rum,  and  taxes  and  fines  collected  by  th^e  police  d^partosent 
aggregating  $22,152.73  local  curzen^.;  and  United  States  poatsge  stams  smnluMKed 
'^Canai  Zone,"  $1,583.80  United  States  gold;  municipal  revenues  $8,529.55,  and 
expenditures  $6,307.05,  local  currency,  these  figures  being  only  up  to  September 
30,  1904. 

Effort  is  here  made,  so  far  as  this  report  is  concerned,  to  show  expenditures  under 
general  heads  only,  indicating  the  nature  thereof.  It  may  be  ad^ed,  bowevar,  that 
it  is  the  intention  to  carry  all  ex{ienditures  from  the  barinning  through  th^  "  Classi- 
cation  of  aooounts"  recommended  by  the  tieasurer's  office,  adopted  by  the  Copamia- 
sion^  and  officially  promulgated  An^pist  20, 1904. 

In  fact  this  worx  of  classiBoation  is  now  in  pro^eress,  but  the  daanfti^tjon  of 
expenditures  on  the  Isthmus  could  not  be  obtained  in  time  for  this  report:  aiid,  as 
above  stated,  all  expenditures  from  the  beginning  will  be  so  dae^fiod,  incfoded  in 
the  next  annual  report,  and  shown  in  final  nesuUs. 

The  $50,000,000,  appropriated  and  paid  to  the  French  CkNppaw  *l?d  Bapublic  of 
Bftnama,  will  also  be  properly  posted  so  that  the  books  of  the  Commission  and  final 
report  will  ultimately  show  total  cost  of  the  canal  project 

KespectfuUy  euhnutted. 

A.  &  KBM«t»  lipmmfirtr. 

IffTHMiAN  Canal  Commisbioh, 

JBmung  SUar  Buiidkig^  WothkidUm^  D.  (X 
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Appendix  No.  2, 
rourr  avotal  xbpobt  o7  thx  ootsbnob  07  T^^  canal  zons,  vmcmn 

07  PANAXA,  XAJ.  OXM.  COIOBOX  W.  9AYI9, 1IX]CBX]|  OP  TEN  I8THXIA|r  CANAL 
OOMXXWON. 

AnOON,  IflTBMAlN  OaMAL  ZoH? , 

November  1,  1904* 

Sib:  0^  the  8th  day  of  May,  1904,  the  iBthnoian  Oanal  CemmiaBion  adopted  a  reao- 
lution  in  worda  as  foUowe: 

Beeoived,  That  Maj.  Qen.  Qeo.  W.  Dayia  be  authorized  and  directed  to  represent 
thia  CommisBion  on  the  lathmns,  M^ing  general  charve  of  the  canal  work  and  canal 
properties  until  the  arrival  upon  the  ground  of  a  chid  engineer.  He  is  empowered 
and  directed  to  use  the  present  force  of  employees  to  the  best  advantage  an4  to 
employ  such  additional  labor  and  to  puichaee  such  materials  and  supplies  as  may 
be  necKied  for  the  proper  conduct  of  the  woric.  He  is  also  empowerea  to  determine 
and  fix  at  the  prevailing  ratee,  so  far  as  practicable,  the  wages  and  salaries  of  laborers 
and  other  employees  not  fixed  by  the  Commission.  Salaries  so  fixed  shall  be  reported 
to  the  Gonmussion^  and  shall  remain  in  force  as  the  rates  of  compensation  until  modi- 
fied by  the  Commission.  He  is  authorized  to  approve  vouchers  for  payment  by  the 
diaboraing  officer  of  the  Conrniission.  He  is  also  authorized  to  represent  this  Commis- 
sion in  conferences  with  the  Government  of  the  Republic  of  Panama  and  the  muni- 
cipal authorities  of  Panama  and  Colon  in  matters  relating  to  land,  customs  duties 
and  other  similar  matters,  reporting  any  action  from  time  to  time  to  this  Commission. 

In  the  discbai^  of  these  duties  General  Davis  will  avail  himself  of  the  counsel 
and  cooperation  of  Commissioner  F.  J.  Heeler  while  he  is  on  the  Isthmus. 

On  the  same  day  the  Isthmian  Canal  Commission  was  furnished  with  a  copy  of  the 
etter  of  instructions  of  the  President  of  the  United  States  to  the  Secretary  of  War, 
vesting  him  with  the  power  to  direct  a^d  supervise  all  the  work  of  the  Isthmian 
Ganal  Commission,  done  by  virture  of  powers  delegated  to  the  President  by  act  of 
Congress  approved  Jimuaiy  28,  1904,  in  the  diming,  construction,  and  completion  of 
the  canal,  and  in  the  government  of  the  Canal  Zone  a^d  its  appurtenant  territory. 
This  letter  of  instructions  was  also  a  letter  of  appointment  of  Gen.  Geo.  W.  Davis,  a 
member  of  the  Canal  Commission,  as  ^verQor  of  the  Canal  Zone. 

As  to  his  powers  and  duties,  he  was  instructed  ''to  proceed  at  once  to  the  Isthmus 
of  Panama.  He  ^ill  in  my  name,  a^  the  chief  executive  of  the  Canal  Zone,  for  and  on 
behalf  of  the  United  States,  see  that  the  laws  are  faithfully  executed,  and  will  main- 
tain possession  of  eaid  territory,  including  the  public  lands  therein  and  the  propertv  ' 
real  and  movable  on  the  Isthmus  of  Panama,  except  that  of  the  Panama  Kailroaa. 
that  has  recently  been  acquired  from  the  Republic  of  Panama.  He  is  hereby  vested 
with  the  power  to  grant  reprieves  and  pardons  for  offenses  against  the  rules,  regula- 
tions, ana  laws  in  force  b^  virture  of  action  of  the  Commission  or  by  virture  of  the 
clause  hereof  continuing  m  force  the  laws  of  Panama.  In  case  of  his  disability  or 
absence  from  the  Oanal^ne  at  anytime,  the  Isthmian  Canal  Commission  is  empow- 
ered to  designate  the  person  or  persons  to  act  as  governor  during  such  absence  or 
disability,  except  aa  nerein  prescribed,  the  duties  of  the  governor  shall  be  fixed  by 
legislation  of  the  Canal  Commission. 

*'  For  the  preservation  of  order  and  protecUiig  the  property  of  the  United  States, 
within  or  witnout  said  Zone  as  provided  by  article  7  of  the  canal^cenvention,  an  adequate 
police  force  shall  be  maintained.  If  at  any  tjme  there  shall' arise  necessity  for  mili- 
tary or  naval  assistance  the  governor  shall,  if  possible,  im>mptly  notify  you,  and  in 
the  event  of  a  sudden  exigency  the  governor  may  call  upon  any  available  military  or 
naval  force  of  the  United  States  to  render  assistance,  and  the  same  shall  be  immedi- 
ately furnished. 

"  It  ifl  a  matter  of  first  importance  tiiat  tiie  most  approved  and  effective  methods 
and  measures  known  to  sanitary  science  be  adopted  m  order  that  the  health  condi- 
tions on  the  Isthmus  mav  be  improved.  It  is  the  belief  of  those  who  have  noted  the 
BucceaEtful  results  secured  by  our  army  in  Cuba  in  the  obliteration  of  yellow  fever  in 
that  island  that  it  is  entirely  feasible  to  banish  the  diseases  that  have  heretofore 
caused  most  mortality  on  the  Isthmus,  or  at  least  to  improve  as  greatly  the  health 
conditions  there  as  in  Cuba  and  Porto  RicQ.  I  desire  tnat  every  possible  effort  be 
made  to  protect  our  officers  and  workmen  from  the  dangers  of  tropical  and  other 
diseases,  which  in  the  past  have  been  so  prevalent  and  deetm^tive  in  Panama.'' 

A  copy  of  the  letter  of  instructions  was  furnished  to  General  Davis  by  the  Secre- 
tary of  War,  and  he  sailed  for  the  Isthmus  on  May  10, 1904.  An  employee  to  act  as 
Mcietaiyi  another  aa  captain  of  polioei  and  a  naval  paymaster  to  act  aa  diaboraing 


2466  INVESTIGATION   OF   PANAMA   CANAL   MATTERS. 

officer,  accompanied  him.  A  major  and  a  lieutenant  of  the  United  States  Army 
Corps  of  Engineers,  with  two  civilian  assistants,  were  already  on  the  Isthmus. 

In  the  announcement  made  by  the  undersigned  on  May  19,  1904,  appears  the  fol- 
lowing in  respect  to  Colonel  Hecker: 

"It  is  further  announced  that  Col.  Frank  J.  Hecker,  member  of  the  Isthmian 
Canal  Commission,  has  been  assij^ed  by  the  Commission  as  general  coadjutor  to  the 
undersigned  on  the  Isthmus,  his  duties  induding  the  general  supervision  of  the 
receiving,  listing,  assorting,  and  storing  of  the  property  and  material  here  recently 
purchased  by  the  United  States;  the  preparation  of  schemes  for  repair  of  buildings, 
consolidation  and  renovation  of  work  ships  and  storehouses,  more  effective  care  of 
material  and  supplies,  and  reoiganization  and  reduction  of  the  force  of  custodians  of 
property;  also  tne  observation  of  the  methods  of  management  of  the  Panama  Rail- 
road, but  without  intervention  in  or  direction  of  the  control  by  present  local  officers. 
In  short,  he  is  to  make  a  critical  general  inspection  and  to  collect  all  procurable  use- 
ful data  for  the  Commission  respecting  the  canal  property  and  the  business  affoiia 
on  the  Isthmus  of  Panama,  now  controlled  by  the  Umted  States." 

On  the  17th  of  May  the  governor  arrived  at  Colon,  and  on  the  19th  of  the  same 
month  he  called  on  the  President  of  the  Republic  of  Panama  to  whom  he  presented 
a  letter  of  introduction  from  the  President  of  the  United  States.  He  was  graciously 
received  by  President  Amador. 

On  the  same  day  the  governor  announced  to  the  inhabitants  of  the  land  ceded  by 
the  Republic  of  Panama  for  canal  purposes  that  the  territory  had  been  occupied  by 
the  United  States  of  America,  and  tnat  the  temporary  government  over  the  same 
and  of  its  inhabitants  had  been  assumed  by  the  undersi&rned,  acting  for  and  in  the 
name  of  the  President  of  the  United  States.  The  people  were  alK>  informed  that 
the  laws  of  the  land  would  be  continued  in  force  except  where  they  were  found  to 
be  in  conflict  with  certain  fundamental  principles  of  government  that  are  embodied 
in  the  Constitution  of  the  United  States,  wnereb^  specified  individual  rights  are 
guaranteed  to  the  people.  Alcaldes  and  other  officials  already  in  the  performance  of 
official  duties  were  directed  to  continue  in  the  discharge  of  their  functions. 

Persons  to  perform  the  duties  of  secretary,  treasurer,  police  captain,  and  sanitary 
officer  were  named  to  take  chaii^  of  appropriate  duties  in  the  Zone  government^ 
and  they  at  once  assumed  the  duties  to  which  they  were  assigned. 

TBANBFEB  OF  THB  ZONB. 

Very  soon  after  the  publication  in  Panama  of  the  announcement  that  the  United 
States  authorities  had  assumed  control  in  the  Canal  Zone,  the  Government  of  the 
Republic  expressed  objection  to  so  summary  or  precipitate  assumption  of  control  aa 
haa  resulted  from  the  course  pursued  by  the  governor  as  stated  above. 

A  statement  of  the  situation  was,  at  that  time,  submitted  to  yourself,  and,  through 
diplomatic  channels,  was  reported  at  the  Department  of  State.  On  the  26th  of  May 
the  ^vemor  was  instructed  that  he  shoula  participate  in  any  ceremonies  or  for- 
malities that  might  be  proposed  by  the  Panama  Government  as  incidental  to  the 
assumption  of  direct  control  by  the  United  States  representatives,  but  he  was  cau- 
tioned that  nothing  should  be  done  that  could  invaliaate  any  action  already  taken. 

The  minister  of  foreign  affairs  was  at  once  informed  of  the  readiness  of  the  governor 
to  participate  in  such  ceremonies  as  his  Government  might  have  in  contemplation. 
In  furtherance  of  a  suggestion  by  the  governor  a  communication  outlining  the 
ptroposed  ceremonious  function  and  a  draft  of  a  proposed  agreement  for  the  provi- 
sional delivery  of  the  Zone  to  the  United  States  authorities,  prepared  by  the  minister 
of  foreign  a^irs,  was  sent  to  the  governor. 

Some  of  the  provisions  of  the  draft  contemplated  action  on  the  part  of  the  governor 
that  he  would  not  be  competent  to  take.  Attention  was  invited  to  these  featorea, 
and  there  were  several  personal  conferences  between  the  minister  of  foreign  afEaiia 
and  the  governor,  in  which  the  latter  pointed  out  the  very  great  advantage  that 
would  result  to  the  Republic  and  to  the  United  States  by  an  arrangement  of  hmita  at 
once  that  would  be  recognized  as  controlling  until  such  time  as  definite  surveys  oonld 
be  made  of  the  Zone  boundaries  and  of  the  Tines  of  separation  between  the  ^ne  and 
the  cities  of  Colon  and  Panama.  The  undersigned  submitted  maps  wherein  were 
marked  the  proposed  provisional  limits. 

Mr.  Arias,  the  minister  of  foreign  affairs,  promptly  accepted  the  proposal  in  prin- 
ciple. It  was  arranged  that  the  governor  of  the  Zone  should  submit  a  counteraraft 
of  the  proposed  agreement,  and  should  also  prepare  the  necessary  maps  that  i-oukl 
tie  made  a  part  of  the  formal  document. 

The  amended  draft  and  maps  were  submitted  by  the  governor  to  Mr.  Alias  on  the 
SOth  or  Slit  of  May. 
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Farther  discussion  followed.'  Some  changes  were  made  in  the  bonndary  of  the 
dty  of  Panama,  at  the  instance  of  Mr.  Arias,  and  corresponding  corrections  were 
made  in  the  maps.  On  the  16th  of  June  all  the  papers  were  signed  by  the  parties  to 
the  agreement;  this  in  the  foreign  office  of  the  Republic  of  Panama  and  in  the  pres* 
ence  of  the  F^nesident  of  the  Republic. 

Through  a  clerical  error,  the  papers  bear  the  date  of  June  15  as  the  day  on  which 
they  were  executed,  but  the  signatures  were  actually  affixed  on  the  16th  day  of  June. 

On  the  following  day,  to  wit,  the  17th  of  June,  the  minister  of  foreign  afEairs,  in 
an  official  letter,  notified  the  governor — 

'*that  all  the  official  and  public  employees  in  the  Ganal  Zone  have  been  instructed, 
through  their  respective  superiors,  that  since  yesterday  their  functions  as  members 
of  the  Groverament  of  the  Republic  of  Panama  have  terminated  because  of  the  fact 
that  the  municipal  districts  on  the  line  of  the  railway,  over  which  they  have  juris- 
diction, have  been  separated  from  the  national  territory  by  virtue  of  the  agreement 
dffned  by  yourself  and  the  undersigned  on  the  date  mentioned." 

Reference  has  been  made  to  the  &ct  that  the  Government  of  the  Republic  objected 
to  the  informality  that  attended  the  assumption  of  control  over  the  Ganal  Zone  by 
the  representatives  of  the  United  States,  and  to  the  further  fact  that  the  governor 
of  the  Sione  was  quite  ready  to  participate  in  any  proper  functions  or  ceremonies;  but 
as  the  discussion  of  the  delimitation  agreement  proceeded  there  was  no  reference  to 
the  matter  of  formalities,  nor  was  the  subject  ever  mentioned  again. 

The  instructions  to  alcaldes  contained  in  the  governor's  announcement  of  May  19 
were  supplemented  by  notifications  to  the  alcaldes,  the  municipal  judges,  the  inspectors 
of  police,  and  the  taxgatherers,  in  which  they  were  told  that  they  were  to  proceed 
in  the  performance  of  their  functions  as  their  duties  were  defined  bv  the  laws  of  the 
Bepabuc  that  were  in  force  therein  when  the  canal  treaty  was  ratified. 

GBOGBAPHT. 

The  territory  of  the  Republic  of  Panama  is  divided  into  provinces  and  these  are 
subdivided  into  municipalities,  usually  spoken  of  as  municipal  districts.  The  canal 
route  traverses  two  of  tnese  provinces — those  of  Colon  and  Panama—and  the  capital 
cit;r  of  each  has  the  same  name  as  that  of  the  province  in  which  it  is  situated. 
Within  a  part  of  the  province  of  Colon  that  is  traversed  by  the  canal,  and  partly 
within  and  partly  without  the  Zone,  are  situated  the  municipalities  of  Colon,  Gatun, 
and  Buenavista,  having  populations  numbering  approximately:  Colon,  6,000;  Gatun, 
900,  and  Buenavista,  2,200.  Within  ^jp  province  of  Panama,  partly  without  and 
partly  within  the  Zone,  are  the  towns  pi  Panama,  having  a  population  (by  estima- 
tion) of  18,000;  Empire,  2,500,  and  Gorgona,  2,200.  The  municipalities  of  Arraijan 
and  Cbonera,  also  of  the  same  province,  extend  into  the  Zone,  but  the  inhabitants 
of  such  districts  within  United  States  jurisdiction  do  not  number  more  than  100  or 
200  souls. 

When  the  limits  of  the  Zone — ^10  miles  wide — fixed  in  accordance  with  the  canal 
treaty  are  projected  upon  a  map,  and  the  agreed-upon  limits  of  the  cities  of  Colon 
and  Panama  are  defined  or  delineated,  it  is  seen  that,  as  respects  the  several  political 
subdivisions  of  territory  and  inhabitants  within  the  canal  strip,  the  result  is  about 
Ba  follows: 


Name. 


Fopulft- 
tion. 


Square 


Colon 

Gatan 

Bneoavlsta 

GoTKona 

Empire 

Panama 

Arraijan 

Chorrera 

Total ^ 


1,000 
800 
2,000 
2,200 
1,900 
1,000 

aoo 

25 


9,125 


47,098 
74,112 
9Si602 
84,071 
65,466 
78,976 


448,879 


The  areas  here  given  are  for  the  several  municipalities  as  they  were  announced  by 
the  governor  on  July  1,  1904. 

The  cities  of  Colon  and  Panama  are  in  close  proximity  to  the  canal  line,  and  more 
than  nine-tenths  of  the  inhabitants  of  those  cities  are  domiciled  within  the  geo- 
graphical limits  of  the  10-mile  strip  that  is  traversed  by  the  canal  location,  out 
outside  of  the  political  limits  of  the  United  States  Zone.  The  area  recognized  as 
pertaining  to  the  cities  proper,  by  the  delimitation  agreement  already  referred  to, 
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has  been  computed  from  the  map  as  havinff  an  ezteoBion — Panama  of  673  acres  and 
Colon  of  502  acres.  The  former  is  bounded  on  three  sides  by  lands  of  the  Zone,  and 
its  fourth  side  is  toward  the  bay  of  Panama;  while  Colon  is  bonnded  throughoot 
four-fifths  of  its  perimeter  by  water  and  land  that  is  within  the  Canal  Zone  as  reoog- 
nized  by  the  delimitation  agreement 

As  soon*as  an  understanding  had  been  reached  as  to  the  limits  of  the  United  States 
territory,  efforts  were  made  to  ascertain  what  were  the  dividing  lines  between  the 
several  municipalities,  but  beyond  some  very  vague  descriptions  in  the  laws  creating 
the  towns,  there  was  little  to  be  learned  as  to  the  respective  areas»  and  often  the 
limits  were  very  tortuous.  As  every  point  on  the.  Zone  limits,  though  not  yet  sur- 
veyed and  marked,  was  exactly  5  miles  from  the  nearest  point  on  th^  axis  of  the 
canal,  it  was  always  easy  to  ascertain  exactly  whether  or  not  a  certain  locality  was 
withm  or  without  the  iMue,  and  since  the  purpose  of  the  United  States  in  assuming 
the  government  of  the  territory  bordering  the  canal  route  was  the  sole  object  <» 
facilitating  the  construction  of  the  canal,  and  since  definite  and  easily  recognised 
lines  of  separation  between  municipalities  would  facilitate  the  administration  of  local 
government,  considering  also  that  the  canal  route  had  long  before  been  staked  off 
and  marked  by  kUometer  posts  that  were  readily  reco^izedor  found,  it  was  decided 
that  straight  lines  should  be  used  in  marking  all  divisional  lines  between  municipal- 
ities, and  that  said  lines  should  pass  over  canal  distance  posts  or  marks  in  every  case, 
and  should  bisect  the  canal  axis  at  these  marks  in  sucn  manner  that  whether  the 
center  line  of  the  propose<l  canal  were  a  straight  or  a  curved  line,  the  transverse  line 
would  always  be  normal  to  the  navigable  channel,  so  that,  if  the  canal  axis  were  laid 
out  on  the  arc  of  a  circle^  the  bisecting  line  of  municipal  separation  passing  thijoogh 
the  distance  mark  would  be  at  right  angles  to  a  tangent  of  the  said  curve  at  the  point 
of  bisection. 

HAfiBOm. 

Aocoiding  to  the  terms  of  the  canal  convention,  the  harbors  adjacent  to  the  tiro 
dties  of  Colon  and  Panama,  although  within  the  10-mile  Canal  Zone,  were  to  remain 
under  the  jurisdiction  of  the  Republic  of  Panama.  In  the  delimitation  agreement 
referred  to  above,  that  was  signed  on  June  16,  1904,  the  limits  of  these  hsirborB  are 
described  only  in  part;  that  of  Colon  consists  of  the  outerportion  of  the  Bay  of  limon; 
and  situated  directly  opjxMite  (west  of)  the  existingwharves,  but  its  limits  toward 
the  sea  will  yet  have  to  be  defined  and  buoyed.  The  United  States,  by  express 
a^eraent,  has  reserved  exclusive  jurisdiction  over  the  dredged  canal  channel  that 
will  traverse  this  harbor  of  Colon  so  that  at  all  times  a  vessel  proceeding  to  and 
emerpxift  from  the  canal  and  from  the  United  States  port  of  Cristooal  will  always  be 
within  united  States  jurisdiction  until  she  passes  beyond  the  3-mile  limit.  All  the 
inner  portions  of  the  Bay  of  Limon,  as  well  as  the  dredged  waters  of  Fblk  River,  will 
be  the  harbor  of  Cristobal.  Should  the  French  plans  K>r  this  harbor  be  adhered  to, 
the  port  of  Colon  will  cease  to  have  any  commerdal  importance  after  the  new  hubor 
shall  have  been  made.  The  United  States  has  jurisdiction  over  the  site  of  both  light- 
houses now  marking  the  headlands  of  Limon  Bay  and  the  port  of  Colon.  Veseela 
drawing  18  feet  now  discharge  canal  material  in  the  port  of  Cristobal. 

The  headlands  that  bound  the  harbor  of  Panama  are  designated  in  the  above-cited 
agreement,  but  the  seaward  front  of  this  port  yet  remains  to  be  determined  and 
buoved.  In  making  a  decision  of  this  question  and  giving  due  weight  to  the  ph3raical 
conoitions  and  contractual  relations  that  obtain  there  should  be  no  question  as  to  Uie 
final  restilt,  although  it  is  understood  that  the  authorities  of  the  Republic  hhv^  put 
forward  a  claim  averse  to  recognition  of  the  right  of  the  United  States  to  intervene 
in  ahy  way  in  the  control  and  reflations  of  the  foreign  commerce  that  may  freqnent 
the  canal  ports  of  Ancon  and  Cnstobal. 

The  following  are  some  of  the  considerations  that  must  have  weight  in  the  deter- 
mination of  this  question: 

(1)  The  dredged  canal  from  abreast  the  islands  of  Kaos,  Perioo,  Culebra,  and  Fla- 
menco, in  the  Bay  of  Panama,  to  the  port  at  La  Boca,  a  distance  of  over  2(  miles, 
were  dredged  by  the  French  Company,  and  are  now  owned  by  the  United  Stetes;  it 
is  United  States  property. 

(2)  La  Boca  wharf  is  the  usual  place  of  loading  and  discharging,  on  the  Pacific 
side,  of  deep-sea  vessels  ensiled  in  the  commerce  of  foreign  countries  and  those 
freighting  material  for  the  United  States  Government. 

(3)  The  islands  of  Naos,  Culebra,  Flamenco,  and  Perico  are,  by  express  c<Midition 
of  the  treaty,  within  the  Canal  Zone  and  under  the  jurisdiction  of  the  United  States. 
The  anchorage  of  deep-sea  vessels  awaiting  their  turn  to  enter  the  canal  and  go  to  La 
Boca  is  directly  under  the  lee  of  those  islands  and  within  a  yery  few  yards  of  their 
shores,  which  safe  anchorage  is  3  miles  from  the  old  wharf  provided  for  the  dischaigo 
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and  londing  of  vcbboIb  freqaentingthe  harbor  of  Panama  proper,  and  quite  a  mile  and 
a  half  frt>m  the  nearest  land  under  the  jurisdiction  of  the  Republic. 

(4)  The  ''adjacent  harbor"  to  Panama  at  which,  by  the  terms  of  the  canal  con- 
ventioB,  is  to  remain  without  the  Ganal  Zone,  is  the  My  that  lies  between  the  Pnnta 
Paitilla  on  the  east  side  and  the  Punta  Chiriqui  on  the  west  Within  this  baj  is  the 
mhtart  that  was  ezclusivelv  used  for  discharge  and  loading  of  all  caigp  coming  and 
going  by  the  Panama  Railroad  until  the  Opening  of  the  canal  route  and  the  comi)le- 
tion  of  the  La  Boca  wharf  about  three  years  ago.  The  deep-sea  vessels  frequenting 
this  port  had  a  commodious  and  safe  ancfaonm  infrontof  the  harbor  at  a  distance 
of  about  a  mile  and  a  half,  and  a  map  of  the  Isthmus,  printed  in  1855,  contains  an 
indication  of  the  use  of  this  anchorage  by  vessels  of  the  Pacific  Mail  Steamship  Com- 
pany and  of  British  vessels. 

Tliat  the  siMierti  of  the  Hay-Bunan- Varilla  canal  treaty  in  arranging  that  oenven- 
tion  had  this  harbor  in  mind  as  the  one  adjacent  to  Panama  there  seems  to  be  no 
doubt,  as  will  appear  from  the  letter  from  Admiral  Walker  to  the  governor  of  the 
Gttiai  Zone  of  Mav  81,  1904,  and  the  letter  of  Mr.  Bunan- Varilla  to  Mr.  Hay,  dated 
JannaiT  19,  1904.  ' 

The  narbor  of  the  Pacific  terminus  of  the  canal  \n  under  the  exdosive  jurisdiction 
of  the  United  States,  and  that  described  under  3  ante,  to  wit,  with  anchorage  under 
the  lee  of  the  American  islands  of  Naos.  Culebra,  Perico,  and  Flamenco,  the  dredged 
channel  leading  tiierefrom,  owned  ana  maintained  by  the  United  States,  and  the 
enlaiged  canal  passing  in  front  of  and  aloi^de  La  Boca  pier,  is  the  harbor  referred 
to,  and  baa  been  named  "  Aneon  "  by  the  President  of  the  United  States. 

HUlrtaPALITIlEB. 

The  Zone,  on  Jiily  1, 1904,  was  segregated  into  six  mnnidtMilities,  two  of  which 
were  newly  created,  and  the  other  four  retained  the  names  l^  which  they  had  been 
known  for  many  tears. 

Beginning  at  the  Colon  end,  the  first  municipality  is  '^Cristobal)"  the  Christian 
name  of  the  discoverer  of  America,  whose  family  name  was  long  since  given  to  the 
northern  terminus  of  the  Panama  Railroad— a  plaoe  which  for  many  years  was  known 
as  ''Aspinwall" — and  this  municipality  included  a  small  area  projecting  into  Limon 
Bay  teclaltned  hxim  the  sea  by  the  Frendh  Canal  Company.  This  area  was  occupied 
with  buildings  erected  by  that  company  aikd  now  belongs  to  the  United  States.  At 
the  extremi^  of  the  mole,  constructed  as  above  stated,  there  was  erected  in  1882  by 
the  French  Company  a  handsome  monument  in  bronze  of  the  discoverer  of  America 
and  an  Indian  by  his  side,  the  group  being  the  gift  of  the  £mptess  Eugenie  to  the 
Colombian  Goverhmetat  made  several  yeate  before. 

The  munidpalitjr  of  Christobal,  bounded  by  the  wek  on  the  norths  stretched  along 
the  canal  line  to  kilometer  5,  including  Mount  Hope  tod  Mindi.  The  munidpalily 
of  "Gatun"  extended  from  Cristobal  to  kilometer  18,  where  it  Joined  Buenavista. 
This  last  munfdpality  extended  to  kilometer  34,  whaM  it  joined  Qoit;;ona,  and  th!^ 
stretched  south  along  the  canal  to  kilometer  48,  the  boundary  of  Empire  (called  by 
the  natives  "  Em^ierador  " ),  a  town  founded  by  the  builders  of  the  Panama  Railroad. 
Empire  extends  south  to  kilometer  68'f  500,  where  it  joins  the  new  municipality  of 
"  Ancon,"  named  for  the  hill  6S6  f^t  high  Which  overlooks  the  city  of  Piuiaima.  On 
the  slope  of  the  hill  is  the  principal  ^verntnent  hospital,  built  by  the  French,  and 
the  headquarters  of  the  Canal  Commission  are  here  situated. 

Anoon  extends  to  Panama  Bay  on  the  south,  and  the  islands  of  Naos,  Cillebra, 
Perico,  and  Flemenoo  are  within  this  mttnicipality.  The  only  buildings  Monging 
to  the  canid  works,  now  the  property  of  the  United  States,  flituated  outside  the 
Oanal  Zone  are  the  ^eiml  canal  bffioe  building,  three  BttE»ries  high,  and  the  resi- 
dence of  the  chief  engineer.  These  structures  are  of  masoniy,  and  are  as  valuable  as 
anv  of  their  kind  bf  equal  sise  ill  the  city. 

in  the  city  of  Golem  are  some  one  and  two  stoty  buildings  of  wood,  erected  for  and 
still  used  as  a  hospital  for  employees.  Thev  are  of  temporary  construction.  On  the 
island  of  Taboga,  in  Panama  Bay,  is  a  wooden  building  interned  tot  use  as  a  oonva- 
leaoent  slatiOB. 

The  area  of  hind  owned  by  the  United  States  situated  within  the  Jurisdiction  of 
Panama,  occunied  by  the  two  buildings  above  refetred  to,  is  1,501  ecraare  meters^ 
while  the  total  area  of  land  conveyed  to  the  United  States  by  the  New  JF^rench  Con* 
pany  is  about  13,500  hectares,  or  about  83,000  acres. 

Upcm  theee  landa  are  aboitt  8.000  wooden  structures  belonging  to  the  United  States, 
of  various  types,  sixes,  and  styles  of  construction^  imtaging  from  10  fieet  square  to  the 
storage  sheas,  some  of  which  are  300  feet  long,  and  a  tew  with  steel  frames,  while  all 
have  galvanised  iron  roofs.    Veiy  little  in  way  of  repairs  has  been  applied  to  those 
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buidings  since  the  work  etopped  in  1889,  and  it  results  as  a  ooatter  of  oonrae  that  the 
temporary  wooden  buildings  are  in  bad  repair.  Durine  the  past  years  a  great  many 
have  collapsed  and  have  been  removed,  while  those  tnat  remain  numbered  about 
2,000  when  the  work' was  taken  over,  in  May,  1904;  but,  notwithstanding  the  poor 
condition  of  many  of  these  structures,  and  the  fact  that  every  one  needed  repain,  tlie 
buildings  received  from  the  French  Company  have  a  very  great  utility,  and  raeir 
existence  spares  the  Government  a  large  expense. 

Since  the  foregoing  wlis  written  the  municipality  of  Gatun  has  been  disoontinaed, 
the  territory  embraced  in  it  being  divided  between  Cristobal  on  the  north  and  Baena- 
vista  on  the  south;  this  by  legisSitive  act  of  the  Commission. 

INDUBCBIAL  AND  SOCIAL  OON£>ITION8. 

The  municipal  government  found  in  existence  consisted  of  an  alcalde,  appointed 
by  the  prefect;  a  municipal  judge,  chosen  by  the  municipal  council;  inspectors  of 
IX)lice,  one  for  each  exterior  wara  of  municipal  subdivision;  a  treasurer,  ami  a  secre- 
tary. The  alcalde,  the  president  of  the  council,  the  municipal  jud^,  and  each  police 
inspector  have  a  secretary.  The  salaries  of  the  alcalde,  the  pohoe  inspectors,  and 
their  secretaries  were  paid  by  the  general  treasurer  of  the  Republic,  while  the 
expenses  of  other  municipal  officials  were  required  to  be  paid  from  municipal  funds. 

There  were  usually  two  public  schools  in  each  town;  but  they  were  very  badly  of! 
for  teachers,  supplies,  and  shelter,  while  the  attendance  was  verjr  poor.  Within  the 
Canal  Zone,  and  outside  the  village  streets,  there  is  no  public  hignway  of  any  kind 
passable  for  wheel  vehicles.  Along  the  railway  that  crosses  the  Isthmus  pedestrians 
pass  and  repass,  and  ponies  may  also  pick  their  wa^  along  the  cuts  and  embank- 
ments just  outside  the  track  itself.  There  is  no  municipal  ouilding  that  could  not 
be  replaced  at  a  cost  of  a  thousand  or  fifteen  hundred  dollare,  and  there  is  no  private 
dwelling  in  existence  that  could  not  be  replaced  at  an  expense  of  |2,000.  Tnere  is 
no  masonry  building  in  the  2k)ne.  Outside  the  immediate  aggregation  of  houses 
there  are  no  roads,  and  there  is  no  means  of  getting  from  one  town  to  its  neighbor 
save  on  pony  back  along  the  railway  tracks. 

ZONB  OOVSRNMBNT. 

Since  the  Congress  has  by  statute  required  that  the  President  shonld,  throngb  his 
own  nominees,  establish  and  maintain  a  government  over  the  Canal  Zone,  and  as  the 
United  States  became  responsible  for  the  maintenance  of  order  and  the  protection  of 
the  people  in  their  persons,  property,  and  religion,  and  as  the  civil,  judicial,  and 
military  officials  administering  the  country  in  the  Republic  of  Panama  all  ceased  in 
the  dischaige  of  their  duties  on  June  16, 1904,  it  became  necessary  that  the  governor, 
who  had  been  designated  by  the  President  as  the  chief  executive,  should  take  the 
necessary  measures  to  insure  the  attainment  of  the  required  results.  In  the  case  of 
four  districts  the  municipal  officials  continue  in  the  dischaiige  of  their  functions;  bat 
there  were  two  districts  where  no  officials  of  the  Panama  Government  remained  save 
two  or  three  inspectors  of  police. 

In  these  districts,  Ancon  and  Cristobal,  trustworthy  members  of  the  police  force 
were  designated  to  administer  the  government,  and  to  this  end  some  of  the  powers  of 
idcaldefl  were  conferred  upon  them.  lathe  four  municipalities  that  maintained  an 
autonomous  existence  the  income  from  taxation  was  reported  to  be  adequate  to  the 
needs  of  the  municipal  corporations,  provided  the  General  Government  paid  the  sal* 
aries  of  the  alcaldes,  the  inspectors  of  police,  their  secretaries,  and  some  of  the  expenses 
of  ^e  schools,  as  was  required  by  Panaman  law. 

For  convenient  reference  and  to  show  how  skillful  the  lawmakers  of  the  former 
government  were  in  gleaning  the  revenue  field,  a  list  of  taxes  imposed  by  manidpal 
councils  is  here  given: 

Foreign  productions  of  all  kinds  brought  into-  the  municipality  for  consnmption 
from  abroad  or  from  a  neighboring  town,  cattle  brought  into  the  municipality  from 
anywhere,  fish  caught  in  or  outside  the  munidpalitv,  bakeries,  commutation  or  a 
money  payment  of  sentences  o|  imprisonment,  peddlers,  personal  laboiB,  billiards, 
public  amusements,  charcoal  burning,  cane-gprinding  mills,  lotteries,  games  of  hasard, 
Duilding  permits  ad  valorem,  traveling  musicians,  sealing  of  weights  and  measnrea, 
soda-water  dealers,  direct  taxes,  transfer  of  domestic  cattle,  auction  sales,  public  aasem* 
blades  at  which  admission  is  chaiged,  eetray  animals,  raffles,  hotels  and  taverns, 
distillery  of  spirits,  retail  liouor  trade,  property  tax,  cockpits,  public  halls,  slaughter' 
houses,  rental  of  municipal  property,  rental  of  vacant  property,  escheated 
permits  to  clear  forestB,  income  tax. 
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The  Tevennefl  of  the  State  are  derived  from  the  followiiif^  general  sources:  Com- 
merciid  contribution,  which  in  reality  is  an  import  tax  varying  from  15  per  cent  ad 
valorcim  to  as  much  as  $8  a  gallon  on  some  kinds  of  liquors,  distillation  of  alcoholic 
liquors,  retail  sale  of  liquors,  slaughter  of  cattle,  cattle,  poll  tax,  land  tax,  lotteries, 
p^l  fisheries,  mines,  patents  and  trade-marks,  stamped  paper,  postal  taxes,  re^isteiv 
mg  of  documents,  ballast  taken,  light-houses,  consular  lees,  certain  exports,  immi- 
gration tax,  gambling  privileges,  opium  monopolar,  register  of  propertjr,  telegraphs. 

On  the  16tn  of  June,  the  treasurers  of  the  municipalities  closed  their  books,  oal- 
anced  their  accounts,  and  reported  the  result  to  the  proper  officers  of  the  Republic 
of  Panama.  The  following  day  these  officials  opened  new  accounts  under  their  offi- 
cial responsibility  as  officers  of  the  government  that  had  been  established  in  the 
Canal  Zone  by  the  United  States. 

On  the  day  of  the  cessation  of  control  by  Panama  officials  there  were  in  office  a  few 
tax^therers.  Their  collections  consisted  of  State  revenues,  derived  principally  from 
excise  on  manufactured  rum,  a  tax  on  the  slaughter  of  cattle,  and  on  the  retail  sale 
of  liquor.  Their  compensation  consisted  of  a  percentage  of  their  collections.  These 
men  were  continued,  but  a  supervision  over  them  was  assigned  to  Paymaster  E.  C. 
Tobey,  U.  S.  Navy,  who  was  also  the  treasurer  of  the  Zone.  He  entered  upon  his 
duties  on  July  I,  I904>  with  the  appointment  that  dav  made,  but  had  previously 
received  such  sums  as  the  tax  collector  had  paid  in.  The  total  collection  of  internal 
revenue  on  October  1  amounted  to  16,658.85  local  currency. 

In  an  industrial  way,  except  the  railway,  there  is  nothing  save  the  cultivation  of 
cane  and  its  manufacture  into  rum.  A  few  Chinese  make  gardens,  but  no  one  else 
does.  The  natives  living  along  the  Chagres  and  its  tributaries  grow  some  bananas, 
which  are  marketed  in  Colon,  the  authorities  of  the  Republic  at  Colon  imposing  on 
this  fruit  an  export  tax  of  2  cents  a  bunch.  A  few  oranges,  plantains,  and  mangoes 
are  grown,  while  near  Colon  and  Empire  are  two  ranches  where  neat  cattle  are  raised 
and  small  dairies  maintained.  The  total  number  of  cattle  in  the  zone  may  possibly 
reach  1,000.  The  Chinese  in  Panama  and  Colon  are  the  principal  fishermen,  and  at 
these  two  places  very  good  fish  are  usuallv  purchasable  at  prices  considerably  higher 
than  prevail  in  the  United  States.  A  few  thousand  cocoanuts  are  grown  in  the 
neigh  Dorhood  of  Colon  and  thence  shipped  to  the  United  States.  A  nttle  charcoal 
is  burned  for  local  use.  Within  the  limits  of  the  Zone  there  are  no  merchantable 
timbers  or  dyewoods  obtainable.  There  are  no  mineral  deposits  known,  and  none 
have  ever  been  worked.  The  only  exports  of  the  canal  strip  are  bananas  and  a  few 
eoooanuta. 

POSTAL  AFFAIBS. 

There  never  were  any  post-offices  in  the  Canal  Zone  proper.  Each  day  a  mail 
messenger  started  from  Panama  on  a  morning  train,  and  another  at  the  same  hour 
started  Dy  train  from  Colon.  Each  of  these  men  carried,  x)ersonally,  such  letters  for 
points  along  the  road  as  had  been  dropped  into  the  Colon  or  Panama  post-offices. 
At  each  of  the  stations  where  the  train  stopped  the  messenger  left  with  the  police- 
man, if  one  was  visible,  or  with  the  station  agent,  if  there  was  one,  or  left  Iving  on 
the  platform  for  anyone  to  pick  up  who  wished,  such  letters  as  were  addressed  to  the 
respective  stations.  Likewise  he  received  any  letters  that  might  be  handed  to  him, 
ana  at  the  end  of  his  route  he  posted  what  ne  had  received.  He  supplied  postage 
stamps  to  applicants  upon  payment  therefor. 

The  Frencn  canal  mansjgement  also  sent  daily  a  mail  carrier  from  Panama  to 
Colon  and  return,  who  delivered  and  received  the  company's  mail. 

Of  course,  such  a  system  of  mail  service  would  not  meet  the  nesessities  of  the 
United  States.  On  June  20,  1904,  the  Postmaster-General  of  the  United  States 
announced  that  the  domestic  rate  of  postage  would  apply  to  the  Canal  Zone,  which 
had  been  brought  into  the  American  system. 

On  the  20th  of  June,  1904,  request  was  cabled  to  the  chairman  of  the  Commission 
asking  that  certain  towns  or  stations  be  announced  as  post-offices,  and  that  a  supply 
of  United  States  postage  stamfw  be  forwarded,  the  same  to  be  overprinted  with  the 
words  '*  Oanal  Zone."  In  due  time,  by  an  order  of  the  President,  ninestations  along 
the  line  of  the  railway,  on  the  Isthmus  of  Panama,  were  established  as  post-offices,  nnu 
the  governor  was  empowered  to  appoint  postmasters  and  to  make  neeoful  regulations. 

On  the  22d  of  June  a  copy  of  this  order  was  sent  to  the  minister  of  foreign  affairs 
of  the  Republic  of  Panama  for  his  information.  He  was  requested  to  supply  the  gov- 
ernment of  the  Zone,  for  temporary  use,  with  the  current  postage  stamps  of  the  Repub- 
lic, the  same  to  be  surchaived,  before  delivery,  with  the  woms  "Canal  Zone." 

BIr.  Arias  kindly  responaed,  and  on  the  24th  of  June  the  United  States  postal  serv- 
ice throughout  Uie  Zone  was  established  by  the  government  thereoL    It  was  placed 
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under  the  eupervision  of  Paymaster  E.  C.  Tobey,  U.  8.  Navjr,  treasurer.  The  ntun- 
ber  of  post-offices  was  nine,  and  the  postmasters  were  a{)pointed  by  the  governor. 
Two  postal  messeng^ers  for  carrying  and  delivering  the  mail  to  the  intermediate  post- 
offices  were  also  appointed. 

On  the  13th  of  Julv  the  supply  of  United  States  postage  stamps  was  received ,  and 
on  the  17th  of  July  tbe  use  of  the  Panama  stamps  was  oiscontinued. 

From  the  24th  of  June,  1904,  to  the  date  when  their  use  was  discontinued  the  sales 
of  Panama  stamps  were  as  follows:  2,600  two-cent  stamps;  7,800  five-cent  stamps, 
and  4,940  ten-cent  stamps. 

The  instructions  issued  by  the  governor  of  the  Zone  in  establishing  the  postal  sys- 
tem will  be  found  attached  hereto. 

The  number  of  post-offices  at  the  present  time  is  ten,  and  the  service  is  under  the 
charge  of  the  collector  of  revenues.  The  registration  system  will  soon  oe  introduced, 
but  as  yet  the  necessity  of  establishing  money-order  offices  has  not  been  manifest 

Upon  the  discontinuance  of  the  use  of  Panama  over-printed  stamps  there  was  left 
on  hand  700  5-cent  stamps  and  304  10-cent  stamps.  These  were  destroyed  by 
burning  in  the  presence  of  a  board  appointed  by  the  governor,  to  whom  the  board 
reported  the  result  as  above. 

In  view  of  the  fact  that  charges  have  been  made  to  the  effect  that  counterfeit 
Panama  Zone  postage  stamps  have  been  sold  to  stamp  collectors,  the  statement  seema 
appropriate  that  no  officer  of  the  Zone  government  ever  had  anything  whatever  to 
do  with  the  surcharging  of  the  Panama  stamps,  or  ever  had  in  his  possession  anj 
tmsurchaiged  stamps  that  were  owned  by  the  Zone  government,  or  ever  had  in  his 
possession  any  of  the  rubber  stamps  or  type  used  in  surcharging. 

The  postal  service  has  been  a  great  convenience,  and  appears  to  have  been  patron- 
ized somewhat  by  the  merchants  and  other  residents  of  Panama  and  Colon,  who 
could  forward  their  mail  to  the  United  States  at  the  rate  of  2  cents  United  States 
currency  per  ounce,  instead  of  10  cents  local  currency  per  half  ounce.  Mail  was  also 
dispatched  per  American  steamers  to  the  United  States  ports  of  New  York,  New 
Orleans,  and  San  Francisco. 

PUBLIC  ORDER. 

At  the  time  of  the  transfer  of  the  Zone  to  the  United  States  the  French  Canal 
Company  had  a  force  of  some  600  or  700  men  employed,  principalljr  in  continuing  in 
a  feeble  way  the  work  of  excavation  on  the  Cuiebra  or  summit  divide,  but  a  cons^id- 
erable  number  of  men  were  employed  as  caretakers  of  machines,  tools,  apparatus, 
stores,  and  supplies  of  all  kinds,  of  which  there  was  a  vast  accumulation  on  the 
Isthmus.  The  protection  of  this  property  against  theft  was  supposed  to  be  secured 
through  an  arrangement  entered  mto  by  the  French  Com  pan  v  with  the  authorities 
of  the  Colombian  Republic,  an  arrangement  that  was  continued  after  the  secession  of 
the  Department  of  Panama  and  its  recognition  as  an  independent  state.  For  thia 
protection  of  the  property  a  monthly  payment  was  made  to  the  Republic,  approxi- 
mately $4,500  local  currency,  for  the  services  of  some  76  individuals  of  the  police 
of  the'  Republic.  There  was  one  officer,  several  sergeants  and  corporals,  and  other 
classes.  Their  aggregate  salaries  amounted  to  the  sum  allowed  monthly  for  this  pro- 
tection. The  men  were  really  watchmen  and  guards,  but  thejr  were  maintainea  by 
the  Republic  on  exactl;^  the  same  basis  as  the  police  of  the  capital  city  and  of  Colon. 

In  pursuance  of  the  instructions  of  the  President  a  police  force  was  oi^nized  for 
the  Zone  as  soon  as  possible,  but  the  arrangement  found  in  existence  of  employing 
guards  and  watchmen  had  to  be  continued  temporarily,  and  the  authorities  of  the 
Kepublic  were  quite  willing  that  these  men  should  continue  in  their  posts  and  duties 
under  the  authorization  of  the  governor  of  the  Zone.  Therefore,  from  and  after  the 
4th  of  May,  1904,  the  cost  of  tne  special  guards,  etc.,  detailed  from  the  police  of 
Panama  was  paid  by  the  United  States  in  a  lump  sum,  and  this  continued  until  the 
end  of  May,  1904.  After  that  date  the  men  composing  ttie  force  were  paid  directly, 
as  individuals,  from  local  revenues  and  from  United  States  appropriations. 

By  the  2d  of  June  the  affairs  of  the  government  of  the  Zone  were  so  well  in  hand 
that  orders  could  be  pnade  operative  looking  to  the  creation  of  a  Zone  police,  and  the 
necessary  instructions  were  issued  to  give  effect  to  the  Executive  order  of  the  Presi- 
dent of  May  9,  1904.  A  force  of  82  officers  and  men  was  authorized,  at  rates  of  pay 
ranging  from  $1,800  per  annum  for  the  chief  officer,  to  $1,000  for  seigeants,  $500 
for  corporals,  and  $450  for  privates;  all  to  furnish  their  own  subsistence  and  clothing. 
The  officers  and  sergeants  were  to  be  Americans,  while  the  others  were  to  be  natives. 

The  authorized  number  of  police  of  all  grades  and  ratings,  November  1,  is  103,  and 
its  cost  for  salaries  per  month  about  $5,000. 

The  police  rules  and  regulations  contemplate  the  maintenance  of  an  oiganizatioa 
Bimilar  to  the  Philippines  Constabulary,  the  insular  police  of  Porto  Rioo,  and  the 
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rani  i>olioe  of  Mexico.  The  organization  reports  directly  to  the  ffovemor,  througb 
the  chief  of  police,  and  acta  under  the  orders  issued  by  the  chietexecutive,  whoM 
anthoritv  and  discretion  are  reflated  b^  law.  The  mayors  of  municipalities  may 
call  on  the  police  to  aapx)ort  their  authority  exercised  in  a  lawful  manner. 

JUfiTICS  AND  JUDICIABT. 

At  the  taking  over  of  the  Zone,  justice  was  administered  in  the  Republic  by  a 
supreme  court  of  five  iustices,  by  a  superior  tribunal  composed  of  several  judges,  one 
chamber  hearing  civil  and  one  criminal  causes,  by  several  circuit  courts,  by  the 
municipal  judges,  by  the  alcaldes,  and  by  the  inspectors  of  police. 

In  four  of  the  municipalities  whose  officials  ceased  to  act  on  the  16th  of  June,  as 
before  related,  tfiere  were  municipal  judges.  In  the  four  fractions  of  municipalities 
there  were  none.  Out  of  one  of  these  fractions  a  new  municipality  was  formed,  and 
the  four  other  fractions  constituted  another  new  municipal  district,  but  as  the  anre- 
gation  of  these  fractions  was  a  provisional  act  of  the  governor,  done  by  virtue  <h  his 
police  power  to  preserve  the  peace  and  maintain  order,  he  could  not  proceed  beyond 
the  purely  temporary  expedient  of  detailing  members  of  the  police  to  preserve  order 
among  the  inhabitants. 

Generally  speaking,  one-half  of  the  Zone  pertained  to  the  judicial  circuit  of  Colon 
and  the  other  half  to  Panama  province.  In  each  of  these  there  was  one  or  more 
circuit  judges,  but  they  were  forbidden  to  continue  in  the  discharge  of  their  functions 
by  the  order  of  the  Government  of  the  Republic,  and  it  would  have  been  manifestly 
improper  for  them  to  hold  court  in  the  Zone,  for  they  derived  all  the  power  and 
authority  they  poeeessed  from  the  Government  of  the  Republic  and  were  therefore 
alien  to  the  Zone. 

From  this  condition  of  affairs  it  resulted  that  in  the  two  provisional  municipalities 
there  were  no  local  judges,  while  in  the  next  court  above  there  was  no  judge  nor  any 
authority  residing  in  the  governor  to  create  a  court  or  to  appoint  a  judge.  From  the 
16th  of  June  until  the  2d  of  September,  when  the  new  legislation  by  the  Canal  Com- 
mission went  into  effect,  there  was  no  court  that  could  near  and  determine  a  case 
ordinarily  falling  within  the  jurisdiction  of  a  circuit  judge. 

The  Commission  visited  the  Isthmus  in  August,  and  enacted  several  very  important 
laws,  one  of  which  created  a  Zone  judiciary.  A  judge  and  a  prosecuting  attorney 
having  been  appointed  and  qualified.  The  circuit  court  of  the  Zone  began  its  sessions 
and  has,  since  the  1st  of  September,  been  able  to  administer  justice. 

The  alcaldes  and  the  police  officers  will  hereafter  cease  to  have  and  to  exercise 
the  punitive  power  with  which  they  were  formerly  invested.  In  each  municipality 
is  a  municipal  judge,  and  in  the  Zone  there  is  one  circuit  judge,  although  the  act  of 
the  Commission  contemplates  the  division  of  the  Zone  into  three  districts  or  circuits, 
each  with  a  judge. 

Formerly  the  municipal  judges  were  furnished  with  a  secretarv  and  a  prosecuting 
officer,  but  these  officials  to  aid  the  judge  are  no  longer  sanctioned.  The  prosecuting 
officer  of  the  Zone  is  also  the  legal  adviirerof  the  governor,  is  authorized  to  prosecute 
before  all  courts,  and  is  required  to  defend  the  interests  of  the  United  States  and 
the  Zone  government  in  all  litigation. 

In  the  opinion  of  the  undersigned,  there  is  no  necessity  for  more  than  one  circuit 
judge  and  one  prosecuting  officer.  The  chief  of  the  Zone  police  now  acts  as  mar- 
shal of  the  court  So  far,  there  has  developed  no  necessity  for  the  appointment  of  a 
marshal. 

There  is  at  present  no  provision  for  hearing  appeals  from  the  decision  of  the  pres- 
ent circuit  judge.  It  does  not  seem  to  the  undersigned  to  be  necessary  or  expeoient 
to  have  appeals  from  such  decisions  heard  in  the  Zone.  The  method  that  was  pro- 
posed by  Senator  Kittredge  in  his  bill  which  passed  the  Senate,  if  enacted  into  law, 
would  provide  for  an  appeal  and  would  serve  all  requisites  in  that  regard. 

It  has  been  ursed  in  dissent  to  this  proposition  that  an  appeal  to  a  court  at  New 
Orleans  or  New  York,  for  example,  would  be  the  same  as  forbidding  appeal,  for  the 
parties  might  not  have  the  means  to  incur  the  expense  of  taking  their  case  so  far. 
There  are  several  Anglo-Saxon  colonies  of  Great  Britain  where  there  is  but  a  single 
judge,  and  where  appeals  are  taken  to  England.  St.  Helena,  with  a  population  of 
about  what  the  Zone  has,  is  one;  and  Belize,  Honduras,  with  a  population  of  some 
40,000,  is  another;  populations  like  that  of  the  Zone  made  up  largely  of  negroes. 

The  objection  to  a  lai^  judiciary  in  the  Zone  is  that  all  judges  in  exce&s  of  one 
will  have  nothing  to  do.  These  people  do  not  seem  to  be  litigious.  So  far  they 
have  shown  themselves  to  be  very  tractable.  There  will  probably  be  more  litigation 
and  more  criminal  charges  to  be  tried  after  the  canal  work  assumes  greater  propor- 
liooa  than  at  present,  but  it  is  scarcely  possible  that  the  number  of  persons  wno  may 
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at  any  ime  come  under  the  jurisdiction  of  United  States  courts  will  exceed  50,000, 
and  probably  not  more  than  2,500  of  them  will  be  Americans  of  the  white  race.  At 
present  quite  half  of  the  inhabitants  are  foreigners,  a  proportion  that  in  the  futore  is 
likely  to  be  laigely  increased.  Surely  six  municipal  judges  and  one  superior  judge 
can  attend  to  the  litigation  and  crimes  of  the  probable  maximum  number  stated. 

Another  employment  has  been  suggested  for  the  three  judges,  that  of  constituting 
them  a  land  court,  such  as  was  created  by  Act  496  of  the  acts  of  the  Philippine 
Commission. 

The  experience  and  observation  of  the  writer  in  the  Philippines  showed  him  that 
the  land  court  of  registration  served  a  very  useful  purpose  m  all  cases  where  the 
United  States  required  certain  lands  for  public  purposes  and  where  there  was  much 
doubt  and  uncertainty  whether  the  land  was  public  or  private,  and,  if  the  latter, 
whether  the  title  was  vested  in  A,  B,  or  G.  It  was  convenient  to  require  parties 
ownine  land,  or  claiming  to  own  it,  to  come  into  court  and  produce  their  titles;  but 
on  the  Isthmus  a  method  for  accomplishing  this  result  has  been  already  accomplished 
by  Sections  VI  and  XV  of  the  canal  t^onvention,  which  is  now  public  law  of  the 
United  States  and  of  Panama.  Besides,  the  President  has  appointed  the  two  mem- 
bers of  the  Joint  Clommission  who  are  to  represent  the  United  States  in  respect  to 
the  determination  of  the  amount  to  pay  for  damages  resulting  from  the  taking  of  pri- 
vate land,  and  this  is  said  with  full  knowled^  of  the  opinion  of  Judge  Charles  E. 
Magoon  respecting  expropriation  proceedings  m  his  report  to  the  Secretary  of  War, 
dated  May  26,  1904. 

So  for,  there  has  been  no  occasion  to  exercise  the  authority  del^^ated  to  the  Com- 
mission by  the  President  in  his  instructions  to  the  Secretary  of  War  of  May  9,  1904, 
conferring  upon  them  the  power  to  expel  from  the  Canal  Zone  certain  criminal, 
vicious,  or  undesirable  characters. 

JAILS. 

The  need  for  a  prison  where  criminals  under  sentence  may  be  confined  is  evident, 
and  steps  have  bc^n  taken  to  erect  one  within  the  Canal  2^^e.  The  municipal  lock- 
ups are  rude  and  insecure  affairs,  and  the  system  of  subeistmg  prisoners  wholly  bad. 
When  an  individual  is  confined,  the  family  or  friends  of  the  person  must  feed  them 
or  they  will  go  hungry.  If  there  is  no  one  whatever  who  volunteers  to  supply  food, 
the  alcalde  allows  a  small  pittance  with  which  the  prisoner  may  purchase  lood,  but 
the  amount  is  only  sufficient  to  pay  for  an  inadequate  supply  of  the  plainest  and 
cheapest  subsistence.  On  several  occasions  the  police  have  found  it  necessary  to 
release  persons  locked  up  by  the  alcaldes  who  had  received  no  food  for' two  or  t^ree 
days. 

HEALTH  AND  SANITATION. 

The  instructions  of  the  President  required  that  every  precaution  be  taken  to  pro- 
tect the  employees  of  the  Government  against  the  tropical  diseases  that  have  pre- 
viously caused  a  high  mortality  at  Panama.  An  experienced  officer  of  the  naval 
medical  service,  already  on  the  isthmus,  was  directed  to  report  to  the  undersigned, 
and  to  concert  measures  with  the  canal  employees  and  the  local  members  of  his  pro- 
fession for  preventing  infection  and  warding  off  sickness.  He  was  annonncea  as 
acting  chiefsanitary  officer  on  May  19,  1904. 

In  the  French  company's  staff  were  two  doctors  employed,  one  at  the  hoepital  near 
Panama  and  the  other  with  the  principal  force  of  workmen  who  were  employed  in 
excavations  at  Culebra. 

Fortunately  there  was  no  prevalent  sickness  on  the  Isthmus  at  the  date  of  the 
assumption  of  government  by  the  United  States.  There  had  been  a  very  few  cases 
of  yellow  fever  and  smallpox  during  the  preceding  twelve  months,  and  some  deaths. 
There  was  no  cholera  nor  plague.  Consumption  appears  to  cause  more  mortality  on 
the  Isthmus  than  any  other  ailment,  as  this  grave  malady  usually  does  in  the  Tropica 
everywhere. 
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Throughout  (he  world,  among  reading  people,  the  name  "  Panaima"  isaeeoeiated  vnth 
thagree  and  yellow  fever,  wUh  diteau  and  aeaih;  a  country  thai,  according  to  the  unuU 
concept,  was  made  up  of  mvampe  and  junale,  reeking  with  miatma  and  gwarming  wUh 
poisonouM  reptiUe  and  vnsecta.  That  death  ehould  cLoee  the  career  of  any  tn'ntor  to  the 
lithmui  wa»  not  thought  remarkable,  hut  the  averaae  man  underetood  diat  to  survive  a  visit 
there  was  remarkable.  Were  not  the  graves  of  workmen  equal  in  number  to  the  ties  laid  by 
the  road  builders  under  the  rails  of  the  Panama  transit  routef 

Nobody  had  ever  disputed  that  statement,  current  everywhere;  apparently  nobody  even 
thought  of  asking  himself  the  question:  ** Is  it  possible  that  the  deaths  averaged  86  a  day 
for  five  years  ana  reached  a  total  of  160,000  in  thai  timeT '  A  number  more  than  ten  times 
greater  than  the  whole  population  of  the  Isthmus  at  that  period;  a  number  probably  equal 
to  all  those  who  crossed  the  Isthmus  from  1860  to  1866. 

Twenty-six  years  after  the  driving  of  the  last  spike  came  the  French  undertaking,  led  by 
the  maker  of  Suez,  and  for  eight  years  money,  champagne,  absinthe,  and  rum  flowed  like 
water.  Then  the  dissolute  and  depraved^-^he  human  driftwood  of  the  nations— thronged  to 
the  Isthmus  and  joined  in  the  constant  carnival  of  dissipation,  disorder,  and  crime,  an  era 
of  license  and  luxury,  of  starvation  and  misery,  of  corruption  and  veniality. 

Whatever  qualities  of  honor,  of  self -respect,  and  correct  living  may  have  existed  on  the 
Isthmus  before  the  advent  of  the  railroad  and  canal,  those  possessing  such  virtues  were  lost 
or  sacrificed  in  the  tornado  of  dissipation  that  came  with  these  enterprises,  so  that  the  local 
government,  whatever  may  have  been  the  excellence  of  intentions  of  the  governing  class,  was 
utterly  powerless  to  stem  the  tide.  Licenses  for  the  privileges  of  open  indulgence  in  vicious 
and  cnmmal  practices  and  monopolies  sold  to  the  Uovemment  favorites  yielded  large  sums 
to  the  pubUe  chest.  There  was  no  such  thing  as  a  seHf-respeding  public  opinion;  there  was 
apparently  no  standard  of  morality  or  virtue. 

The  present  Oovemment  of  the  new  Republie  has  an  opportunity  to  ihow  that  similar 
practices  to  those  of  the  vast,  that  have  helped  to  make  Panama  infamous,  will  not  be  per^ 
milled  longer  to  prevail.  There  are  provisions  in  the  new  constitution  that  look  to  the  dis- 
continuance  of  official  monopolies  and  that  do  now  prohibit  games  of  fortune  and  chance, 
but  the  world  will  have  a  reason  for  withholding  confidence  in  the  sincerity  of  those  who 
enact  and  thou  charged  with  the  enforcement  of  those  laws  so  long  as  the  general  treasury 
continues  to  enjoy  a  large  income  from  officially  authorized  gambling  and  UAterif  drawings. 

It  is  not  surprising  that  during  the  temps  de  lux,  cu  the  period  of  lavish  expenditure  of  the 
Frendi  is  still  called — a  time  wKm  every  man  and  woman  sought  to  participate  in  the  orgie 
and  profit  by  it— that  lUtle  thought  was  given  to  sanitation  and  hygiene,  to  pharmacies  and 
hosfntau,  to  asylums  and  infirmaries.  Thou  who  dropped  out  in  the  scramble  simply  lan- 
guished and  died.  That  the  mortality  was  great  is  certain,  and  it  would  have  been  so  in 
any  dimate  where  like  sanitary  and  social  conditions  prevailed;  but  the  death  raie  was 
undoubtedly  large.  It  is  for  Americans  to  see  if  they  can  not  change  thou  conditions. 
That  we  irtS  do  so  is  the  confident  belief  of  the  sanitary  officers  and  the  undersigned. 

The  matter  above  printed  in  italics  constitutes  the  pa^  omitted  from  the  original 
report  of  General  Davis,  aa  printed  and  referred  to  in  his  testimony. 

The  French  company  waa  oi>erating  under  a  concession.  The  company  had  no 
police  power.  If  wronged  or  injured  personally  or  corporately,  the  app^  for  justice 
nad  to  be  to  a  Colombian  court 

The  company  could  not  compel  the  inhabitants  along  the  canal  line  to  clean  up 
and  observe  sanitary  rules;  indeed,  there  were  no  rules.  If  a  village  was  reeking  in 
filth  it  fo  remained  until  the  people  might  abate  the  nuisance;  but  the  French  com- 
pany made  laijge  expenditures  in  hospital  construction  and  maintenance.  An  estab- 
lishment that  is  to-day  a  notable  one  was  built  near  the  city  of  PAnama,  in  a  venr 
thorough  mannar,  and  it  poiseMed  all  the  appointments  usually  found  in  hospitau 
of  itadata. 
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In  Colon  was  another  very  creditable  institution  of  smaller  size,  and  on  the  island 
of  Tab<^  in  Panama  Bay,  was  built  a  convalescent  hospital  with  some  25  rooms. 
The  beos  in  these  three  establishments  numbered  about  600,  and  in  times  of  emer- 
cency  they  have  sheltered  many  more  than  this  number.  These  baildinfis  can  all 
be  repaired  at  small  expense  (indeed,  some  of  them  have  been),  and  will  serve  to 
meet  a  large  part  of  the  needs  of  the  Government  for  hospital  accommodations,  and 
the  Commission  is  so  spared  the  need  of  a  large  expenditure  on  this  score.  Bat  the 
existence  of  the  Canal  Company  hospitals  in  no  way  relieved  the  situation  for  the  vast 
horde  of  canal  followers  and  riffraff. 

The  canal  officials  were  highly  paid;  they  were  so  far  from  home  and  its  restraintft; 
they  were  ignorant  of  the  measures  that  we  now  know  are  effective  in  warding;  off 
certain  diseases  prevalent  on  the  Isthmus,  and  a  great  many  died;  how  many,  or 
what  percentage  of  the  population,  the  world  will  never  know. 

The  two  diseases  next  to  tuberculosis  in  virulence  as  causes  of  mortality,  yellow 
fever  and  malarial  fever  (Chagres  fever,  so  called,  but  only  a  type  of  the  malarial 
kind),  are  now  known  to  be  transmitted  by  the  sting  of  an  insect,  and  probably  in 
no  other  manner.  To  this  proposition  all  the  leading  physicians  in  the  world  now 
subscribe.  A  certain  way  to  prevent  an  infection  of  either  of  these  fevers  is  to  shield 
or  protect  those  here  from  the  stin^  of  the  mosquitoes,  and  that  it  is  not  difficult  to 
accomplish.  This  has  been  proved  in  a  great  many  places,  notably  in  Caba,  in  £gypl« 
and  in  West  Africa. 

The  sanitary  officers  of  the  Zone  are  proceedinji:  on  the  lines  of  carefully  obeerved 
experience. 

The  health  and  sanitary  department  is  thus  organized:  A  chief  sanitary  officer,  a 
director  of  hospitals,  a  chief  quarantine  officer  forming  a  board  of  health;  a 
superintendent  and  requisite  assistants  for  each  of  the  two  principal  hosmtals;  a 
quarantine  officer  for  each  terminal  port;  a  health  officer  and  assistants  for  Panama 
and  another  for  Colon;  a  field  hospital  at  each  center  of  work;  a  sanitarv  expert  for 
the  Zone,  with  a  sanitary  inspector  at  each  station;  a  physician  at  each  important 
center  of  work. 

A  building,  erected  at  large  expense  as  one  of  the  residences  for  the  director-general 
of  the  French  company,  has  been  repaired  and  made  ready  for  use  as  a  detention 
house  for  passen^rs  arriving  on  an  infected  vessel  at  ports  of  Panama  or  Anoon,  and 
a  building  for  a  like  purpose  will  soon  be  erected  at  Colon  or  Cristobal. 

Since  May,  when  tne  control  of  the  canal  works  and  the  hospitals  passed  to  the 
United  States,  the  health  of  the  Isthmus  has  been  very  eood.  There  have  been  fonr 
cases  of  yellow  fever,  all  ambng  those  who  were  inhabitants  of  Panama  wh^i  the 
United  States  took  over  the  canal.  Not  one  of  them  was  a  canal  employee.  Two  of 
the  cases  referred  to  terminated  fatally,  one  is  recovered,  and  one  is  now  convalescing. 
The  cases  were  many  days  or  weeks  apart. 

There  have  been  a  few  cases  of  malarial  fever,  but  the  number  has  not  been  notice- 
able, nor  have  any  of  the  cases  been  severe. 

The  marine  battalion  that  have  been  on  duty  at  Empire  for  ten  months,  number- 
ing 411  men,  has  had  no  fatal  case  of  sickness.  The  men  are  in  good  health,  but 
alx>ut  one  in  three  have  had  mild  attacks  of  malaria. 

Within  the  Zone  there  are  at  present  employed  in  the  sanitary  department  about 
160  persons  engaged  in  efforts  to  change  the  sanitary  condition.  Along  the  line  of 
the  proposed  canal  there  are  several  parties  of  laborers  engaged  in  the  work  of  disin- 
fection, drainage,  destroying  breeding  places  for  insects  capable  of  causine  infection, 
covering  water  barrels  to  prevent  them  from  becoming  breeding  places  ror  mosqui- 
toes, and,  in  other  words,  everything  that  experience  has  shown  is  effective  in  safe- 
guarding the  health  of  the  inhabitants. 

Within  the  city  of  Panama  a  considerable  force  of  laborers  has  been  at  work  for 
the  past  two  or  three  months,  under  the  supervision  of  American  and  native  officers, 
performing  the  same  service  for  those  cities,  excent  that  the  actual  cleaning  of  the 
streets,  works  of  drainage,  etc.,  are  bein^  performecL  by  the  local  authorities. 

It  is  the  opinion  of  the  chief  of  the  sanitary  department  that  this  system  may  soon 
have  to  be  cnanged,  and  that  the  work  in  question,  if  it  be  efficiently  performed,  most 
be  assumed  by  the  United  States  and  paid  for  out  of  the  public  Treasury.  But, 
under  the  terms  of  the  canal  convention,  the  United  States  could  not  intervene  in  this 
matter  unless  the  authorities  of  the  Republic  declare  their  inability  to  do  or  fail  to 
do  what  is  required  of  them  by  the  United  States  sanitary  ordinances.  It  has  not  yet 
been  deemed  necessary  or  expedient  to  apply  this  provision. 

A  few  cases  of  yellow  fever  have  been  found  in  Panama,  and  wherever  one  has  been 
located  the  house  and  neighboring  premises  have  been  disinfected,  and  all  insects 
capable  of  transmitting  the  infection  have  been  destroyed.  In  one  instance  this 
work  of  disinfection  in  a  private  house  by  sulphur  fumes  resulted  in  some  damage  to 
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private  property  within  the  house  and,  In  consequence,  a  claim  was  presented  for 
payment  for  the  loes  sustained  by  the  owner  of  the  articles.  The  legal  adviser  of  the 
Canal  Commission,  then  on  the 'isthmus,  expressed  the  opinion  that  payment  by  the 
Government  could  not  properly  be  made  for  this  purpose,  and  the  matter  has  gone 
no  further;  but  the  subject  will  probably  be  brought  up  and  presented  in  another 
shape  by  the  person  who  has  suffered  the  loss. 

The  plans  for  the  waterworks  prepared  bv  the  chief  engineer  are  being  executed. 
A  system  of  sewerage  has  been  also  planned  by  the  chief  engineer  and  work  has  just 
been  commenced,  and  this  will  be  an  important  aid  to  good  nealth  conditions.  The 
scheme  of  water  Supply  contemplates  obtaininff  a  supply  from  the  head  of  the  Rio 
Grande  River,  on  the  canal  line,  for  the  city  of  Panama,  for  a  good  supply  of  potable 
water  can  be  collected  at  the  sources  of  that  stream  and  brought  througn  a  16-inch 
pipe  laid  along  the  line  of  the  Panama  Railroad.  The  elevation  of  the  source  of 
supply  is  212  feet  A  reservoir,  at  an  elevation  of  144  feet,  is  being  constructed 
witnin  the  Zone  on  the  outskirts  of  the  city  of  Panama,  and  from  this  reservoir  the 
water  will  be  distributed  to  the  city  and  to  a  part  of  the  Government  buildin^rs  in 
Panama,  while  the  other  buildings,  at  a  higher  level  than  this,  such  as  the  upper 
portion  of  the  hospital,  will  be  supplied  from  the  same  reservoir  by  means  of  apump- 
mg  plant  It  was  estimated  that  the  work  of  water  supply  for  the  city  of  Panama 
would  be  completed  by  February,  1906.  The  material  for  use  in  constructing  it  has 
been  purchased  in  the  United  States  and  will  probably  soon  arrive  on  the  Isthmus. 

In  Colon,  where  the  conditions  are  not  so  nroent  because  the  population  is  less, 
the  plans  are  not  so  far  advanced.  The  city  of  Colon,  l^ing  as  it  aoes  just  above  the 
high  tide  of  the  sea,  and  a  part  of  it  scarcely  above  high  tide,  presents  some  com- 
plications and  difficulties  that  will  probably  reauire  pumpine  ot  sewage.  No  con- 
venient water  supply  for  Colon  has  as  yet  been  aecided  upon,  but  it  is  satis&ctory  to 
know  that  no  serious  illness  has  so  far  occurred,  even  though  the  sanitary  conditions 
in  Panama  and  Colon  are  very  bad.    No  employee  from  the  United  States  has  died. 

The  policy  being  pursued  by  the  sanitary  department,  by  authority  of  the  Cuial 
Commission,  is  to  exercise  a  strict  oversignt  of  the  health  of  all  inhabitants  of  the 
Zone,  including  Panama  and  Colon  cities.  If  anyone  should  be  sick  or  suspected 
to  be  sick  with  yellow  fever,  such  person  would  l^e  taken  to  a  canal  hospital  and 
screened  by  wire  cloth  so  that  mosquitoes  can  not  reach  the  patient  All  cases  of 
employees  sick  of  malaria  are  taken  into  the  Colon  or  the  Ancon  hospital  and  so 
screened  that  mosquitoes  can  not  reach  them. 

Those  who  are  helpless  and  without  any  means  of  support,  as  well  as  those  needing 
surgical  treatment  which  they  are  unable  to  secure,  are  cared  for  in  Government  hos- 
pitals as  safety  measures  to  prevent  spread  of  disease  and  as  acts  of  humanity,  for  the 
municipalities  are  unable  to  care  for  their  own  paupers  or  sick. 

On  CKctober  26  the  number  of  patients  in  the  Ancon  hospital  was  188,  of  whom  98 
were  nonemplovees,  and  of  the  latter  6  were  "pay*' patients. 

On  the  same  date  the  number  of  patients  in  the  Colon  hospital  was  35,  of  whom 
26  were  nonemployees,  3  of  whom  were  '*pay''  patients,  making  a  total  on  that  date 
of  225  patients,  of  whom  127  were  nonemployees  and  98  were  employees. 

The  three  field  hospitals  have  only  four  beds  each  and  are  simply  stations  for  emer- 
gency cases,  the  same  to  be  sent  to  the  larger  establishments  as  soon  as  practicable. 

The  present  total  number  of  United  States  employees  on  the  Isthmus  is  3,500;  the 
number  in  hospitals  of  this  force  is  98,  or  about  28  per  thousand. 

As  rapidly  as  practicable,  or  as  necessities  require,  the  employees  from  the  States 
are  being  housed  in  the  old  repaired  and  renovated  buildings  or  in  the  new  tempo- 
rary structures,  modem  plumbing  is  being  installed,  and  the  conditions  for  decent 
living  are  being  created.  A  supply  of  provisions  from  the  United  States  is  always 
available  for  purchase  by  the  employees  at  reasonable  prices.  The  water  used  in  all 
hospitals  is  either  distilled  or  boiled  before  using.  A  modem  laundry  for  the  Ancon 
hospital  has  been  asked  for,  and  an  ice  and  cold-storage  plant  will  soon  be  provided 
for  each  hospital.    Electric  lights  for  Ancon  have  been  installed. 

When  the  Zone  was  taken  over  there  were  no  provisions  whatever  for  caring  for 
the  insane.  Upon  these  unfortunate  people  was  formerly  bestowed  such  care  as 
their  friends  could  afford,  but  in  the  case  of  those  who  were  afflicted  with  a  mania 
that  required  restraint  there  was  no  possible  means  of  caring  for  them  in  the  manner 
usual  in  civilized  countries.  There  were  no  cells  in  any  municipal  lockup,  and  a 
common  method  of  preventing  maniacs  from  injuring  themselves  or  others  was  to 
place  them  in  stocks. 

When  control  of  the  inhabitants  living  between  Colon  and  Panama  came  under 
the  United  States  jurisdiction  there  were  several  such  people  at  laiye  and  in  the 
stocks.  Some  rooms  in  the  Ancon  hospital  were  assigned  as  places  of  safe>keeping 
lor  the  insane  of  the  Zone,  and  now  the  number  within  control  of  the  United  States 
doctors  is  10.    An  old  building  used  as  a  distillery  by  the  former  French  company, 
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flitiiated  near  the  hoepital  gronndfl,  \b  h&nf  fitted  up  for  occupation  by  the  insane. 
It  will  accommodate  23,  a  number  which  it  is  believed  will  not  be  exceeded  for  M>me 
time  of  those  who  are  so  afflicted  mentally  as  to  require  restraint 

The  municipal  governments  of  the  Zone  are  so  feeble  and  the  inhabitants  generally 
so  poor  that  the  cost  of  the  maintenance  of  the  insane  in  almost  every  instance  most 
be  borne  by  the  United  States. 

It  is  supposed,  indeed  known,  that  there  are  a  few  lepers  in  the  Zone,  but  as  vet 
no  active  measures  have  been  taken  looking  to  their  isolation.  It  is  self-evident  that 
if  a  leper  asylum  be  established  the  whole  cost  will  fall  upon  the  United  States.  In 
the  neighboring  city  of  Panama  there  are  a  few  lepers  housed  in  wretched  huts  near 
the  sea  Deach,  a  half  mile  from  the  center  of  the  town,  where  they  are  left  very  much 
to  themselves,  but  charitable  persons  in  Panama  see  that  they  are  supplied  with  food. 
The  city  of  Panama  has  latelv  appropriated  the  sum  of  $50,000,  silver,  to  be  applied  in 
procuring  a  new  la2aretto  for  these  incurables,  but  nothing  in  execution  of  the 
mtention  has  yet  been  done.  Should  Panama  carry  its  project  into  execution  it 
would  probably  be  practicable  to  have  the  leprous  inhabitants  of  the  Zone  housed 
and  caied  for  in  the  establishment  belonging  to  the  Republic 

The  general  health  of  the  inhabitants  of  the  Zone  and  of  the  cities  of  Colon  and 
Panama  since  April,  when  the  undersigned  first  visited  the  Isthmus  as  a  Canal  Com- 
missioner, has  been  good.  The  climate  does  not  appear  to  be  a  deadly  one,  and  with 
proper  precautions  and  with  an  observance  of  the  rules  which  experience  has  shown 
all  over  the  world  are  necessary  and  easy  of  observance,  the  employees  of  the  Canal 
should  enjoy  good  health.  The  ruling  temperatures  in  the  city  of  Panama  are  from 
about  70^  as  a  minimum  to  about  95^  as  a  maximum.  The  ordinary  ranpe  of  the 
thermometer  is  about  from  73  to  85®,  and  almost  always  a  light  bed  cover  is  desired 
during  the  latter  part  of  the  night. 

The  following  statistics  respecting  the  health  and  sanitary  service,  furnished  by 
Colonel  W.  C.  Gorgas,  chief  sanitary  officer,  contain  useful  mformation  respecting 
the  work  in  his  chai^ge: 

Ancon  hospital: 

Capacity  May  4,  1904,  as  rated  by  the  Canal  Company  (but  at  times  has 

accommodated  as  many  as  700) 476 

Capacity  September  30, 1904 360 

Patients  admitted  May  4  to  September  30 477 

Deaths  from  May  4  to  September  30 21 

Patients  dischaiied - 302 

In  the  hospital  September  30 154 

Number  of  trained  nurses — 22 

As  to  the  separation  of  employed  from  nonemployed  it  is  impossible  to  give  the 
figures,  except  from  August  17,  at  which  date  an  order  was  issued  from  the  chief 
sanitaiy  office  directing  that  a  daily  report  be  made  of  admissions  of  patients  not 
employed  by  the  Commission.  As  most  of  the  patients  admitted  prior  to  August  17 
have  left  the  hospital,  the  facts  of  their  employment  can  not  be  obtained. 


Piatienti  admitted  Aoftist  17  to  September  80. . 

Deathf  from  August  17  to  September  80 

Patients  diflchaiged , 


Colon  hospital: 

Capacity  May  4, 1904,  as  maintained  by  Sisters  (no  rating  by  Canal  Company) .    60 

Capacity  September  30, 1904 («) 

Patients  admitted  May  4  to  September  30 — 

Employees («) 

Other  than  employees («) 

Number  of  trained  nurses 


iil 


In  hospital  September  30,  1904— 

Employees.  1 1 

Other  than  employees 34 

Total 35 

aNot  obtainable. 
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Colon  hospital— Oontinaed. 

Pifttients  taken  over  on  aaEmming  control,  September  14 — 

Employees..... 1 

Pav  patients 3 

Other  than  emj^loyees  or  pay  patients 29 

Patients  admitted  since  September  14,  1904 — 

Employees 3 

Pav  patients 3 

Other  than  employees  or  pay  patients 22 

Total 61 


Deaths  from  September  14  to  30,  1904— 

Employees 0 

Pkv  patients 0 

Other  than  employees  or  pay  patients 0 

Total 0 

Patients  discharged  since  September  14  up  to  September  30— 

Employees 2 

Pav  patients 6 

Other  than  employees  or  pay  patients ^ 18 

Transferred,  pay  patients 1 

In  hospital  September  30,  1904 35 

Total 61 

Quanuitine  office: 

Panama,  Republic  of  Panama,  and  Ancon,  Canal  Zone- 
Vessels  ooarded 61 

Vessels  detained.. 6 

Suspects  refused  admission 0 

IHsmfected 7 

Colon,  Republic  of  Panama,  and  Cristobal,  Canal  Zone- 
Vessels  boarded 107 

Vessels  detained 0 

Suspects  refused  admission 0 

Disinfected 0 

No  passengers  were  ultimately  refused  admission,  but  175  were  held  under  obse& 
vation  or  surveillance,  aboard  or  ashore,  to  complete  five  days  from  date  of  laJt 
probable  exposure  to  yellow  fever. 

Four  patients  arriving  at  Panama  were  held  as  suspected  of  plsjgue  until  bacterio- 
logical tests  and  other  evidences  showed  the  patients  free  from  this  disease. 

Health  office  of  Colon  and  Cristobal: 

Houses  inspected  in  Colon  and' Cristobal 1,067 

Houses  fumigated 4 

Conti^ous  or  infectious  diseases  removed  from  houses 0 

Premises  cleaned 420 

Premises  recleaned 104 

Barrels  and  cisterns  condemned 0 

Barrels  covered 0 

Loads  of  dirt  removed  from  yards  and  streets  of  Colon 1,465 

Health  office  of  Panama: 

Houses  inspected  to  date 1,642 

Houses  reinspected  to  date 700 

Houses  fumigated 39 

Gases  of  infectious  or  contagious  diseases  removed  from  houses 3 

Premises  cleaned 1,582 

Barrels  and  cisterns  condemned 10 

Barrels  covered *..  350 

Chief  sanitary  inspector.  Canal  Zone: 

Houses  inspected 0 

Oases  of  infectious  or  contagious  diseases  removed  from  houses  by  sanitary 

inspectors 0 

Prenuaes  cleaned 0 
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Chief  sanitary  inspector,  Canal  Zone — Continued. 
Bain-water  barrels  made  mosquito-proof — 

At  La  Boca 200 

AtCulebra 505 

705 

( Pails  installed  for  night  soil — 

At  Baa  Matachin 7 

At  Goraona 18 

AtCulebra 36 

61 
Garbage  cans  emptied  daily  at  Culebra 80 

Drainage  work  has  been  done  at  the  following  places  previous  to  October  15:  La 
Boca,  Ancon,  Paraiso,  Culebra,  Empire,  Las  Cascadas,  Bas  Obispo,  Bas  Matachin, 
Gorgona,  Tabemilla,  and  Bohio. 

Emeiigency  hospital,  Gotgona: 

The  first  patient  was  admitted  September  28,  1904. 

The  number  of  cases  treated  from  that  date  to  October  12,  inclusive,  was  112. 
Sent  to  Ancon  Hospital,  2. 

Scores  of  persons  have  been  furnished  with  remedies  for  trifling  temporary  ail- 
ments not  sufficiently  important  to  be  carried  on  the  daily  sick  report. 
Seven  patients  have  been  admitted  here,  and  3  are  now  in  hospital. 
Cases  treated  from  August  26  to  September  28,  277. 
Cases  sent  to  Ancon  Hospital  from  August  26  to  September  28,  16. 

Emergency  hospital^  CuUbra. 


Month. 


June 

July 

August 

September 

October  (tfntll  18th) 

Physician,  Empire: 

Total  number  of  individual  patients  from  July  19  to  October  13 517 

Total  number  of  consultations  from  July  19  to  October  13 876 

Total  number  of  patients  transferred  to' Ancon  Hospital  from  July  19  to  Oc- 
tober 13 6 

The  sanitary  service  has  been  in  charge  of  the  well-known  sanitary  expert,  CoLW. 
C.  Gorgas,  U.  S.  Army,  ably  assisted  by  Medical  Inspector  John  W.  K08B,n.  S.  Navy, 
in  the  capacity  of  director  of  hospitals. 

LANDS  AND  BUILDINGS. 

As  has  been  stated  above,  the  total  area  of  the  Canal  Zone,  as  described  in  the 
canal  treaty  and  defined  in  the  provisional  agreement  of  June  16,  1904,  is  448.379 
square  miles — this,  of  course,  being  computed  by  Bcsle  on  the  map. 

The  boundaries  of  the  Zone,  except  so  far  as  relate  to  the  cities  of  Panama  and 
Colon,  have  not  yet  been  surveyed;  a  work  which  will  probably  reauire  the  services 
ultimately  of  a  joint  commission,  consisting  of  members  appomtea  by  the  United 
States  and  by  the  RcDublic  of  Panama. 

The  language  of  tne  canal  convention,  in  article  2,  has  for  the  geogn4>hical 
description  of  the  Zone: 

A  width  of  10  miles,  extending  to  the  distance  of  5  miles  on  each  ride  of  the  center 
line  of  the  route  of  the  canal  to  be  constructed;  the  said  Zone  beginning  in  the 
Caribbean  Sea  3  marine  miles  from  mean  low-water  mark,  and  extending  to  and 
across  the  Jpthmus  of  Panama  into  the  Pacific  Ocean  to  a  distance  of  3  marine  nailes 
from  mean  low-water  mark,  with  the  proviso  that  the  cities  of  Panama  and  Colon 
and  the  harbors  adjacent  to  said  cities,  which  are  included  within  the  boundaries  of 
the  Zone  above  described,  shall  not  be  included  within  this  grant 
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There  is  farther  provision  that  the  United  States  may  acqaire  any  other  lands  and 
waters  oatside  of  the  Zone  as  may  be  necessary  for  canal  purposes.  It  will  be  found 
open  inspection  that  the  boundaries  marked  for  the  Zone  on  the  map,  appearing  as 
Exhibit  E,  are  always  exactly  5  miles  from  the  line  of  the  canal,  and  this  results 
from  a  very  peculiar  shape  or  outline  of  the  Zone  itself,  a  shape  which  it  is  hoped 
may  be  corrected  when  the  time  comes  to  make  a  definite  and  permanent  delimitation 
of  the  Canal  Zone. 

The  area  given  above,  about  448  square  miles,  may  be  subdivided  into  approxi- 
mately the  foUowins  areas: 

Received  by  purchase  from  the  New  French  Canal  Company,  62.11  square  miles; 
owned  by  the  I^anama  Railroad,  68.12  square  miles;  the  private  ownership  seems 
to  amount  to  about  139.23  square  miles;  and  the  public  lands  owned  by  the  Republic 
of  Panama  formerly,  and  now  understood  to  be  the  property  of  the  (Jnited  States, 
in  pursuance  of  the  cession  made  by  article  2,  188.91  square  miles,  makine  a  total,  as 
above,  of  about  448  square  miles.  Of  lands  owned  by  the  Panama  Railroad  there 
are  12.87  8(]uare  miles  outside  of  the  Canal  Zone. 

At  the  time  of  the  purchase  by  the  United  States  of  the  rights  and  property  of  the 
French  Canal  Company  there  was  certain  litigation  in  progress  in  the  courts  of  the 
Republic  of  Panama  that  had  resulted  in  the  obtaining  of^jua^ments  by  the  plaintiffs; 
in  the  execution  of  those  judgments  an  embargo  had  been  laid  upon  certain  property 
of  the  New  French  Canal  Company  situated  in  the  city  of  Panama. 

In  order  to  secure  the  interests  of  the  United  States  Messrs.  Day  and  Russell,  in 
Paris,  required  that  there  should  be  deposited  in  their  hands  a  sum  of  money  suffi- 
cient in  amount  to  satisfy  these  embargoes  in  case  the  French  Canal  Company  should 
not  cause  them  to  be  extinguished.  Quite  recently  compromises  have  been  effected 
by  the  New  French  Canal  Company  with  the  judgment  creditors,  and  the  embargoes 
liud  upon  the  properties  belonsmg  to  the  Government  in  the  city  Panama  have  been 
canceled.  This  propertv,  lately  under  embargo,  consisted  of  the  canal  office  build- 
ing, for  which  the  C^nal  Company  paid  1,000,000  francs  in  the  year  1881,  and  the 
other  is  the  present  residence  of  the  chief  engineer  of  the  Canal  Company,  also  in 
the  city  of  Panama,  for  which  at  the  same  time  300,000  francs  was  paid.  These 
properties  are  now  worth  much  more  than  the  prce  paid  for  them  originally,  and 
are  very  valuable  assets  of  the  United  States. 

On  the  island  of  Taboga,  situated  in  the  Bay  of  Panama  and  not  within  the  Canal  > 
Zone,  are  2  hectares  of  land  (say,  5  acres)  upon  which,  many  years  ago,  was 
erected  a  large  building  to  be  used  as  a  convalescent  hospital  or  retreat,  to  which  the 
employees  on  the  Isthmus  could  go  as  a  resort  for  better  health  conditions.    This 
building  is  in  fair  condition  and  is  being  rehabilitated. 

The  landed  properties  taken  over  bv  the  United  States  in  France  number  in  all 
52,  and  ail  of  them  are  traversed  by  the  right  of  way  of  the  canal.  In  the  purchases 
made  a  considerable  area  of  land  was  obtained  by  the  Old  French  Canal  C-ompany 
that  was  not  required  for  the  canal  purposes  proper;  but  as  the  owners  refused  to 
sell  a  part,  the  purchases  were  made,  in  some  instances,  for  the  whole. 

One  of  the  first  acts  of  the  Old  French  Canal  Company  was  the  purchase  of  more 
than  nine- tenths  of  the  stock  of  the  Panama  Railroad,  and  by  virtue  of  this  owner- 
ship the  control  of  the  railroad  passed  into  the  hands  of  the  French  companv.  One 
of  tne  acts  of  the  board  of  directors  was  to  authorize  the  conveyance  of  all  the  lands 
belon^ng  to  the  Panama  RailrcMul  to  the  canal  enterprise,  which  was  done,  and  this 
condition  of  affairs  continued  until  just  before  the  canal  went  into  bankruptcy;  where- 
upon the  lands  were  all  reconveyed  to  the  railroad  company,  and  that  is  their  status 
at  the  present  time.  These  lands  of  the  railroad  company  were  considered  as  avail- 
able for  the  location  of  the  canal  as  were  also  the  public  lands  of  the  State.  So  that, 
at  the  present  time,  it  may  be  said  that  the  canal  location  is  situated  within  one  of 
these  tnree  classes  of  landed  property.  There  are  one  or  two  instances  where  private 
rights  have  not  been  procured,  but  in  nearly  every  instance  they  have  been.  It  is 
certain,  however,  that  during  the  building  operations  the  Government  will  require 
some  additional  land  in  order  that  space  may  oe  obtained  for  dumping  the  soil  taken 
from  the  canal  excavation.  Other  areas  may  be  required  for  reservoir  purposes  or 
for  rights  of  way  for  railroad  diversions. 

The  Old  Canal  Company  erected  on  its  lands,  or  on  the  railroad  lands,  a  very  large 
number  of  wooden  buildings  with  galvanized-iron  roofs.  At  one  time  the  total  of  these 
numbered  about  4,000.  At  the  present  time,  of  the  buildings  that  have  not  been 
removed,  there  are  more  than  2.000.  During  the  period  of  cessation  of  work  the 
managers  of  the  Canal  Company  leased  many  of  these  buildings  and  a  considerable 
revenue  was  obtained  from  this  source.  Lai)^  areas  of  land  not  required  for  canal 
purposes,  and  that  never  would  be  required  for  such  purposes,  were  also  leased  to 
farmers  and  cattle  raisers.  The  net  amount  of  revenue  derived  by  the  French  com- 
pany from  these  leases  reached  upward  of  $30,000  silver  a  year,  and  in  pursuance  of 
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the  anthoiity  of  the  Secretary  of  War^  the  governor  of  the  Canal  Zone  has  oontinned 
the  method  of  leasing  lands  and  buildings  for  private  ownership,  the  money  received 
for  the  same  beine  treated  as  a  revenue  of  the  Canal  Zone. 

The  boundary  Unes  of  some  of  the  tracts  of  canal  and  railroad  lands  are  very 
indefinite,  and  controversies  have  occurred  and  will  hereafter  occur  respecting  the 
limits  of  those  properties  that  abut  upon  private  lands. 

There  are  many  cases  where  squatters  have  occupied  canal  or  railroad  lands  and 
refuse  to  leave,  asserting  private  ownership.    These  cases  will  have  to  be  litigated. 

PUBLIC  WORKS. 

As  has  already  been  stated  in  the  preceding  pages,  there  is  nothing  answering  to 
the  definition  of  this  title  in  existence  in  the  Canal  Zone  except  the  Government 
work  of  constructing  an  interoceanic  canal,  and  the  Panama  Railroad  in  so  far  as 
its  ownership  makes  it  a  public  work,  this  ownership  consisting  of  98.4  per  cent  of 
public  property. 

Withm  the  whole  extent  of  the  Zone  there  is  not  in  existence  a  public  road  or 
highway  or  bridge  except  within  the  aggregation  of  houses  along  the  Ime  of  the  rail> 
road.  There  are  a  few  footpaths  and  pony  tracks  in  the  jungle  made  to  reach 
detached  hamlets  and  huts,  but  they  are  mere  paths  opened  out  with  a  machete,  and 
upon  which  no  grading  or  draining  has  ever  been  done. 

There  is  one  exception  to  the  foregoing  statement,  and  that  concerns  the  city  of 
Panama.  During  the  time  when  the  Trench  operations  were  being  carried  on  in  an 
active  way,  a  public  highway  was  constructed  at  the  expense  of  the  Canal  Company 
on  land  owned  by  the  Canal  Company  from  the  western  city  limits  all  the  w^ay  to 
the  station  La  Boca,  at  the  mouth  of  the  Rio  Grande  River,  which  is  now  included 
in  the  new  port  of  Ancon,  and  where  are  located  the  extensive  wharves  and  terminal 
works  of  the  Panama  Railroad.  This  road,  situated  entirely  within  the  Zone  and 
also  entirely  on  United  States  Government  land,  is  maintained  at  public  expense  u.A 
is  now  being  repaired  so  as  to  restore  it  to  a  condition  of  usefulness.  The  length  of 
the  road  is  about  2  miles,  and  its  repair  will  cost  probably  $3,000  or  $4,000  the  first 
year,  and  about  $1,000  a  year  thereafter. 

Extending  from  the  city  of  Panama  to  the  eastward  is  a  road,  metaled  in  part  and 
in  part  simply  a  dirt  road,  constructed  for  the  purpose  of  enabling  certain  of  the  better 
class  of  Panama  merchants  and  landowners  to  reach  their  suburban  homes  in  what 
are  called  ''The  Savanas;"  that  is  to  say,  open  prairies  of  considerable  extent,  situ- 
ated all  the  way  from  1  to  6  miles  from  the  city.  This  road,  for  the  first  mile  of  its 
length,  is  situated  within  the  city  of  Panama,  as  defined  in  the  delimitation  agree- 
ment of  June  16,  1904.  Beyond  the  city  limits  of  Panama  to  the  Zone  limit  on  the 
eastward  is  a  distance  of  approximately  2  miles,  about  one-half  of  which  has  becm 
metaled  in  a  rather  indifferent  manner,  and  the  remainder  is  a  dirt  road.  This  road 
is  within  the  Canal  Zone,  and  the  inhabitants  of  the  city  of  Panama  and  thoee  who 
are  property  owners  within  and  without  the  Zone,  in  the  neif^hborhood  of  "The 
Savanas,"  consider  that  it  is  the  duty  of  the  United  States  to  maintain  this  road  in  a 
serviceable  condition,  which  it  is  not  at  the  present  time  in  some  places.  The  half 
of  the  road  which  is  now  poorly  metaled  and  without  any  suitable  provision  for 
draina^  will  cost,  to  be  completed,  approximately  $3,000,  and  for  the  other  mile, 
which  IS  simply  a  dirt  track,  the  expense  of  construction,  drainage,  etc.,  will  amount 
to  about  $5,000,  as  the  broken  stone  for  the  road  metal  must  be  hauled  a  consider- 
able distance. 

Diveiiging  from  the  road  in  question,  at  a  point  about  half  a  mile  from  the  dty  of 
Panama,  is  a  road  that  was  opened  by  the  Old  French  Canal  Company  through  pri- 
vate lands  to  the  railroad  station  at  Corozal,  which  is  3  miles  toward  Colon  from 
Panama.  The  work  done  by  the  Canal  Company  in  openins  this  road,  while  con- 
siderable as  respects  cost,  dia  not  leave  any  thine  like  a  completed  road.  It  is  now 
^nera11)r  impassable,  except  for  pedestrians  and  saddle  or  pack  animals.  The  mak- 
mg  of  this  road  resulted  in  the  claim  of  damages  against  the  Canal  Company,  and  in 
a  judgment  of  damages  to  the  amount  of  upward  of  33,000  pesos  which  had  mst  been 
paid  by  the  New  French  Canal  Company.  By  this  {>ayment  the  Canal  Company 
acquired  no  right  to  any  laud  whatever,  but  simply  paid  the  owners  of  the  lana  the 
amount  stated  because  of  damages  assessed  at  that  amount  by  the  local  courts. 

The  road  from  the  canal  headquarters  at  Ancon  to  La  Boca  must  be  maintained, 
as  well  as  the  roads  which  join  the  various  hospital,  office,  and  storehouse  buildlnn 
situated  at  Ancon.  The  authorities  of  the  Republic  of  Panama  will  be  very  maS 
dftappointed  if  the  United  States  does  not  incur  the  expense,  which  seems  to  belong 
to  tne  country  exercising  the  equivalent  of  sovereignty,  of  maintaining  the  public 
highway  already  existing  and  referred  to  above  from  the  city  limits  of  Panama  out  as 
far  as  tne  Zone  limits  in  "The  Savanas."  It  would  be  very  convenient,  but  not 
essential,  to  have  the  road  repaired  and  made  passable  from  Fuiama  to  CorosaL 
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where  are  ft  oonsiderable  nnmber  of  bnildings  belonging  to  the  United  States,  and 
which  18  an  important  center  of  dred^ng  and  other  excavation  work  yet  to  be  aona 
In  Cristobal  some  road  work  of  a  limited  amount  will  be  required  to  connect  vari- 
ous iMiildings  and  workshops,  but  outside  of  those  items  referred  to  there  is  no 
necessity  for  any  extensive  expenditure  in  the  way  of  public  works.  The  municipal- 
ities should  take  care  of  themselves  and  pay  for  the  expenses  of  keeping  open  mule 
trails  and  maintaining  streets  within  villages;  but  all  of  the  stations  are  connected  by 
the  railroad,  akd  alons  the  railroad  track,  in  the  cuts,  and  on  the  embankments  are 
footpaths  that  suffice  lor  the  passing  and  repassing  of  pedestrians  and  ponies.  It  is 
not  believed  that  any  other  public  work  than  that  referred  to  above  wilt  be  required. 

TXLBQRAPHS  AND  TELBPHONIB. 

The  franchise  of  the  Panama  Railroad  was  construed  to  include  the  right  to  oper- 
ate works  accessory  to  the  same.  This  has  been  held  to  include  the  telegraph  and  the 
telephone.  During  the  French  canal  operations  independent  lines  for  canal  purposes 
were  installed  and  were  generally  used,  but  not  to  such  a  great  extent  as  they  will  be 
used  in  the  future.  For  railroaa  purposes  the  railroad  compan}^  have  installed  two 
or  three  wires  along  its  own  roadbed',  connecting  the  termini  and  the  principal 
stations.  The  railroad  company  had  two  or  three  main  wires  extending  all  the  way 
acroas  the  Isthmus,  serving  all  other  stations. 

In  the  Republic  of  Panama  is  a  local  telegraph,  and  in  the  city  of  Panama  is  a  local 
telephone;  the  last,  especially  inefficient,  and  has  not  been  in  commission  for  some 
time  past  The  officers  connected  with  the  canal  enterprise  have  found  the  tele- 
^ph  and  telephone  service  here  exceedingly  inefficient,  and  in  the  hoi)e  of  improv- 
ing the  same,  provisional  arrangements  have  been  entered  into  by  which  the  canal 
wires  have  been  turned  over  to  the  Panama  Railroad,  so  far  as  operation  and  main- 
tenance are  concerned,  and  one  telegraph  and  teleohone  system  for  both  interests  has 
just  been  installed,  with  modem  instruments,  ana  with  a  better  equipment  in  every 
way,  which  it  is  hoped  will  render  efficient  service. 

RBCBIFTB  AND  DISBUBSKMBNTB. 

The  revenues  collected  from  the  inhabitants  of  the  Canal  Zone  from  the  4th  of  May 
to  the  30th  of  September,  1904,  are  as  follows,  not  including  municipal  revenues: 


Item. 


United 
States 
gold. 


Local 
currency^ 


Total  tales  of  United  States  postage  stamps  sorchaiged  *'  Canal  Zone  "  from  July 
17  to  September  80 

The  receipts  from  the  sale  of  Panama  postage  stamps  surcharged  "Canal  Zone" 
from  June  25  to  July  16 


S1,58S.80 


Bales  of  stamped  paper  used  in  official  documents  from  July  17  to  September  80. 
reqnlxed  by  the  laws  of  the  Republic  nf  Panama. 


Intemal-reyenne  stamps  required  by  the  laws  of  the  Republic  from  July  17  to 

September  80 

Beceipts  fron  rents  of  lands,  houses,  and  materials  from  May  4  to  September  80. 

Real-estate  tax 

Retail-liquor  tax 

Excise  tax  on  distillation  of  rum 

Taxes  and  flues  collected  by  pol  ice 

Collection  from  barrio  of  Farfan 

Slaughterhoose  tax,  a  toul  of 


1926.60 

112.20 

4.80 
10,617.88 
243.70 
8,657.16 
2,U96.88 
1,088.22 
18.00 
2,487.35 


Total 1,583.80     22,162.7* 


The  dishursements  made  hy  the  disbursing  officer  from  May  19,  1904,  to  Septem- 
ber 30,  1904,  are  as  follows: 


Item. 


Salaries.      Supplies.        Total 


Isthmian  Canal  Commission 

Goverament  of  Canal  Zone,  as  follows: 

la)  Sanitanrand  health 

(6)  Police  department 

(c)  All  other  Zone  expenses 

Engineering  department,  including— 

(a)  Material  and  supplies,  disbursing  office,  and  land  admin- 
istration  

(6)  Engineering  proper 

Oiand  total 


110,277.10 

86,776.52 
14,477.54 
6.542.52 


54,411.29 
174,962.46 


16,164.78 
2,809.26 


19,051.88 
4,056.60 


297,447.43 


81.582.51 


110,277.10 

42,941.80 
28,329.81 


7i,463.17 
179,019.06 


829,089.94 
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EecdpU  and  disbursemerdi  of  the  various  municipalities  of  the  Cbnal  Zone  from  July  t  tc 

Septejnber  SOy  1904* 


RECEIPTS. 


Mtmlclpallty. 


Month. 


Balance 
on  hand 
June  1. 


Licenses 
and 
taxes. 


Police 
^es. 


Total. 


Emperador « 
Gorgona.... 
Buenaylsta . 
Gatan 


Ancon 

Cristohal. 


Total. 


July 

August 

September.. 

July 

August 

September. . 

July 

August 

September. . 

July 

August 

September. . 

August 

September., 

July 

September.. 


tl6.65 


27.20 

"io-'io" 


9706.00 
1,086.50 
932.50 
398.30 
885.40 
449.00 
434.50 
421.90 
438.50 
208.50 
221.00 
250.50 
206.76 
283.75 
644.00 
281.00 


$152.00 
111.00 
168.00 


61.00 
68.90 
28.00 
66.00 
11.50 
96.60 
12.00 
82.60 
215.80 
172.00 


78.00 


64.26 


1.10 


1,237.20 


$874.65 
1,147.50 
1. 100.  SO 
420.50 
436.40 
612.9$ 
472.90 
477.90 
445.00 
804.00 
283.00 
283.00 
422.66 
466. 7S 
644.00 
809.00 


8,629.66 


Total  receipts 

Total  diHbursements . 


disbursements: 


Municipality. 

Govern- 
ment. 

Public 
Instruc- 
tion. 

Justice. 

Public 
works. 

Treasury. 

Total.    : 

Emperador 

$190.00 

250.55 

258.60 

75.00 

75.00 

81.00 

178.95 

185.75 

108.15 

56.20 

68.00 

66.00 

103.40 

12.50 

$280.00 

210.00 

210.00 

65.00 

110.00 

110.00 

103.00 

90.00 

90.00 

$230.00 
839.00 
810.00 
87.50 
80.00 
180.00 
176. 15 
120.00 
216.00 
65.00 
110.00 
130.00 

$129.60 
120.00 
70.00 

$85.80 
114.76 
160.06 

$966.40 

1,084.  SO 

1,00&66 

16?  60 

Goigona 

43.60 
132.26 

806.60 

603.25 

Buenavlsta 

468  10 

47.80 
74.60 

443.56 

483.66 

Gatun 

121  20 

60.00 
40.00 

80.00 
80.00 
25.20 

258  00 

256.00 

Ancon 

128.60 
275.26 

262.75 

Total 

1,679.10 

1,808.00 

2,266.40 

819.60 

74S.95 

6,807.06 

....  $8,629.56 

.m..    6.807.06 


Balance 2,222.50 

Respectfully  submitted. 

Georgb  W.  Dathsl 
Bear-Admiral  John  G.  Walker,  U.  S.  Navy, 

Chairman  Isthmian  Canal  Commissiotu 


SUPPLEMENTAL  REPORT 

OF 

MAJOR-GENERAL  GEORGE  W.  DAVIS,  U.  S.  A.  (Retired). 

GOVERNOR  OF  THE  CANAL  ZONE. 


TELEGRAPHS. 


The  public,  wishing  to  send  messages  by  telegraph  across  the 
Isthmus,  or  from  or  to  intermediate  points,  have  the  means  of  doing 
so  by  using  the  Panama  Railroad  telegraph,  and  paying  the  customary 
tolls  for  5ie  service;  but  the  rates  charged  by  the  railroad  company 
are  far  and  way  beyond  what  should  be  charged.  The  rate  from 
Panama  to  Colon,  and  vice  versa,  and  from  Ancon  to  Cristolml  and 
vice  versa,  is  f  1  for  10  words,  address  and  signature  being  both 
counted,  whereas  in  the  United  States  10  words  would  be  sent  over  a 
distance  of  250  miles  for  25  centSj  without  counting  address  or  signature. 

When  the  work  is  being  carried  on  rapidly,  as  it  must  be,  U>  insure 
the  completion  of  the  canal  in  the  time  set  for  its  completion,  the  tele- 
graph and  telephone  service  on  the  Isthmus  must  be  very  active,  and  as 
no  private  line  now  exists,  and,  in  the  opinion  of  the  undersigned,  none 
ought  to  exist  within  the  Zone,  the  rauroad  across  the  Isthmus  ought 
to  be  treated  just  as  the  PanamaJ^ilroad  is  recommended  to  be  treated; 
that  ia,  as  a  Government  line,  incidentally  performing  some  service 
for  the  public,  which  the  public  should  pay  for  at  a  lair  rate.  Not 
that  the  Government  desires  to  handle  the  private  business;  it  is  sub- 
mitted that  it  would  be  much  more  preferable  to  have  nothing  to  do 
with  it;  but  the  establishment  of  a  local  telephone  and  telegraph  line 
here  would  be  objectionable  in  many  ways,  and  it  therefore  follows 
that  if  the  public  are  to  have  use  of  the  telegraph  or  telephone,  they 
must  make  use  of  the  Government  line. 

The  Isthmus  is  connected  with  the  outside  world  by  two  systems  of 
cable  communication;  one  is  the  Central  and  South  American  Cable 
Company's  wire,  which  comes  down  from  the  United  States  via  Gal- 
veston, to  Mexico^  Central  America,  and  which  is  continued  on  in  the 
Pacific  Ocean  to  Valparaiso,  and  has  a  land  line  across  the  continent  to 
Buenos  Ayres. 

The  other  is  the  West  India  and  Panama  direct  cable  system,  whose 
wires  reach  all  the  West  Indies  islands,  and  also  Key  West.  Both  of 
these  companies  are  doing  business  on  the  Isthmus.  There  is  another 
outlet  by  way  of  Jamaica  and  Bermuda  to  Halifax,  and  so  to  the 
United  States. 
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The  Central  and  South  American  line,  as  the  one  ^^via  Ghilveston* 
is  generally  called,  lands  its  cable  in  Panc^ma,  while  the  West  India 
direct  line  lands  its  cable  near  Colon.  Neither  company  has  an  ofiSoe 
on  both  sides  of  the  Isthmus. 

There  has  been  a  friendly  rivalrjr  between  these  two  companies  for 
some  time  past,  the  result  of  which  is  that  the  cable  rate,  for  the 
Government  only,  has  been  reduced,  since  the  undersigned  arrived  on 
the  Isthmus,  from  69  cents  gold  per  word  to  50  cents  gold  per  word 
by  one  company,  and  to  55  cents  by  the  other.    Each  of  these  com- 

Sanies  is  solicitous  of  obtaining  a  monopoly  of  the  Government 
usiness. 

DISBUBSEMEKTS. 

The  disbursing  officer  has  been  provided  with  funds  for  meeting  the 
obligations  of  the  United  States  on  the  Isthmus  by  deposit  to  his  credit 
in  the  subtreasury  at  New  York  City,  and  by  currency  shipped  directly 
to  him  from  New  York,  in  pursuance  of  arrangements  made  by  the 
general  treasurer  of  the  Commission  in  Washington,  D.  C. 

All  of  the  help  hired  on  the  Isthmus,  consisting  of  natives  of  the  coun- 
try, or  of  the  neighboring  West  Indies  Islands,  have  been  in  the  habit 
of  receiving  their  pay  in  the  currencv  of  the  country;  to  have  made  a 
radical  change  to  gold  currency  would  have  been  very  detrimental  to 
those  employees,  and  also  to  the  United  States.  Recognizing  this  con- 
dition of  affairs,  it  was  at  once  seen  that  it  would  be  nighly  desirable 
and  advantageous  to  continue  in  the  future,  as  in  the  F^t,  to  pay  all 
the  local  or  native  help  in  the  money  of  the  country.  This  local  cur- 
rency consists  of  a  Colombian  coinage  that  has  been  mady  years  in 
use.  The  bullion  value  of  the  Colombian  dollar  at  the  present  time  is 
$0,403  in  gold. 

The  political  changes  that  have  recently  taken  place  on  the  Isthmus 
have  brought  about  a  condition  of  affairs,  as  is  well  known  to  your- 
self, that,  in  the  judgment  of  the  Panama  authorities  and  in  the  opin- 
ion of  the  Secretary  of  War,  made  it  highly  desirable  that  a  new 
coinage  be  substituted  for  the  one  sanctioneid  by  Colombia  and  now  in 
use.  As  an  outcome  of  this  state  of  affairs,  an  act  has  been  j^assed  in 
the  National  Assembly  of  the  Republic  which  directs  the  coinage  of 
a  subsidiary  currency  in  silver,  to  be  of  the  same  weight  and  fineness 
as  the  United  States  silver  money.  A  peso,  or  dollar,  to  be  received 
in  business  affairs,  and  as  legal  tender  at  50  cents  gold,  and  a  deposit 
with  a  financial  institution  in  New  York  City,  has  been  arranged  for. 
which  it  is  expected  will  maintain  the  parity  of  this  coinage  with  gold 
at  that  rate.  This  act  of  the  national  assembly  was  under  discussion 
at  the  time  of  the  transfer  of  the  canal  property  to  the  United  States. 
During  the  latter  part  of  last  year  the  rate  paid  for  g:old  in  Panama 
was  frequently  as  high  as  160  premium,  but  the  agitation  of  the  ques- 
tion of  the  new  coin,  coupled  with  the  proposition  to  retire  the  old 
coinage  at  the  rate  of  225,  at  first  proposed,  and  later  on  at  212i,  cau>^ 
the  price  of  silver  to  rapidly  advance  on  the  Isthmus,  so  that,  in  tbe 
latter  part  of  May,  when  the  first  sale  of  gold  was  made  bv  the  dis- 
bursing officer  of  the  Canal  Commission,  the  best  bid  for  this  was  at 
a  premium  of  117.10,  making  the  value  of  the  local  currency  about 
46  cents  gold,  whereas  its  bullion  value,  as  stated  above,  was  40.3  oents. 

At  the  time  of  the  next  sale  in  June  the  premium  had  fallen  to  US.  69 
cents,  giving  the  gold  value  of  the  peso  0.4679  oents.    In  July  tius 
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rate  had  advanced  so  that  gold  was  worth  a  premium  of  111.08.  In 
Augost  it  was  110.36.  It  remained  at  that  price  through  Augast..  In 
September  it  advanced  to  111.58.  On  Octooer  10  the  rate  was  113.13, 
and  on  October  27  it  was  118.8^1.  T^e  total  amotint  of  gold  sold  for 
the  purpose  of  obtaining  loca^  currency  for  disbursement  on  account 
of  the  (jovernment  was  sut)out  $260,000.  The  act  of  the  national  assem- 
bly, providing  for  a  new  coinage,  became  a  law  in  July. 

The  methoa  adopted  for  the  purchase  of  silver  was  to  advertise  in 
the  local  newspapers  the  needs  of  the  United  States,  requesting  mer- 
chants and  bankers  to  tender  for  the  purchase  of  checks  on  New  York 
in  anv  denomination  up  to  the  total  amount  of  the  proposed  purchase. 
The  fargest  sum  in  gold  that  has  been  offered  for  sale  at  any  one  time 
is  $50,000.  It  has  usually  been  the  case  that  two,  three,  or  four  times 
as  much  silver  has  been  offered  as  the  Government  desires,  so  the  best 
bids  have  always  been  accepted,  and  the  rates  paid  for  silver  have  been 
more  favorable  to  the  United  States  than  the  i*ates  prevailing  with  the 
local  bankers  at  the  same  time.  The  Panama  Railroad  is  a  purchaser 
of  silver  in  considerable  amounts,  but  its  rate  has  not  been  quite  as 
favorable  as  that  obtained  in  the  manner  described. 

The  disbursements  in  gold,  made  bv  the  disbursing  officer  of  the 
Canal  Commission  on  tHe  Isthmus,  in  the  form  of  salary  payments  to 
em j)loyees  who  are  engaged  at  a  gold  rate,  is  having  the  effect  of  placing 
in  circulation  a  considerable  amount  of  United  States  money  which  the 
bankers  are  anxious  to  dispose  of,  because,  otherwise,  they  must  incur 
the  expense  and  express  charges  of  shipping  the  same  to  New  York, 
so  that  usually  the  money  required  for  local  disbursements  in  the  shape 
of  United  States  currency  can  be  obtained  here  in  exchange  for  New 
York  checks  at  a  rate  better  than  for  the  currency  to  be  shipped  here. 

The  International  Banking  Corporation  of  the  United  States  has  an 
agency  here,  and  its  representative  has  made  a  proposition  which  con- 
templates the  appointment  of  this  institution  as  the  fiscal  agent  of  the 
Government  to  supply  aU  amounts  of  local  currency  as  required  on 
check,  but  no  scheme  nas  yet  been  submitted  that  can  be  entirely  com- 
mended. All  correspondence  that  has  occurred  on  this  subject  has 
been  transmitted  to  you. 

PANAMA  BAILROAD. 

While  the  undersized,  has  as  governor  of  the  Canal  Zone,  no 
responsibility  respecting  the  Panama  Railroad,  98.41  per  cent  of  which 
is  owned  by  the  United  States,  yet,  as  a  member  of  the  Canal  Com- 
mission, to  which  body  the  control  and  management  of  this  property 
has  been  committed  by  the  President,  it  becomes  his  duty  to  call 
attention  to  any  matters  that  should  be  reformed  or  made  the  subject 
of  corrective  action  by  the  management  that  is  responsible  to  the 
Government. 

The  acquirement  by  the  United  States  Government  of  68,887  shares 
out  of  70,000  of  the  Panama  Railroad,  brings  about  a  condition  of 
affairs  on  the  Isthmus  that  should  result  in  a  radical  change  of  policy. 
The  local  rate  for  freight  and  passage  across  the  Isthmus  is  a  very 
high  one,  which,  in  the  United  States  would  be  regarded  as  prohibitive. 

The  minority  interests,  represented  by  1,113  shares,  are  neld  by  the 
public  at  home  and  abroad. 

The  road  is  chartered  under  the  laws  of  the  State  of  New  York,  and 
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has  a  directorate  consisting  of  13  of  its  stockholders,  who  are  elected 
at  annual  meeting,  while  vacancies  occurring  between  such  meetings 
may  "be  filled  by  election  by  the  board  of  other  stockholders  of  recora. 
The  board  also  elects  the  officers  of  the  corporation  and  management. 

Under  the  charter  the  corporation  Was  required  to  build  and  operate 
a  railroad  across  the  Isthmus,  and  was  also  authorized  to  operate 
steamships. 

The  road  was  constructed  between  the  years  1850  and  1855  and  has 
been  open  for  business  ever  since.  Its  capital  stock  is  divided  into 
70.000  shares,  with  a  valuation  of  $100  per  share.  According  to  the 
balance  sheet  published  in  the  last  annual  report  of  the  board  of 
directors  for  the  calendar  year  ending  December  31,  1904 — 

The  cost  of  the  road,  real  estate,  equipment  and  terminals  is  stated 

as $12,045,258.32 

The  value  of  its  steamships,  etc.,  is  given  as 583,  -J56. 80 

There  are  other  assets  reported,  consisting  of  sinking-fund  bonds ...  1 ,  089, 037. 50 

Advance  of  subsidy  to  Colombia a  887, 000. 00 

Various  advances,  credits,  deposits,  prepaid  insurance,  reaching  a 

total  of 0977,126.50 

Total  property  and  assets r...     15,581,879.12 

The  obligations  and  liabilities  are  thus  reported: 

Capital  stock '. , 17,000,000.00 

Sinking  fund,  4 J  per  cent  bonds  outstanding 3, 1 59, 000. 00 

Gold  fund,  subsidy  bonds,  6  per  cent  proceeds  advanced  to  Colombia.  887, 000. 00 
Miscellaneous  liabilities,  such  as  bonds  not  presented  for  redemp- 
tion, accrued  interest,  funds  for  redemption  of  bonds  due  Republic 

of  Panama,  interest,  unpresented  drafts,  and  coupons,  etc 343, 949. 21 

11, 389, 949.  21 
Balance  in  favor  of  the  property , 4,191,929.91 

Total,  as  before 15,581,879.12 

Since  1876  the  capital  stock  has  remained  unchanged  in  amount, 
nor  has  any  form  of  new  stock  security  been  issued.  The  cash  divi- 
dends paid  since  1876  to  1903,  inclusive,  have  been  as  follows: 


Year. 

Percent- 
age. 

Year. 

Percent- 
age. 

Year. 

Percent- 
age. 

j         Year. 

age. 

1876 

12.00 
12.00 
12.00 
13.00 
16.00 
84.26 
12.60 

1883 

13.50 
16.00 
10.00 
0.00 
0.00 
28.00 
9.00 

1  1890 

6.00 
6.00 
4.00 
0.00 
0.00 
0.00 
0.00 

1897 

0  00 

1877 

1884 

'  1891 

I  1S9!S 

0.00 

1878 

1885 

1892 

!  1899  

0.00 

1879 

,  188fi 

,  1893 

1  1900 

0  00 

1880 

1X87 

1894 

1  1901  

2  00 

1881 

1888 

1895 

1  1902 

4  00 

1882 

1889 

1896 

1  1908 

&00 

1 

The  total  amount  paid  in  dividends  during  the  last  twenty-eight 
years  was  $14,928,200,  an  average  income  for  the  stockholders  of  7.6 
per  cent,  while  the  average  income  for  the  stockholders  since  1890  has 
been  about  2  per  cent. 

The  stock  of  the  Panama  Railroad  has  not  been  quoted  for  many 
years,  and  so  its  market  value  is  unknown,  but  it  is  not  difficult  to 
arrive  at  an  estimation  of  the  value  of  a  stock,  which  in  fourteen  years 
has  paid  no  dividends  in  eight  years,  and  for  the  whole  period  has  paid 
an  average  dividend  of  2  per  cent. 

«  Local  currency. 
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In  the  Attorney-General's*  report  to  the  President  dated  October  2, 
1902,  on  the  title  proposed  to  be  given  by  the  New  Panama  Canal  Com- 
pany to  the  United  States  (Government  Printing  Office,  1902)  there  is 
a  reprint  or  a  report  dated  Octobers,  1894,  of  "Commissaries  appointed 
by  the  new  Panama  Canal  Company,  to  value  the  contributions  made 
to  it  bv  the  liquidation  of  the  Old  Panama  Canal  Company."  At  that 
time  the  number  of  shares  of  the  railroad  owned  by  the  canal  company 
was  353,  less  than  the  number  turned  over  to  the  United  States,  so  the 
ownership  by  private  parties  at  that  time  was  1,466  shares,  and  respect- 
ing the  value  of  the  stock,  the  commissaries  remarked: 

These  1,466  shares  belonging  to  third  persons  appear  to  give  rise  to  very  infreouent 
transactions,  and  are  not  officlallv  quoted  on  the  Stock  Exchange  of  New  York. 
We  do  not  definitely  know  w^hat  has  been  their  market  value,  the  sole  information 
we  are  able  to  give  is  the  value  of  175  francs  or  thereabouts  during  the  month  of 
August  last. 

Then  follows  a  statement  of  dividends  paid  and  some  comments,  one 
which  is,  '^The  present  situation  of  the  railroad  is  not,  therefore, 
favorable." 

The  annual  report  for  1903  gives  the  net  income  of  the  railroad  and 
steamships  at  $401,068,  yet  the  road  paid  an  8  per  cent  dividend,  or  the 
sum  of  9560,000,  while  in  1902  the  net  income  was  $295,384,  and  the 
dividend  paid  was  $280,000. 

But  for  the  circumstances  that  the  payment  of  the  last  dividend  went 
to  the  credit  of  the  French  Canal  Company,  that  had  alreadv  bargained 
to  sell  its  property  to  the  United  States,  and  that  the  Board  simply  did 
the  bidding  of  the  company,  it  is  probable  that  the  dividend  of  the 
company  would  not  have  exceeded  its  net  earnings  for  the  year. 

The  statement  has  been  published  recently  to  the  effect  that  it  has 
been  found  to  be  necessary  to  increase  the  bonded  indebtedness  of  the 
railroad  by  the  sum  of  $250,000,  the  funds  used  to  pay  for  steamship 
repairs  ordered  before  the  last  dividend  was  paid,  so  an  increased 
debt  has  followed  payment  of  last  dividend. 

The  number  of  shares  of  stock  of  the  Panama  Railroad  now  owned 
bv  the  public  is  1,113.  At  the  price  of  the  last  sale  quoted  by  the 
I'rench  Commission  in  1894,  say  $35  per  share,  which  is  about  what 
one  would  expect  a  security  to  be  worth  that  averaged  a  dividend  of 
2  per  cent,  these  1^113  shares  would  be  worth,  say,  $40,000.  Would 
it  not  be  a  very  wise  act  for  the  Government  to  acquire  the  owner- 
ship of  this  small  interest? 

xhe  railroad  company,  under  its  charter,  is  authorized  to  operate 
steamships.  It  is  now  operating  a  line  of  steamers  between  New 
York  and  Colon,  and  some  years  ago  maintained  a  line  on  the  Pacific 
Ocean  between  Panama  and  the  Central  American  ports,  and  also 
between  Panama  and  San  Francisco.  As  the  railroad  and  the  steamers 
are  now  practically  owned  by  the  United  States,  it  results  that  the 
Government,  as  a  majority  stockholder,  is  a  beneficiary  under  certain 
conti'acts  made  by  the  railroad  company  with  other  transportation 
companies  on  the  "Pacific  Ocean,  whicn  agreements  or  contracts  wolud 
be  penalized  provided  the}'  were  within  the  jurisdiction  of  the  courts 
of  tbe  United  States,  and  that  because  they  would  be  held  to  be  con- 
tracts in  restraint  of  trade. 

It  has  been  urged  that  the  control  which  the  Government  can  exer- 
cise over  the  business  policv  of  the  steamship  company,  its  rates  of 
freight  and  passage  between  Kew  York  and  the  Isthmus,  is  a  valuable 
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power,  as  insuring  the  establishment  and .  maintenance  of  reasonable 
rates,  and  so  preventing  extortion  and  combinations  of  forwarders. 

If  the  Uni'ted  States  went  out  of  ocean  transportation  business  there 
would  be  active  competition,  not  only  on  shipments  to  Colon  or  (  Viij- 
tobal,  but  also  to  San  Francisco.  American  steamers  in  large  num- 
bers are  engaged  in  trade  from  New  York  to  Venezuela,  to  Cuba,  t6 
Mexico,  to  Santo  Domingo,  to  Honduras,  to  Costa  Rica,  and  to  Colon, 
and  are  successfully  competing  with  foreign  vessels  for  this  trade, 
which  in  no  respect  is,  in  a  legal  sense,  coastwise.  It  is  only  the  trade 
between  the  eastern  and  western  coasts  of  the  United  States  via  the 
Isthmus  which  must  be  conducted  under  the  American  flag. 

If  there  should  be  an  attempt  to  charge  excessive  rates  on  shipments 
to  Colon  or  Cristobal,  it  only  remains  for  the  Government  or  con- 
tractors to  forward  their  supplies  and  employees  by  chartering  foreign 
vessels  to  Colon,  a  foreign  port,  and  the  combination  would  be  broken 
in  a  day. 

The  present  rate  of  cabin  passage  for  the  families  of  officers  and 
employees  of  the  Government  via  the  Panama  Railroad  steamers  and 
those  of  the  United  Fruit  Company  from  New  Orleans  is  the  same. 

The  business  of  the  railroad  company  last  year  yielded  an  income 
which  in  the  opinion  of  the  board  oi  directors  justified  them  in  paying 
a  dividend,  and  it  is  understood  that  a  considerable  part  of  this  profit 
was  secured  through  the  transportation  contracts  referred  to.  The 
directors  of  the  Panama  Railroad  and  the  attorney  for  the  same  are  no 
doubt  able  to  show,  to  their  own  satisfaction  at  all  events,  that  the 
course  being  pursued  is  exactly  the  course  that  should  be  pursued,  and 
that  as  a  result  of  the  policy  the  United  States  is  a  large  beneficiary, 
but,  according  to  the  view  of  the  writer  of  this  report,  under  the 
present  conditions  the  position  taken  by  the  directorate  is  wrong  in 
principle  as  contrary  to  sound  public  policy. 

The  Government  nas  never  entered  into  competition  with  private 
and  corporate  commercial  interests  wherever  it  could  be  avoided.  The 
only  cases  recalled  where  the  United  States  has  in  effect  engaged  in 
some  coijapetition  is  with  a  few  military  telegraph  lines  installed  for 
military  reasons  where  private  lines  could  not  maintain  themselves; 
and  in  order  that  merchants  and  private  individuals  residing  in  these 
remote  localities  might  not  be  deprived  of  the  means  of  quick  com- 
munication with  the  outside  world,  the  Government  has  provided,  by 
law,  that  private  messages  may  be  accepted  and  forwarded  at  reason- 
able rates,  and  the  money  derived  therefrom  is  required  to  be  covered 
into  the  Treasury. 

But  in  respect  to  the  Panama  Railroad  the  United  States  is  compet- 
ing in  a  very  large  way.  If  the  steamship  line  now  operated  by  the 
Panama  Railroaa  between  New  York  and  Colon  was  not  so  operated, 
it  is  almost  certain  that  some  private  concern  would  put  on  a  private 
line  between  these  two  places,  iust  as  a  private  company  has  lately 
established  a  line  between  New  Orleans  and  Colon.  It  is  said  that  this 
New  York-Colon  line  has  earned  lar^e  dividends  in  recent  years,  and 
it  is  expected  that  the  dividends  will  be  largely  increased  because 
canal  shipments  will  make  a  much  larger  business  than  before. 

All  of  this  only  shows  that  a  private  concern,  not  shut  out  by 
Government  competition,  would  have  no  difficulty  in  establishing  a 
line  between  New  York  and  the  Isthmus.  The  line  now  operating 
between  Panama  and  San  Francisco  is  a  private  line,  and  there  is  no 
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difficulty  in  obtaining  a  sufficient  amount  of  business  to  keep  the 
steamers  employed  Siat  compose  this  line.  If  the  United  States 
would  withdraw  entirely  from  the  steamship  business,  and  would 
make  rates  for  the  transfer  of  freight  across  the  Isthmus  of  Panama 
that  are  reasonable  and  just,  say  50  per  cent  less  than  they  noxv^  are, 
there  is  no  reasonable  doubt  in  the  world,  it  seems  to  the  writer,  that 
the  business  now  conducted  practically  by  the  Government  would  be 
taken  up  by  private  enterprise  and  the  service  be  just  as  well  per- 
formed. It  IS  true  that  tne  United  States,  as  a  stockholder  in  the 
Panama  Railroad,  would  not  secure  large  dividends,  but  if  it  secured 
sufficient  returns  to  pay  for  the  cost  of  the  service,  it  would  have 
accomplished  all  that  good,  sound  public  policy  requires. 

It  is  impossible  for  the  United  States  to  witndraw  its  railroad  from 
commercial  business  on  the  Isthmus,  for  the  reason  that  it  is  the  only 
transit  route  at  this  point,  and  there  will  not  be  another  until  the 
canal  is  finished.  Commercial  business  across  the  Isthmus  is  very 
large,  and  it  must  continue  to  be  handled  by  this  single  line  of  rails 
until  the  canal  is  ready  to  replace  it,  and  as  the  United  States  is  the 
owner  of  this  railroad  the  United  States  must  handle  the  transit  busi- 
ness. In  other  words,  the  United  States,  or  the  Isthmus  of  Panama, 
so  far  as  commercial  affairs  are  concernea,  has  become  the  owner  of  a 
transfer  route.  If  the  railroad  on  the  Isthmus  stands  ready  at  any 
time  to  receive  merchandise  from  any  shipf)er,  no  matter  whence  com- 
ing nor  to  what  point  billed,  and  to  promptly  forward  it  to  the  con- 
signed vessels  awaiting  it  on  the  opposite  coast,  and  does  this  at  a 
reasonable  rate,  the  United  States  will  have  accomplished  all  that  the 
most  exacting  person  should  expect  of  it,  and  all  tnat  a  Government, 
as  owner,  should  undertake  to  do. 

If  the  United  States  would  offei*  the  steamers  of  the  Panama  Rail- 
road Company  for  sale,  on  the  condition  that  the  purchaser  should 
maintain  a  line,  and  should  carry  Government  freight  from  New  York 
to  Colon  at  some  speci6ed  reasonable  rate,  and  should  also  transport 
emplm^ees  and  mails  on  satisfactory  terms,  we  would  be,  as  respects 
New  lork,  in  a  similar  position  as  we  are  now  in  as  respects  New 
Orleans  or  San  Francisco. 

This  justified  the  recommendation,  which  is  respectfully  submitted, 
that  the  United  States  go  out  of  the  steamship  business  altogether, 
and  that  it  make  the  Panama  Railroad  a  simple  transfer  route  for 
freight  and  passengers  across  the  Isthmus,  and  that  the  system  of  gen- 
eral free  passes,  which  now  prevails,  be  stopped  entirely. 

This  will  result  in  a  large  diminution  of  revenue  of  the  railroad,  of 
course,  but  it  will  also  result  in  a  very  large  diminution  of  expense  of 
management.  The  New  York  office  can  be  given  up  entirely,  for 
there  will  be  no  excuse  for  its  maintenance,  which  last  year  cost  $96,000, 
and  whose  agency  expenses  at  that  point  and  in  other  places  cost  more 
than  $100,000,  resulting  in  what  might  be  called  the  general  expense 
of  the  Panama  Railroad  and  steamships  considerably  over  $200,000 
a  year. 

The  chief  engineer  of  the  Isthmian  Canal  Commission  is  one  of  the 
most  experienced  railroad  builders  and  operators  in  the  United  States, 
and  be  could  take  charge  of  and  manage  the  Panama  Railroad,  47  miles 
long,  a  mere  trifling  incident  of  his  engineering  duties,  and  results 
of  vast  benefit  to  the  United  States  woula  in  that  way  be  secured. 

The  United  States,  having  no  partner  in  the  ownership  of  the  road. 
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as  it  has  none  in  the  canal,  would  be  privileged  to  dispense  with  the 
expensive  organization  that  now  exists,  dissolve  the  corporation,  pay 
off  the  indebtedness,  and  go  out  of  the  business  as  a  common  carrier  on 
the  ocean,  and  limiting  her  functions  as  such  carrier  on  the  Isthmus 
to  the  simple  act  of  transferring  from  the  Atlantic  to  the  Pacific  the 
freight  and  passengers,  for  the  carriage  of  which  there  is  no  other 
means  than  the  Government  railroad. 
The  Republic  of  Colombia  was  entitled  from  the  beginning  to  free 

Ssses  for  its  troops,  police,  public  officials,  mails,  etc.,  and  under  the 
nal  Convention  recently  celebrated  between  the  United  States  and 
Panama  this  privilege  has  been  continued  as  respects  the  free  transit 
of  persons  in  the  public  service  of  the  Republic  and  her  police  force, 
also  their  baggage,  munitions  of  war,  and  supplies. 

About  the  time  that  the  Panama  Railroad  was  constructed,  in  order 
to  secure  rights  of  way  across  private  land,  those  in  charge  of  the 
railroad  construction  made  contracts  in  considerable  numbers,  whereby 
they  agreed  that  certain  individuals  or  members  of  the  family  of  a 
certain  individual,  and  their  posterity,  should  be  entitled  to  travel  free 
for  all  time  upon  the  Panama  Railroad.  The  consequence  is  that  the 
number  of  natives  now  traveling  on  passes  is  very  large,  and  is  rapidly 
increasing  and  an  abuse  results.  This  is  a  state  of  affairs  that  ougHt 
not  to  be  tolerated.  Recently  a  gentleman  lately  married  to  a  grand- 
daughter of  one  of  the  earlier  beneficiaries  oi  a  right  of  way  pass 
contract  applied  for  a  permanent  pass  because  of  his  recent  merger 
by  marriage  with  the  family  of  the  favored  ancestor. 

The  rates  charged  for,  local  freight  are  all  so  high  as  to  become 
almost  prohibitive.  It  would  be  good  policy  to  lower  these  rates 
materiallv  and  encourage  agricultural  production  along  the  line  of 
the  Canal,  something  wmch  is  now  almost  nonexistent. 

TBANSFER  OP  CANAL  PBOPERTT  TO  THE  UNITED  STATES. 

On  the  26th  of  April,  1904,  instructions  wer6  sent  by  the  Secretary 
of  War  to  Lieut.  Mark  Brooke,  Corps  of  Engineers,  U.  S.  Army, 
then  on  duty  on  the  Isthmus  of  Panama,  to  the  effect  that  in  resp>ect 
to  the  transfer  of  the  property  of  the  New  French  Company  on  the 
Isthmus  of  Panama  he  would  act  in  conformity  with  the  instructions 
that  he  might  receive  by  telegraph  from  Messrs.  Day  and  Russell, 
agents  of  the  Department  of  Justice,  then  in  Paris,  for  the  purpose  of 
representing  the  United  States  in  receiving  from  the  New  French 
Canal  Company  the  property  belonging  to  that  corporation  on  the 
Isthmus  of  Panama  and  in  Paris. 

On  the  3d  day  of  May,  1904,  Lieutenant  Brooke  received  by  tele- 
graph instructions  from  Messrs.  Day  and  Russell  as  follows: 

(Rec'dMaySdO 

Mark  Brooke, 

United  Stales  Army^  Colon: 
See  Colombian  civil  code  eighteen  seventy-three,  articles  seven  fifty-four,  follow 
where  practicable,  not  too  literally;  have  Renaudin  assemble  and  present  to  your 
company's  principal  employees  and  inform  them  in  your  presence  that  he  delivers 
all  companv's  property  and  rights  to  you  for  United  States,  and  that  they  are  hent-e- 
forth  to  mold  under  direction  for  United  States;  have  Renaudin  hand  keys  and  books 
containing  schedules  of  property,  stating  that  he  delivers  property  represented  by 
them,  then  delivery  reasonable  complete.  Cable  immediately  to  us.  Delivery  tts 
contemplated  can  be  completed  withm  two  days  and  should  be  hastened  as  impor- 
tant action  here  awaits  your  announcement;  transfer  of  railroad  property  unneoeaBary. 
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We  get  all  rights  and  property  whatsoever  of  canal  company.  Acknowledge  this  by 
cable.  Corresponding  orders  of  the  company  to  Kenaudin  are  as  follows:  In  con- 
formity with  our  agreement  with  Messr^.  Day  and  Russell,  please  place  Mark  Brooke, 
United  States  Army,  immediately  in  full  and  complete  possession  of  all  our  proper- 
ties, movable  and  immovable,  hospitals,  telegraphs,  offices,  works  flnishea  or  in 
construction,  materialaon  hand  as  they  exist  without  listing  or  inventory,  technical 
or  other  archives  which  mav  appear  to  him  useful,  books  of  account,  the  keys  of  all 
buildings,  workshops,  storenouses,  and  in  general  all  the  properties  of  the  company, 
only  excepted  cash  on  hand  and  credits  and  the  whole  open,  obtaining  a  general 
receipt,  rlease  put  all  your  personnel  at  the  disposition  of  Mark  Brooke,  in  order 
to  prevent  all  interruption  or  disorder  in  the  works  or  in  the  various  departments  of 
employment.  He  will  give  instructions  which  he  may  think  useful  for  the  direction 
of  operations  from  the  moment  of  his  taking  possession.  Our  expenses  will  cease 
from  the  moment  of  his  taking  possession.  As  to  yourself,  we  pray  you  to  continue 
your  relations  to  us,  for  we  will  have  instructions  and  powers  to  send  you  in  order 
to  reach  the  final  and  regular  conclusion  of  the  matter.    Our  address,  Hotel  Maurice. 

•     Day. 

BUSSBLL. 

On  May  3  Lieutenant  Brooke  furnished  the  chairman  of  the  Isthmian 
Canal  Commission  with  a  copy  of  the  telegram  from  Messrs.  Day  and 
Russell,  as  quoted  above,  ana  also  informed  the  chairman  that  M.  Reur 
audin,the  director-general  of  the  New  French  Company,  had  received 
instructions  from  his  company  to  make  delivery  of  the  property. 
Lieutenant  Brooke  also  stated  that  the  transfer  would  take  place  on 
the  following  morning  at  7.30. 

The  transfer  was  effected  as  arranged  at  7.30  a.  m.,  May  4,  and  is 
evidenced  by  the  declaration  of  Lieutenant  Brooke  in  words  and  letters 
as  follows: 

I,  Mark  Brooke,  officer  of  the  Corps  of  Engineers  of  the  Army  of  the  United  States 
of  North  America, -declare  and  state  the  following: 

To-day,  the  fourth  of  May,  nineteen  hundred  and»four,  early  in  the  morning  in  my 
csLpaciiy  as  representative  of  the  Government  of  the  United  States  of  North  America, 
I  came  into  the  huilding  situated  in  the  city  of  Panama,  known  in  that  city  hy  the 
name  of  **  Hotel  de  la  Compagnie,"  in  which  are  located  the  central  offices  of  the 
New  Panama  Canal  Company,  for  the  purpose  of  receiving  in  the  name  of  my  prin- 
cipal, the  Government  of  the  United  States  of  America,  all  the  properties,  personal 
and  real,  of  the  above-namfd  company,  which  are  located  in  the  Isthmus  of  Panama. 

After  having  shown  my  authority  and  instructions,  the  director  of  the  New 
Panama  Canal  Company  made  formal  delivery  to  me  of  the  said  properties,  personal 
and  real,  in  the  following  manner: 

He  delivered  the  keys  of  the  buildings  and  inventories  of  the  properties,  called, 
tofsether  the  principal  employees  of  the  service,  and  in  my  presence  gave  them 
instructions  to  place  at  my  orders  all  the  material  in  the  storehouses  of  the  company, 
and  the  storehouses  themselves,  and  finally  also  in  my  presence  he  sent  by  letter  and 
tele^rraph  the  same  orders  and  instructions  to  all  the  employees  of  the  company  living 
in  Colon  and  on  the  line  between  that  city  and  Panama. 

In  consequence,  I  declare  in  the  name  of  the  Government  of  the  United  States  of 
North  America,  which  I  represent  in  this  act  of  transfer,  that  I  acknowledge  having 
received  all  the  properties,  personal  and  real,  that  belonged  to  the  New  Panama 
Canal  Company  in  the  Isthmus  of  Panama,  which  have  passed  into  the  possession 
of  the  Government  of  the  United  States  of  North  America,  my  principal. 

This  receipt  is  written  and  signed  in  French,  English,  and  Spanish. 

Mark  Brooke, 
$d  Lieutenant f  Corps  of  EngineerSf  U.  S.  A, 

Panama,  May  4,  1904. 

The  persons  present  at  the  transfer,  besides  Lieutenant  Brooke  and 
M.  Renaudin,  were  Mr.  W.  W.  Russell,  United  States  charg^  d'affaires, 
Mr.  Joseph  W.  Lee,  secretary  of  legation  of  United  States,  Mr.  H, 
A.  Gudger,  United  States  consul-general.  Dr.  Claude  C.  Pierce,  of  the 
Marine-Hospital  Service.  Lieutenant  Brooke's  declaration  was  exe- 
cuted in  French,  English,  and  Spanish,  and  authenticated  by  the  certi- 
ficate of  M.  Benaudin. 
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Messrs.  Day  and  Russell,  in  Paris,  were  immediately  advised  by  tele- 
ei*am,  as  was  also  the  chairman  of  the  Isthmian  Canal  Commission, 
Washington. 

Lieutenant  Brooke  immediately  assumed  charge,  publishing  this  fact 
by  a  circular  to  all  employees  and  agents  on  the  Istamus,  as  follows: 

To  (he  employeet  of  Vie  New  Panama  Canal  Company: 

The  Director  of  the  New  Panama  Canal  Compaiiy  has  to-day  transferred  to  me, 
as  the  representative  of  the  United  States  possession  of  all  the  property  and  works 
of  the  Canal  Company  on  the  Isthmus  of  Panama,  and  I  have  assumedcontrol  and 
management  of  the  same  on  behalf  of  the  United  States.  I  desire  to  request  that 
all  employees  of  the  canal  company  on  the  Isthmus  will  remain  for  the  present  iti 
the  positions  which  they  now  occupy,  performing  their  respective  duties  as  heretofore. 

Panama,  May  4,  1904. 

Mark  Brooks, 
•  id  Lieutenantf  Corps  of  Engr.,  U.  S,  A. 

On  the  same  daj  this  official  received  instructions  from  the  chair 
man  of  the  Commission  as  follows: 

Continue  on^anlzation  and  work  present  organization.  General  Davis  and  pay- 
master with  funds  sail  10th. 

It  appears  that  the  date  of  the  transfer  made  in  Paris  was  April  26, 
but  as  the  delivery  of  the  property  on  the  Isthmus  was  made  seven 
days  later,  Lieutenant  BrooKe  did  not  consider  himself  authorized  to 
assume  for  the  United  States  any  responsibility  for  expenditures 
incurred  anterior  to  May  4.  He  requested  the  retiring  French  direc- 
tor-general to  attend  to  this  matter,  which  was  done.  The  responsi- 
bility of  the  United  States  for  expenditures  on  the  canal  works, 
therefore,  commenced  on  May  4,  1904. 

At  the  time  of  the  transfer  of  the  property  of  the  New  French 
Canal  Company  to  the  United  States  the  force  of  employees  working 
under  the  direction  of  the  French  Canal  administration  numbered  746, 
maintained  at  a  monthly  expense  of  about  $15,000  (gold). 

The  organization  comprised  a  director-general,  a  disbursing  officer, 
a  sanitary  service,  supplies  and  material  department,  land  and  build- 
ings department,  and  engineering  department,  all  personnel  reporting 
to  and  acting  under  the  iastructions  of  the  director-general  on  the 
Isthmus. 

CUSTODY  OF  PROPERTT — CANAL  WORK  AND  ADMINI^rRATION. 

The  undersigned  arrived  on  the  Isthmus  on  May  17,  1904,  and 
immediately  proceeded  to  Culebra,  where  he  established  his  office  and 
residence  temporarily. 

The  orders  and  instructions  given  by  the  President  of  the  United 
States  and  by  the  Isthmian  Canal  Commission  respecting  the  care  of 

Eroperty  and  conduct  of  the  work  on  the  Isthmus  of  Panama  have 
een  quoted  on  the  first  page  of  this  report. 

As  respects  operations  in  progress  on  the  Isthmus,  the  control  of 
the  employees,  the  care  of  the  propertv,  and  the  management  and 
direction  of  the  interests  of  the  United  States,  these  orders  were 
equivalent  to  a  designation  of  the  undersigned  as  the  managing  repre- 
sentative of  the  Isthmian  Canal  Commission,  and  he  so  styled  himself. 
On  the  19th  of  May  he  issued  a  notice  to  all  employees  as  follows: 

In  pursuance  of  the  instructions  of  the  Isthmian  Canal  Commission,  the  nnder- 
eigned,  for  and  in  the  name  of  the  Commissioui  assumed  general  direction  of  thm 
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caoal  administration  and  works  and  control  of  all  the  property  of  the  United  States 
on  the  Isthmus  that  pertains  to  the  construction  of  the  ship  canal  connecting  the 
waters  of  Atlantic  and  Pacific  oceans. 

There  was  also  announced,  in  subsequent  paragraphs  of  the  same 
paper,  an  organization  as  follows: 

Engineering, — Comprising  the  direction  of  all  engineering  works,  construction  and 
maintenance  of  buildings,  roads,  telegraphs,  water  supply  and  sewerage  systems,  and 
other  auxiliary  works,  and  the  prosecution  of  scientific  mvestigations,  Maj.  William 
M.  Black,  Corps  of  Engineers,  tJ.  S.  Army,  in  charge. 

Executive  office, — Comprising  the  supervision  of  correspondence,  the  custody  and 
preservation  of  general  records  and  files,  legal  matters,  and  telegraphic  and  postal 
services,  Mr.  Harry  D.  Reed  in  charge. 

Accounts. — Comprising  accountability  and  disbursements  of  all  vouchers  requiring 
approval  by  the  undersigned,  Paymaster  E.  C.  Tobey,  XJ.  S.  Navy,  chief  of  the 
department. 

Malerial, — Comprising  the  purchase,  custody,  and  issue  of  all  plants,  tools,  mate- 
rial, and  supplies  for  all  departments,  Mr.  £.  Hauer,  acting  chief  of  the  department, 
under  the  general  supervision  of  Paymaster  E.  C.  Tobey,  U .  S.  Navy. 

BuildingB  arid  grounds. — Comprising  the  custody  of  all  canal  lands  and  all  buildings 
not  assigned  to  other  departments,  the  custody  and  preservation  of  all  records' of 
lands,  including  leases,  and  the  rental  of  the  real  property  of  the  United  States  on  the 
Isthmus  pertaining  to  the  canal,  Mr.  C.  Bertoncini,  acting  chief  of  the  department. 

With  this  organization  the  work  wag  resumed  on  the  date  first  given 
above,  and  was  continued  under  the  same  general  organization  until 
August  1,  1904,  when  a  quorum  of  the  Commission  being  present  on 
the  Isthmus,  the  undersigned  was  relieved  from  all  further  responsi- 
bility as  managing  representative. 

The  only  work  in  progress  during  this  period  was  the  continuation 
of  that  carried  on  by  the  French  Company  in  the  way  of  excavation 
on  the  summit  cut  at  Culebra.  Major  Black,  as  engineer  in  charge, 
directed  these  operations. 

During  the  month  of  June  several  parties  of  engineers,  organized 
in  the  United  States,  were  sent  to  the  Isthmus,  and  reported  to  the 
managing  representative  for  certain  technical  work,  such  as  surveys 
and  tarings  Early  in  July  other  parties,  organized  for  a  similar  pur- 
pose, arrived,  and  by  the  end  of  July  four  such  detachments  of  about 
25  engineers  and  assistants  each,  were  employed  under  Mr.  Charles 
List,  at  Colon;  Mr.  A.  B.  Nichols,  at  Gatun;  Mr.  H.  F.  Dos6,  at 
Bohio;  and  Mr.  Boyd  Ehle,  at  Bas  Obispo.  The  general  supervision 
of  the  work  of  these  parties  came  under  Major  Black. 

Near  the  last  of  June  Mr.  John  F.  Wallace,  who  had  been  engaged 
by  the  Isthmian  Canal  Commission  as  chief  engineer,  arrived  and 
reported  to  the  undersigned.  No  instructions  in  respect  to  the  scope 
of  his  duties  having  been  received  from  the  Commission,  he  was 
announced  by  the  managing  representative  as  the  chief  engineer  of  the 
Panama  Canal,  and  he  took  charge  of  those  duties  on  July  1. 

The  announcement  stated  that  "  His  duties  comprise  the  direction 
of  all  engineering  works,  the  construction  and  maintenance  of  build- 
ings, roads,  water  supply  and  sewerage  systems,  drafting,  sun  print- 
ing, and  lithographing,  and  the  prosecution  of  all  surveys,  borings, 
soundings,  ana  other  scientific  investigations." 

On  August  81  the  Commission  in  session  on  the  Isthmus  adopted 
the  following  resolutions: 

Resolved,  That  the  chief  enginee>r  be  placed  in  charge  and  control  of  the  construc- 
tion of  the  Panama  Canal,  and  of  the  sewerage  and  waterworks  system  for  the  cities 
of  Panama  and  Colon,  and  of  all  engineering  works  connected  with  these  several 
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project?,  and  that  he  shall  have  general  supervision  and  authority  over  all  matters 
pertaining  thereto,  under  the  direction  of  the  Isthmian  Canal  Commission,  subject 
to  its  approval  and  in  accordance  with  such  instructions  as  the  Commission  may 
issue  from  time  to  time.  The  chief  engineer  will  report  and  receive  his  instructioiui 
relative  to  these  matters  through  the  chairman  of  the  Commission. 

Resnfred,  That  the  chief  engineer,  under  the  direction  of  the  governor  of  the  Canal 
25one,  shall  have  charge  of  the  planning  and  construction  of  roads,  buildings,  and 
other  structures,  and  of  the  planning  and  installation  of  machinery  required  by  any 
department  of  the  government  of  tne  Canal  Zone  and  authorized  by  the  Isthmian 
Canal  Commission. 

Jiesolred,  That  the  chief  engineer  shall  make  monthly  progress  reports  and,  on  or 
before  July  31  of  each  year,  an  annual  report  covering  all  operations  of  his  depart- 
ment during  the  fiscal  year  ending  June  30;  also  sucn  other  reports  as  may  from 
time  to  time  be  called  for  by  the  Commission.  He  shall  at  once  furnish  a  copy  of 
each  report  to  any  member  or  members  of  the  Commission  on  the  Isthmus. 

Mr.  Wallace  became  responsible  for  the  direction  of  the  work  of 
his  department  on  July  1,  and,  as  above  stated,  the  managing  repre- 
sentative of  the  Commission  ceased  to  be  the  channel  througn  whom 
the  chief  engineer  reported  on  August  1. 

•  The  expenditures  for  engineering  on  the  Isthmus  of  Panama  from 
May  4  to  June  30, 1904,  reached  the  aggregate,  for  services,  $18,003-03, 
and  for  material  and  supplies,  $100.37,  making  a  total  for  expenses  of 
$18,103.40. 

About  July  1,  1904,  Col.  William  C.  Gorgas,  Medical  Department, 
tJ.  S.  Army,  detailed  by  the  Secretary  of  War  to  report  to  the  Isth- 
mian Canal  Commission,  arrived  on  the  Isthmus  and  entered  upon  his 
duties  as  chief  sanitary  officer. 

At  the  same  time  Dr.  John  W.  Ross,  medical  inspector,  U.  S.  Navy, 
was  appointed  by  the  Commission  as  director  of  hospitals,  and  a  few 
weeks  later  Maj.  Louis  A.  La  Garde,  Medical  Department,  U.  S.  Army, 
was  assigned  as  superintendent  of  Ancon  Hospital,  while  Doctor  Sprat- 
ling,  who  had  been  acting  as  chief  sanitary  officer,  was  assigns  as 
superintendent  of  Colon  Hospital. 

All  these  officers  entered  upon  their  duties  immediately,  and  from 
time  to  time,  up  to  the  date  when  the  responsibilities  of  the  undersigned 
as  managing  representative  ceased,  a  considerable  number  of  employees 
arrived  on  the  Isthmus  for  various  duties  specified  in  the  letters  of 
appointment. 

One  week  after  the  arrival  of  the  undersigned,  Col.  Frank  J.  Hecker, 
member  of  the  Isthmian  Canal  Commission,  also  came  to  the  Isthmus 
under  instructions,  a  copy  of  which  is  herewith.     (See  Appendix  N.) 

In  the  announcement  made  by  the  undersigned  on  May  19,  1904, 
appears  the  following  in  respect  to  Colonel  Hecker: 

It  is  further  announced  that  Col.  Frank  J.  Hecker,  member  of  the  Isthmian  Cana 
Commission,  has  been  a.sRigned  by  the  Commission  as  general  coadjutor  to  the  under' 
signed  on  the  Isthmus,  his  duties'] ncluding  the  general  sunervision  of  the  receivings 
listing,  assorting,  and  storing  of  the  property  and  material  here  recently  purchased 
by  the  United  States;  the  preparation  of  schemes  for  repair  of  buildings,  consolida- 
tion and  renovation  of  work  enops  and  store  houses,  more  effective  care  of  material 
and  supplies  and  reorganization  and  reduction  of  the  force  of  custodians  of  property; 
also  the  observation  of  the  methods  of  management  of  the  Panama  Bailroau,  ba; 
without  intervention  in  or  direction  of  the  control  by  present  local  officers.  In  short, 
he  is  to  make  a  critical  general  inspection,  and  to  collect  all  procurable  useful  data 
for  the  Commission  respecting  the  canal  property  and  the  businees  affairs  on  the 
Isthmus  of  Panama  now  controlled  by  the  United  States. 

The  services  of  Colonel  Hecker  were  of  great  value,  a  fact  whick 
has  already  been  officially  reported  to  the  Commission. 
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The  members  of  the  Isthmian  C&nal  Commission  who  arrived  on 
the  Isthmus  on  August  2.  1904,  returned  to  the  United  States  on  Sep- 
tember 7,  1904,  Colonel  Hecker  accompanying  them,  leaving  the 
undersigned  as  the  only  member  of  the  Commission  in  the  Zone, 
whose  outies,  including  those  of  chief  executive  of  the  government, 
embraced  a  certain  fiscal  responsibility  expressed  in  the  following 
quotation  from  the  resolution  of  the  Commission: 

Resolcedt  That  this  Commission  shall  authorize  and  appoint  one  of  its  members  to 
approve  voachers  for  payments  by  the  disbursing  officer  on  the  Isthmus  of  Panama, 
signing  as  a  member  of  the  Isthmian  Canal  Commission,  and  to  act  for  the  Commis- 
sion in  the  absence  of  a  quorum  of  the  Commission  on  the  Isthmus,  in  conferences 
with  the  Government  of  the  Republic  of  Panama  and  the  municipal  authorities  of 
the  cities  of  Panama  and  Colon,  Jbis  action  in  such  conferences  and  negotiations  to 
be  subject  to  approval  by  the  Commission,  and  that  Maj.  Gen.  George  W.  Davis  be 
authorized  and  appointed  to  act  as  such  member. 

Over  the  departments  of  engineering,  material  and  supplies^  and 
disbursements  the  undersigned  has  no  authority.  The  chiefs  of  these 
departments  report  in  all  matters  directly  to  the  chairman  of  the 
Commission  in  Washington.  D.  C.  In  reaching  a  decision  as  to 
whether  or  not  a  voucher  should  be  approved  or  disapproved,  the 
member  of  the  Commission  to  whom  this  duty  is  assigned  utilizes  such 
knowledge  concerning  the  business,  work,  or  services  represented  by 
the  expenditures  as  ne  can  obtain  by  observation  or  inquiry.  The 
correspondence  of  the  chiefs  of  these  departments  on  matters  outside 
of  the  Zone  government  being  direct  with  the  authorities  in  Washing- 
ton, D.  C,  the  member  of  the  Commission  required  to  approve 
vouchers  necessarily  has  but  a  partial  knowledge  of  facts  which 
should  be  known  to  him  before  exercising  so  important  a  function  as 
deciding  whether  or  not  an  account  should  be  paid. 

While  the  orders  give  the  chief  engineer  entire  independence  as 
respecting  the  resident  member  of  the  Commission,  he  is  reauired  to 
furnish  the  said  member  with  copies  of  his  reports  to  the  chairman. 
Up  to  the  present  time,  October  1,  no  such  reports  have  been  received, 
but  this  circumstance  is  perhaps  due  to  the  fact  that  Mr.  Wallace  has 
been  absent  from  the  Istnmus  since  the  14th  of  September  last. 

The  only  work  in  the  nature  of  original  investigation  initiated  by 
the  undersigned  while  he  was  in  charge  of  engineering  operations  on 
the  Isthmus  consisted  of  a  tentative  development  of  the  resources  for 
water  supply  of  the  upper  Rio  Grande,  the  thought  being  to  utilize 
the  reservoir  already  constructed  for  another  purpose  and  to  increase 
its  cajMkcity,  laying  water  pipes  from  it  to  the  city  of  Panama,  so  that 
that  city,  as  well  as  the  canal  headquarters  and  hospital  in  its  imnie- 
diate  vicinity  at  Ancon,  mi^ht  secure  a  supply  of  potable  water,  which 
it  was  contemplated  the  United  States  would  provide  for  Panama,  under 
the  terms  of  article  7  of  the  canal  treaty. 

Enough  data  to  show  that  this  source  of  supply  would  be  available 
and  probably  adequate  to  the  needs  was  collected*and  this  information 
was  nanded  to  the  chief  engineer  upon  his  arrival  on  the  Isthmus.  He 
has  adopted  the  idea  suggested  in  its  general  features  and  has  devel- 
oped a  working  plan,  which  has  been  adopted  by  the  Commission,  for 
a  system  of  water  supply  for  Panama. 
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LABOR. 

This  id  a  subject  which  is  going  to  present  many  difficulties  to  the 
CJommission,  and  a  solution  has  not  yet  oeen  reached.  The  total  num- 
ber of  employees  on  the  canal  work  on  the  Isthmus  on  September  30, 
was  as  follows: 


Engineering  department 

Material  and  supplies  department -. 

Accounts  and  disbursements 

Sanitanr  department 

Police  department 

Other  departments  of  the  Zone  government 

Since  September  30  the  numbers  have  been  increased  about  25  per 
cent,  which  would  make  at  the  present  time  a  total  force  of  employees  of 
about  3,600. 

A  good  deal  of  private  work  is  now  in  progress  on  the  Isthmus,  such 
as  house  construction,  and  all  the  mechanical  and  other  labor  that  is 
available  is  now  engaged.  The  engineering  department  needs  1,000 
men  at  the  present  time,  and  the  sanitary  department  about  300  more; 
but  they  are  not  obtainable.  On  account  or  the  dearth  of  labor,  and 
competition  between  the  railroad,  the  government,  and  private  em- 
ployers, the  prices  are  advancing.  The  general  chamcter  of  those 
arriving  and  seeking  employment  is  not  a  good  one  for  economical 
laboring  work.  Nearly  all  of  those  now  employed  are  negroes  and 
about  one-half  of  them  are  natives  of  the  West  Indies  £lands,  or 
foreigners,  principallv  Jamaicans. 

The  labor  is  not  efficient.  In  the  opinion  of  those  who  have  been 
employing  colored  and  white  labor  in  the  United  States,  the  wages 
paid  now  to  the  ordinarv  laborer,  amounting  to  $1.50  silver  a  day, 
are  really  higher  than  the  rates  prevailing  m  the  United  States  of 
$1.60  to  $2  gold.  The  total  number  of  laborers  employed  on  the 
•canal  at  the  time  of  the  greatest  activity  of  the  French  company  is 
said  to  have  been  about  15,000. 

It  is  hoped  by  the  chief  engineer  to  accomplish  a  great  deal  of  the 
work  of  excavating  the  canal  by  mechanical  means,  sp  the  number  of 
laborers  will  be  less  than  otherwise  would  be  the  case;  but,  neverthe- 
less, a  very  large  number  of  persons  of  the  ordinary  working  class 
must  be  engaged  for  service  upon  the  Isthmus  before  the  canal  work 
begins.  It  seems  as  if  it  will  be  necessary  to  obtain  them  under  some 
arrangement  of  a  contract  obligation.  To  bring  men  from  the  United 
States  at  a  great  expense,  and  then  have  them  immediately  take  their 
departure  l^cau^^e  tney  can  obtain  higher  wages  either  on  the  Isthmus 
or  by  going  to  the  gold  mines  or  to  South  American  States,  is  very 
poor  business.  It  will  be  impossible  to  make  any  rapid  progress,  even 
m  the  limited  work  that  is  now  going  on,  unless  a  larger  force  of 
laborers  can  be  obtained. 

It  is  useless  to  discuss  the  question  of  utilizing  the  white  race  for 
heavy  out-door  work  with  pick  and  shovel,  in  the  mud  and  rain,  on  the 
Isthmus;  no  one  has  ever  succeeded  in  obtaining  such  a  force  of  the 
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Caucasian  race.  Negroes  from  the  Southern  States  would  of  course  be 
available,  but  the  expediency  of  bringing  them  here  is  doubted,  for 
they  will  be  immediately  placed  in  competition  with  their  own  race  in 
the  vast  numbers  that  are  alreadv  here,  and  I  should  not  expect  that 
harmonious  relations  between  them  would  result;  especiallv  if  one 
was  paid  wages  tjurrent  in  the  United  States,  and  another  black  man 
on  the  Isthmus  was  paid  the  wages  current  on  the  Isthmus,  there  would 
be  constant  friction.  It  is  important  that  measures  be  taken  to  solve 
this  problem  as  soon  as  possible. 

The  above  covers  the  general  subjects  that  have  occupied  the  atten- 
tion of  the  member  of  the  Isthmian  Canal  Commission  who  has  been 
stationed  on  the  Isthmus  from  the  17th  of  May,  1904,  to  the  present 
time. 

There  is  one  branch  of  public  administration  the  handling  of  which 
has  presented  some  difficulty  and  has  involved  a  large  amount  of 
clerical  and  other  work.  I  refer  to  the  discussions  that  have  taken 
place  between  the  governor  of  the  Canal  Zone,  on  the  one  part,  and 
the  authorities  of  the  Republic  of  Panama,  on  the  other,  touching  the 
matters  of  customs  ports  and  revenues. 

As  this  subject  has  been  taken  up  in  a  diplomatic  way,  and  as  the 
incident  is  not  yet  closed,  a  special  report  on  this  branch  of  the  duties 
that  have  devolved  on  the  governor  is  herewith  submitted* 
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Extract  from  letter  from  Oeneral  Dcuvia  to  Chief  Engineer  WdU^ice. 

Ancon,  Isthmian  Canal  Zone,  May  ^,  1905. 
(Personal.) 
My  Dear  Mr  Wallace: 

•  ••*•*• 

May  3,  1905. 

P.  S. — The  foregoing  was  dictated  yesterday,  and  since  then  four 
other  cases  of  fever  have  been  diagnosed  as  "yellow  fever"  and  taken 
to  the  hospital.  Two  of  these  cases  are  light  and  will  cause  no  serious 
sickness.  The  case  which^  gives  the  piost  concern  now  is  that  of  Mr. 
West,  the  auditor,  who  has  been  sick  two  days,  and  in  respect  to  whom 
the  prospects  are  that  he  will  be  very  seriously  sick,  as  I  am  informed 
by  Colonel  Gorgas. 

^  How  the  infecting  of  the  Canal  building  has  been  accomplished  is 
not  easy  to  understand.  Of  course  a  larger  number  of  nonimmune 
people  are  emplo3'ed  in  that  building  than  in  any  other  in  the  city,  and 
it  is  a  wonder  to  me  how  it  is  that  we  have  not  had  many  cases  among 
those  employees  who  do  their  work  in  this  building  since  I  have  been 
here. 

An  examination  by  an  inspector  yesterday  disclosed  the  fact  that  in 
the  bowls  in  which  are  kept  the  moistening  brushes  for  letter-press 
books— eight  were  found  in  the  building — m  all  but  one  were  found 
the  larvse  of  mosquitoes.  There  was  only  half  a  gill  of  water  in  each 
bowl  and  only  a  narrow  slit  for  access  to  it.  I  am  having  the 
screens  all  carefully  examined,  and  an  inspector  will  critically  watch 
and  examine  everything  in  the  building  that  could  furnish  a  harbor 
for  mosquitoes.  AH  the  screen  doors  on  the  balconies  will  have  looks 
placed  on  them  and  the  key  for  each  placed  in  the  hands  of  a  desig- 
nated individual,  who  will  be  held  responsible  to  see  that  the  doors  are 
always  shut. 

The  trouble  over  the  Jamaicans  working  in  Panama  under  Mr.  C.  E. 
Davis,  which  occurred  three  or  four  davs  ago,  originated  in  a  scold 
and  complaint  about  food,  for,  as  you  know,  these  men  were  hired, 
were  contracted  for,  to  be  paid  and  fed  by  the  Panama  Railroad.  I 
called  upon  Mr.  Prescott  for  an  v  information  he  could  give  me  con- 
cerning the  status  of  the  affair  with  regard  to  these  men  and  the  feeding 
contract,  and  he  says  that  the  feeding  was  done  by  the  same  contractor 
who  had  been  for  some  time  past  doing  this  same  kind  of  work  for 
other  gangs  of  men  working  for  the  railroad;  that  the  price  paid  for 
board  was  70  cents  (silver)  per  day  per  man. 

Mr.  Claude  Mallet  (British  consul),  who  was  complained  to  in  regard 
to  the  treatment  of  these  Jamaicans,  told  me  that  he  went  to  the  barraks 
and  examined  the  food  which  he  saw  served,  and  he  was  quite  satisfied 
that  what  was  being  given  to  the  men  was  entirely  suitable  and  abundant 
in  quantity;  but  since  then  he  has  written  to  me  o6Scially,  saying  that 
complaints  have  since  been  made  which  indicate  that  the  food  served 
is  not  what  it  should  be. 

I  have  given  Captain  Shanton  directions  to  have  all  meals  set  out  for 
these  men  examined  daily — morning,  noon,  and  night — and  a  record 
kept  of  what  was  served,  what  complaint  may  have  Deen  heard  by  the 
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inspector,  and  what  basis,  if  any,  there  was.  In  this  way  I  expect  to 
be  able  to  collect  some  data  on  the  subject.  I  realize  that,  strictly 
speaking,  it  is  none  of  my  business,  but  as  I  feel  anxious  that  the  work 
snail  be  pushed  along  without  any  hindrance  or  delay,  and  to  haye  pos- 
sible causes  for  complaint  removed,  and  as  the  situation  respecting  the 
feeding  of  these  laborers  is  very  serious,  and  as  the  chief  of  police, 
under  my  orders^  is  available  to  make  tnis  inyestigation,  it  seems  to 
me  desirable  to  collect  the  data;  and  this  I  am  having  done. 

The  attack  upon  the  laborers  by  the  Panama  police  resulted  from  an 
appeal  or  a  request  made  to  the  Panama  police  by  Mr.  Barril,  who  saw 
that  there  was  likely  to  be  trouble,  the  men  having  refused  to  go  to 
work  because  it  was  claimed  that  they  were  insufficiently  or  unsuitably 
fed.  Mr.  Barril  asked  the  police  to  compel  them  to  go  to  work,  and 
it  was  complying  with  this  very  improper  request  that  brought  about 
the  first  clasn.  I  learn  that  toe  first  blow  struck  was  probably  by  a 
Jamaican  throwing  a  piece  of  broken  stone  at  a  policeman.  Then  there 
was  a  general  sort  of  a  mel^e,  and  three  policemen  were  injured,  the 
policemen  using  their  guns  and  bayonets  as  one  would  use  a  club. 
Several  of  the  injured  flamaicans  at  the  Chiriqui  Barracks  went  over 
to  the  administration  building,  together  with  a  considerable  crowd, 
and  there  Captain  Shanton  saw  them,  and  he  went  to  the  place  where 
they  were  congregated — about  75  to  100  in  number — several  of  them 
cut  and  bleeding,  and  these  he  lined  up  separately,  so  as  to  keep  them 
out  of  the  other  crowd,  intending  to  sena  for  an  ambulance  to  take 
them  to  the  hospital,  but  just  at  this  time  a  cordon  of  about  30  Panama 
police  came  down  at  double  time  from  the  police  station  and  halted  in 
front  of  the  canal  building. 

Captain  Shanton  called  out  to  them  in  Spanish  to  wait,  and  pointing 
to  these  men,  said:  ''These  are  wounded  men."  One  of  these  men 
started  to  move  away  from  where  he  was  standing,  whereupon  the 
lieutenant  of  the  police  squad  drew  his  sword  and  struck  a  very  severe 
blow  at  the  Jamaican,  knocking  him  down  and  cutting  him  badly. 
Then  the  whole  thirty  men,  with  their  guns  and  bayonets,  proceeded 
to  rush  at  these  men,  who  were  waiting  at  the  canal  building  and  who 
certainly  had  in  no  way  committed  any  violation  of  the  peace  or  done 
anything  that  should  have  subjected  them  to  an  assault.  The  Jamai- 
cans broke  and  ran  in  all  directions,  pursued  by  the  Dolice;  but  so 
general  was  the  apparent  purpose  of  the  police  to  assau  the  negroes 
that  wherever  any  were  found  at  work  in  the  trenches — whether  they 
were  half  a  mile  away  from  the  canal  building  or  at  the  Chiriqui 
Barracks — ^they  were  set  upon  and  pounded,  crushed,  and  bruised  by 
the  police. 

Mr.  Mallet,  the  British  consul,  told  me  that  he  knew  for  certain  that 
beyond  the  Caledonia  Railroad  station  some  of  the  Jamaicans,  who  did 
not  even  know  that  there  was  a  row,  were  set  upon  by  the  police. 
Mr.  Mallettis  naturally  indignant,  and  has  made  a  representation,  as  I 
understand,  to  the  Panama  Government.  Mr.  John  Barrett,  our  min- 
ister, who  also  saw  what  Captain  Shanton  saw,  made  a  similar  repre- 
sentation to  the  Panama  Government.  I  was  in  my  house  on  that  aay, 
by  order  of  the  doctor,  and  not  allowed  to  leave  it,  so  that  my  knowl- 
edge is  derived  only  from  hearsay. 

I  directed  Captain  Shanton  to  make  a  report  to  me  of  what  he  saw, 
and  1  sent  his  report  to  the  Panama  Government  on  the  following  day, 
with  a  statement  to  the  effect  that  1  purposed  to  forward  to  the  Gov- 
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eminent  in  Washington  a  report  of  the  occurrence,  and  that  if  they 
should  deem  it  fit  to  inform  me  as  to  any  action,  or  proposed  action,  of 
the  Panama  Government,  I  should  be  glad  to  forward  the  same  to  Wash- 
ington; but  1  had  no  reply  from  the  minister  for  foreign  affairs,  and 
I  have  not  been  able  to  ascertain  to-day  from  Mr.  Barrett  whether  he 
has  received  any  response  from  the  Panama  Government. 

The  original  fault  was  due  to  Mr.  Barril's  request  of  the  police  of 
Panama  to  drive  these  Jamaicans  to  work.  I  suppose  that  some  of  our 
foremen  are  free  and  unlicensed  in  the  use  of  language  towaixl  these 
Jamaicans,  just  as  I  have  seen  American  foremen  in  the  United  States 
use  with  respect  to  negroes,  to  Italians,  and  to  Chinese  that  is,  such 
people,  including  all  Latin- Americans,  Filipinos,  Malays,  and  Sand- 
wich Islanders;  in  fact,  everybody  of  a  dark  skin.  According  to  the 
ideas  of  some  of  our  tougher  class  of  Americans,  among  whom  I  fear 
are  a  good  many  of  our  foremen  and  overseers  on  the  Isthmus,  all 
such  people  are  designated  as  "niggers."  Thev  thus  refer  to  them, 
usually  with  prefixes  of  oaths  and  obscenity.  Tuese  words  are  let  drop 
in  the  presence  of  men  who  are  not  accustomed  to  it,  and  they  natur- 
ally resent  it,  and  as  a  result  a  great  deal  of  bickering  and  hard  feeling 
grows  up  between  the  Jamaican  laborers  and  the  American  foremen. 

I  have  done  all  I  could  in  every  way  by  the  exercise  of  moral  pcr- 
suasion^  and  by  prosection  in  tne  case  of  those  who  violate  the  law: 
but  it  IS  very  little  that  one  can  accomplish  in  the  face  of  a  set 
determination  of  the  low-class  Americans  to  generally  illtreat  these 
negroes.  I  think  that  part  of  this  trouble  has  grown  out  of  that  state 
of  affairs,  and  I  think  it  is  likely  to  continue  until  we  have  a  class  of 
men  here  who  will  be  more  careful  in  the  use  of  language,  and  who 
will  treat  any  man  who  behaves  himself  as  a  man. 

In  talking  about  this  plan  of  feeding  laborers  by  contract,  Mr. 
Mallett  remarked  that  in  his  experience  among  West  Indian  negroes 
it  was  a  very  bad  plan,  indeed — that  is,  to  make  a  contract  for  feeding 
these  men — because,  he  says,  it  is  one  unending  source  of  complaint. 
One  man  does  not  like  rice,  another  does  not  like  beans,  another  does 
not  like  plantains,  and  another  does  not  like  potatoes,  and  they  all 
scold  and  find  fault  and  grow  sulky  over  it  and  make  all  sorts  of 
trouble.  He  says  that  in  his  judgment  it  is  far  better  not  to  attempt 
to  feed  these  people. 

I  reminded  him  of  the  conditions  that  exist  here,  stating  that  it  was 
absolutely  necessary  that  we  should  feed  these  men  where  we  bring' 
them  to  the  Isthmus  the  way  we  do  and  where  they  have  no  perma- 
nent  homes.  He  said  that  he,  of  course,  realized  that  special  condi- 
tions might  make  it  necessary,  but  he  says  that  it  is  better  in  the  long 
run  to  pay  them  their  wages  and  let  them  feed  themselves. 

I  inclose  herewith,  from  the  Star  and  Herald  of  this  morning  (May 
3),  a  clipping  which  gives  a  fair  notion,  I  think,  of  what  is  in  the  minds 
of  the  Panama  people  on  this  general  subject  about  which  I  have  been 
writing  to  you.     I  inclose  also  some  letters  from  a  couple  of  Jamaicans. 

I  am  wnting  this  long  letter  to  you  instead  of  to  Mr.  Shonts  for  the 
reason  that  you,  personally,  know  the  condition  of  affairs  here  while 
Mr.  Shonts  does  not,  but  I  feel  sure  that  you  will  bring  to  the 
attention  of  the  chairman  everything  I  write  to  you  that  will  be  of 
interest  to  him. 
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Copy  of  proclaraation  siihaltted  hy  General  Davis, 

Isthmian  Canal  Zone,  Pana>ia, 

Office  of  the  Governor, 

OuJ^ra,  May  19,  190^. 
To  the  Inhahitants  of  the  Isthmian  Canal  Zime: 

In  pursuance  of  the  terms  of  the  canal  convention  between  the 
United  States  and  the  Republic  of  Panama,  the  ratifications  of  which 
were  exchanged  on  the  26th  day  of  February,  1904,  the  Republic  of 
Panama  granted  to  the  United  States,  on  the  Isthmus  of  Panama,  the 
perpetual  use,  occupation,  and  control*  of  a  certain  zone  of  land  10 
miles  in  width,  and  land  under  water,  including  the  islands  within  said 
zone  and  also  the  islands  of  Perico,  Naos,  Culebra,  and  Flamenco,  situ- 
ated in  the  Bay  of  Panama,  and  the  use,  occupation,  and  control  of 
certain  other  lands  and  waters  outside  said  zone,  which  may  be  found 
to  be  necessary  and  convenient,  all  to  be  utilized  for  and  in  connection 
with  the  construction,  maintenance,  operation,  sanitation,  and  protec- 
tion of  the  ship  canal  which  the  United  States  is  to  construct,  and 
which  will  extend  from  the  Caribbean  Sea,  near  Colon,  to  the  Pacific 
Ocean,  near  the  city  of  Panama. 

In  addition  to  the  perpetual  use,  occupation,  and  control  of  the  lands 
and  waters  referred  to,  the  Republic  of  Panama  has  also  granted  to  the 
United  States  all  the  rights,  powers,  and  authority  within  said  zone, 
auxiliary  canals,  islands,  and  lands  under  water,  which  the  United  States 
would  possess  and  exercise  if  it  were  the  sovereign  of  the  territory 
granted,  to  the  entire  exclusion  of  the  exercise  by  the  Republic  of 
Panama  of  any  such  sovereign  rights,  power,  and  authorit3% 

The  Canal  Zone  and  all  the  real  and  movable  property  situated 
within  it  that  formerly  belonged  to  the  New  Panama  Canal  Company 
have  been  purchased  and  taken  possession  of  and  are  now  occupied  or 
controlled  by  or  on  behalf  of  the  United  States  of  America. 

For  the  maintenance  of  order  within  the  territory  above  described, 
the  use,  occupation,  and  control  of  which  have  been  granted  to  the 
United  Suites,  and  in  order  that  the  inhabitants  may  be  protected  in  the 
full  enjoyment  of  their  liberty,  property,  and  religion  the  President 
of  the  United  States  has  been  empowered  by  the  Congress  to  establish 
a  temporary  government  for  the  Canal  Zone,  to  which  end  he  has  been 
authorized  to  delegate  to  such  person  or  persons  as  he  may  designate, 
and  to  control  the  manner  of  their  exercise,  all  the  military,  civu,  and 
judicial  powers  and  authority  granted  to  the  United  States  b}^  the 
Republic  of  Panama,  as  well  as  the  power  to  make  all  needful  rules 
ana  regulations. 

Witn  respect  to  the  government  and  administration  of  the  Canal 
Zone,  the  President  has  delegated  to  the  undersigned,  as  governor  of 
the  Zone,  all  necessary  executive  and  administrative  attributes,  with 
power  to  appoint  the  officials  and  organize  the  police  force  necessary 
to  preserve  order  and  to  carry  out  the  purposes  of  government  on  the 
Isthmus.  The  power  to  make  rules  and  regulations — in  short,  all  mat- 
ters of  legislation  for  the  Zone  and  its  inhabitants— have  been  dele- 
gated to  the  members  of  the  Isthmian  Canal  Commission,  of  whom  four 
constitute  a  quorum  for  legislative  purposes,  but  it  is  provided  that  the 
governor  of  the  Zone  and  the  Legislative  Commission  shall  exercise 
F  c — VOL  3— OC 36 


2504  INVESTIGATION    OP   PANAMA   CANAL   MATTERS. 

their  powers  and  authority  arid  cany  on  their  work  always  under  the 
supervision  and  direction  of  the  Secretary  of  War. 

The  President  has  ordered  that  the  laws  of  the  land  which  were  in 
force  on  the  26th  of  February,  1904,'  shall  continue  in  force  in  all 
places  on  the  Isthmus  of  Panama  over  which  the  United  States  has 
jurisdiction,  until  said  laws  are  altered  or  annulled  by  the  Canal  Com- 
mission, and  the  people  are  entitled  to  security  in  their  persons,  prop- 
erty, and  religion,  and  in  all  their  private  rights  and  relations.  They 
will  be  disturbed  as  little  as  possible  in  their  customs  and  avocations 
that  are  in  harmony  with  the  principles  of  well-ordered  and  decent  liv- 
ing, but  there  are  certain  great  piynciples  of  government  that  have 
been  made  the  basis  of  our  existence  as  a  nation  which  are  deemed 
essential  to  the  rule  of  law  and  the  maintenance  of  order,  and  will 
have  force  within  the  Canal  Zone  and  within  other  lands  on  the  Isth- 
mus that  are  controlled  by  the  United  States.  The  principles  referred 
to  may  be  generally  stated  as  follows: 

That  no  person  shall  be  deprived  of  life,  libertv,  or  property  with- 
out due  process  of  law;  that  private  property  sliall  not  be  taken  for 
public  use  without  just  compensation;  that  in  all  criminal  prosecutions 
the  accused  shall  enjoj-  the  right  of  a  speedy  and  public  trial,  to  l^e 
informed  of  the  nature  and  cause  of  the  accusation,  to  be  confronted 
with  the  witnesses  against  him,  to  have  compulsory  process  for  obtain- 
ing witnesses  in  his  favor,  and  to  have  the  assistance  of  counsel  in  hi?? 
defence;  that  excessive  bail  shall  not  be  required  nor  excessive  tines 
imposed,  nor  ci'uel  or  unusual  punishment  inflicted;  that  no  person 
shall  be  put  twice  in  jeopardy  for  the  same  offence,  or  be  compelled  in 
any  criminal  case  to  be  a  witness  against  himself;  that  the  right  to  be 
secure  against  unreasonable  searches  and  seizures  shall  not  be  violated: 
that  neither  slavery  nor  involuntary  servitude  shall  exist,  except  as  a 
punishment  for  crime;  that  no  bill  of  attainder  or  ex-post  facto  law 
shall  be  passed;  that  no  law  shall  be  passed  abridging  the  freedom  of 
speech  or  of  the  press,  or  of  the  rights  of  the  people  to  peaceably 
assemble  and  petition  the  government  for  a  redress  of  grievances: 
that  no  law  shall  be  made  respecting  the  establishment  of  religion,  or 
prohibiting  the  free  exercise  thereof. 

Provided^  hmrever^  That  the  Commission  shall  have  power  to  exclude 
from  time  to  time  from  the  Canal  Zone  and  other  places  on  the  Isth- 
mus over  which  the  United  States  has  jurisdiction  persons  of  the  fol- 
lowing classes  who  were  not  actually  domiciled  within  the  Zone  on  the 
26th  of  February,  1904,  viz,  idiots,  the  insane,  epileptics,  paupers, 
criminals,  professional  beggars,  persons  afflicted  witn  loathsome  or 
dangerous  contagious  diseases,  tnose  who  have  been  convicted  of 
felony,  anarchists,  those  whose  purpose  it  is  to  incite  insurrection,  and 
others  whose  presence  it  is  believea  by  the  Commission  would  tend  to 
create  public  disorder,  endanger  the  public  health,  or  in  any  manner 
impede  the  prosecution  of  the  work  of  opening  the  canal;  and  may 
cause  any  and  all  such  newly  arrived  perj^ons,  or  those  of  the  same 
classes  alien  to  the  Zone,  to  be  expelled  and  deported  from  the  terri- 
tory controlled  by  the  United  States,  and  the  Commission  may  defray 
from  the  canal  appropriation  the  cost  of  such  deportation,  ai?  necessary 
expenses  of  the  sanitation,  the  police  protection  of  the  canal  route, 
and  the  preservation  of  good  order  among  the  inhabitants. 

The  President  has  further  directed  notificiition  to  the  inhabitant^i  of 
the  Canal  Zone  that  the  establishment  and  maintenance  of  lotteries  and 
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the  holding  of  lottery  drawings,  or  sale  of  lottery  tickets,  or  the  con- 
duct of  gambling  methods  and  devices  of  a  character  that  is  prohibited 
by  the  laws  of  the  United  States,  are  to  be  strictly  forbidden  by  the 
Canal  Commission,  within  the  Canal  Zone,  and  that  any  violation  of 
the  law  respecting  lotteries  and  gambling,  to  be  enacted,  will  subject 
the  offender  to  severe  punishment. 

The  municipal  laws  of  the  Canal  Zone  are  to  be  administered  by  the 
ordinary  tribunals  substantially  as  they  were  before  the  change  of 

(government.  Alcalde^,  comisarios  de  barrios,  and  other  persons  in 
awful  discharge  of  official  duties  in  the  Zone  that  are  in  harmony  with 
the  principles  of  government  herein  set  forth  will  be  continued  in 
office  for  the  present.  A  judge  of  a  superior  court  will  soon  be 
appointed,  and  as  soon  as  practicable  the  limits  of  the  Zone  will  be 
dehned. 

The  following  announcements  are  made  of  heads  of  departments  in 
the  government  of  the  Zone: 

Secretary,  Mr.  Ernest  Lagarde,  jr. 

Treasurer,  Pa}' master  E.  C.  Tobey,  United  States  Nav3\ 

Captain  of  police,  Mr.  G.  R.  Shanton. 

Sanitary  officer,  Dr.  L.  W.  Spratling,  U.  S.  Nav3^ 

Geo.  W.  Davis,  G(/rem&r, 


Supplenientartj  wriitetv state tnent  of  WllUain  IL  Burr^  esq. 

280  Broadway,  New  York,  March  29,  1906. 

Dear  Sir:  On  reading  over  my  testimony,  given  before  your  com- 
mittee, 1  find  a  few  points  on  which  I  should  like  the  privilege  of 
extending  the  observations  which  I  have  already-  made,  if  such  a  privi- 
lege is  consistent  with  the  procedures  of  your  committee. 

In  my  testimony  concerning  the  proposed  Gamboa  dam,  whether  it 
be  made  of  all  concrete  masonry  or  of  a  heavy  concrete  masonry  core 
in  a  great  earth  embankment,  the  height  of  such  masonr}'^  from  bed 
rock  50  feet  below  the  bed  of  the  river  to  the  highest  water  surface  of 
the  lake  would  be  170  feet.  In  anj^  event  the  construction  of  this  dam 
involves  no  procedure  other  than  that  which  has  commonly  been  used 
heretofore. 

Nor  is  this  total  height  of  masonry  nearly  as  great  as  is  found  in 
some  existing  masonry  dams.  One  instance  only  need  be  cited  in  this 
connection.  The  masonry  dam  recently  completed  at  the  new  Croton 
reservoir  of  the  water-supply  system  of  the  city  of  New  York  has  a 
total  maximum  height  from  the  bed  rock  on  which  it  stands  to  the 
highest  water  surface  of  241  feet.  This  height  is  71  feet  in  excess  of 
that  proposed  at  Gamboa. 

In  discussing  the  relative  costs  of  the  sea-level  and  lock  type  of 
canal  I  did  not  give  the  interest  charges  during  construction  because 
it  is  such  a  simple  and  ordinary  procedure:  but  I  should  perhaps  have 
stated  that  an}-  computation  of  interest  charges  for  a  period  of  con- 
struction of  the  sea-level  canal  longer  than  twelve  or  thirteen  vears  is 
without  any  real  foundation. 

As  has  been  shown,  and  as  is  indicated  in  the  majority"  report,  the 
simple  character  of  work — i.  e. ,  excavation  and  transportation — required 
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in  the  construction  of  that  plan  will  enable  the  estimated  time  of 
completion  to  be  shortened  rather  than  lengthened,  whereas  in  the 
lock  plan  the  complicated  character  of  the  construction  of  the  six 
locks  and  other  masonry  works  would  be  likel}'^  to  extend  the  time 
required  for  construction  be^^ond  that  estimated. 

In  reading  testimonj^  given  subsequent  to  mine  I  find  some  of  my 
observations  relating  to  the  transformation  of  a  lock  canal  to  a  sea- 
level  canal  misunderstood.  I  stated  that  it  was  the  opinion  of  the 
board,  both  majority  and  minority,  that  if  the  recommended  lock  plan 
should  be  adopted  the  cost  and  time  required  for  the  transformation  of 
that  particular  lock  canal  to  a  sea-level  canal  would  be  so  great  as 
practically  to  preclude  the  procedure  for  an  indefinite  future  period. 
In  other  words,  the  difficulties  and  cost  of  that  particular  transforma- 
tion would  be  so  great  as  to  make  it  practically  not  feasible. 

I  stated  specifically  that  the  best  lock  plan,  in  view  of  future  trans- 
foi*mation  to  a  sea-level  plan,  would  be  found  by  carrying  the  sea-level 
portion  on  the  Caribbean-  end  nearly  or  quite  to  Obispo,  and  on  the 
Pacific  end  to  Miraflores,  with  the  lock  portion  between  these  two  points. 
That  plan  would  be  far  more  easily  transformable  to  a  sea-level  plan 
than  that  i-ecommended,  and  the  operation  of  transformation  would 
involve  a  minimum  of  waste.  For  the  reasons  extensivel}'  given  in 
the  majority  report  and  in  the  testimon}',  I  believe,  however,  that  it 
would  be  far  better  in  every  way  to  construct  the  sea-level  plan  at 
once. 

My  testimony  regarding  the  silting  of  the  channel  of  the  lock  plan 
in  the  upper  reaches  of  Gatun  Lake  between  Tavernilla  and  Obispo 
has  been  questioned.  The  concentration  of  the  current  in  such  a 
submerged  channel  as  that  between  Alhauiela  and  Tavernilla,  with 
such  depths  of  water  over  the  original  banks  as  would  exist  in  Gatun 
Lake,  is  precisely  what  is  observed  with  any  submerged  river  bottom 
similarly  flooded  in  this  country.    It  is  a  common  h vdraulic  observation. 

The  assumption  that  the  water  moves  uniform!}-  across  such  a  sub- 
merged valley  and  its  use  in  computations  of  velocity  of  water  under 
such  conditions  indicates  a  gross  lack  of  familiarity  with  this  particular 
class  of  river  hydraulics,  as  it  is  directly  at  variance  with  the  results 
of  natural  observation.  The  first  Istfimian  Canal  Commission  of 
1899-1901  recognized  the  inevitable  silting  of  this  submerged  channel 
with  precisely  the  same  elevation  of  water  surface,  and  stated  on  pa^e 
63  of  its  report  that  a  velocity  of  5  feet  per  second  might  be  reached 
during  floods  in  the  narrowest  part  of  the  lake. 

The  streams  located  between  Gamboa  and  Bohio,  draining  a  terri- 
tory from  100  to  150  square  miles,  and  for  which  provision  has  not 
been  made  for  taking  their  waters  entirely  away  from  the  canal  prism^ 
are  all  so  small  that  it  is  difficult  to  make  any  definite  estimate  of  even 
their  flood  discharges.  This  amount  has  been  estimated  by  the  minor- 
ity as  high  as  29,000  cubic  feet  per  second  by  taking  it  at  one-fifth  of 
the  supposed  discharge  of  the  great  flood  of  1879.  It  should  be  borne 
in  mind  at  the  outset  that  there  is  not  only  no  record  of  any  such  flood 
volume  as  140,000  cubic  feet  per  second  at  Bohio,  but  there  is  no  relia- 
ble estimate  of  such  a  flood. 

The  most  reasonable  estimate  from  indirect  evidence  is  that  of  Gen- 
eral Abbott  of  only  112,000  cubic  feet  per  second,  which  would  make 
the  maximum  estimated  flood  flow  of  the  small  streams  in  question,^  if 
all  were  in  flood  concurrently,  22,000  cubic  feet  instead  of  29^000. 
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This  freshet  flow  of  a  large  number  of  very  small  streams  is,  however, 
a  diffused  flow  from  a  drainage  area  a  large  portion  of  which  is  of  such 
a  character  as  to  prevent  a  quick  discharge.  Furthermore,  the  dif- 
fusion of  a  flood  flow  into  a  great  number  of  small  streams,  most  of 
them  so  small  as  to  be  dry  in  the  dry  season,  will  practically  destroy 
the  eroding  power  of  any  floods  that  may  occur  in  them,  thus  reducing 
to  almost  insignificant  volume  the  silt  brought  down  by  them  in  com- 
parison with  the  erosion  which  would  he  produced  by  concentrating 
the  total  discharge  into  two  or  three  streams  of  greater  magnitude. 
The  sedimentation  basins,  therefore,  provided  in  the  sea-level  plan 
between  Gamboa  and  Bohio,  are  abundantly  ample  to  receive  and 
retain  practically  all  the  silt  brought  down  by  the  rivulets  in  question. 

In  my  testimony  I  cited  the  case  of  the  flow  of  water  from  a  small 
underground  channel  at  a  depth  of  about  125  feet  below  the  river  sur- 
face above  it  through  a  bormg  made  in  the  Hudson  River  near  New 
Hamburg,  N.  Y.,  in  the  course  of  investigations  for  the  additional  water 
supply  of  New  York  City.  As  it  was  mtimated  in  subsequent  testi- 
mony that  this  flow  was  found  in  a  boring  through  rock,  it  is  well  to 
state  the  fact  that  this  water  was  found  beneath  a  thick  bed  of  clear 
clay  a  few  feet  above  the  bed  rock.  The  water  as  it  flowed  up  through 
the  boring  pipe  made  a  fountain  or  jet  with  the  water  rising  15  or  20 
feet  above  the  river  surface.  It  was  a  clear  case  of  a  small  under- 
ground flow  under  pressure  between  two  strata  of  different  quality  or 
texture. 

In  case  of  more  or  less  permeable  strata  of  varying  quality  over- 
lying each  other,  a  comparativelv  large  amount  of  seepage  or  flow  is 
liable  to  take  place  along  surfaces  of  separation  where  the  texture 
changes  from  one  cj^uality  to  another.  This  is  so  well  recognized  in 
the  making  of  artihcial  filter  beds  for  public  water  supplies  that  the 
greatest  care  is  taken  to  avoid  an}^  sudden  change  of  texture  at  any 
point  in  the  filtering  mass,  because  it  has  been  observed  that  the  water 
IS  almost  certain  to  find  its  way  in  small  thin  channels  wherever  such 
a  break  or  sudden  change  of  texture  occurs.  The  formulae  for  the 
computation  of  flow  through  clear  selected  sand  neglects  absolutely 
any  such  feature  as  this  change  of  texture  where  the  freest  flow  takes 
place,  and  thev  are  consequenth'  entirely  inapplicable  to  such  condi- 
tions. As  sucb  conditions  are  freely  found  in  the  subsurface  material 
at  the  Gatun  dam  site,  as  disclosed  by  the  borings,  it  is  obvious  that 
any  computations  of  the  volume  of  seepage  based  upon  neglect  of  the 
conditions  found  there  aiding  the  flow  must  be  wholly  erroneous. 

Much  has  been  made  in  the  minority  report  and  elsewhere  of  the 
alleged  necessity  for  tying  up  ships  in  order  to  pass  each  other  when 
meeting  in  a  sea-level  canal  of  the  dimensions  recommended  by  the 
majority.  It  is  to  be  remembered,  as  stated  in  ni}^  answer  to  one  of 
Senator  Morgan's  questions,  that  the  entire  sea-level  prism,  as  recom- 
mended, is  a  continuous  passing  place  for  ships.  That  part  of  the 
prism  which  has  a  bottom  width  of  150  feet  is  everywhere  wider  than 
the  passing  places  in  the  Suez  Canal,  which  have  a  bottom  width  of 
147  leet  6  inches.  In  the  8  miles  through  the  Culebra  Cut  the  bottom 
width  is  200  feet,  with  sides  practically  vertical,  affording  a  much 
increased  width  of  channel  for  passing  purposes.  Under  these  condi- 
tions few,  if  any,  ships  short  of  550  feet  m  length  and  55  to  60  feet 
beam  would  have  to  be  tied  up  to  pass  each  other  anywhere  in  the 
canal.     Ships  nearly  or  quite  up  to  those  dimensions  would  pass  each 
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Other  by  slowing  their  speed  and  still  smaller  ships  at  their  regular 
speed. 

As  the  great  bulk  of  canal  traffic  will  be  carried  in  vessels  of  less 
tonnage  than  those  cited  above  for  probably  a  considerable  number  of 
years,  it  will  readily  be  seen  that  there  can  exist  but  little  delay  to 
any  part  of  the  canal  traffic  due  to  the  tying  up  of  the  largest  sliips. 
Any  time  of  passage  of  a  ship  through  the  sea-level  canal,  therefore, 
computed  on  the  assumption  tnat  ships  must  always  or  generally  be  tied 
up  whenever  they  meet  and  pass,  as  is  done  in  the  minority  report,  will 
give  results  entirely  erroneous.  As  a  matter  of  fact,  as  is  demonstrated 
bv  traffic  upon  existing  maritime  canals  in  Europe,  such  as  the  Man- 
chester and  the  Suez,  the  majority  of  vessels  seeking  the  canal,  i.  e., 
except  those  of  the  largest  dimensions,  may  pass  each  other,  either  at 
speed  or  by  slowing  up,  but  without  tying  up  at  meeting  places  or 
anywhere  else. 

It  has  been  suggested  in  the  minority  report  and  in  the  testimony 
before  the  Senate  committee,  that  in  the  lock  plan  its  capacity  might 
be  increased  or  that  facility  of  passage  through  it  might  be  enhanced 
by  fleet  lockages,  i.  e.,  by  taking  two  or  more  vessels  of  suitable  size 
into  one  lock.  While  it  is  true  that  the  matter  of  fleet  lockage  may 
be  advantageously  resorted  to  when  a  single  lock  only  exists,  as  at  the 
Boo,  the  time  of  lockage  even  there  is  greatly  extended  by  the  time 
required  to  properly  place  the  two  or  more  vessels  brought  into  the 
lock  at  the  name  time  with  sufficient  closeness  without  injuring  each 
other,  either  when  brought  in  or  during  the  emptying  or  filling  of  locks. 

When,  on  the  other  hand,  there  is  a  series  of  locks  of  either  two  or 
three  in  flight,  thp  operation  of  moving  a  number  of  ships  from  one 
lock  into  the  next  one  below  or  above  must  be  made  with  extreme 
caution  and  very  slowly,  in  consequence  of  the  increased  danger  of 
injuring  both  ships  and  gates.  No  reliable  computations  can  be  made 
as  to  tne  greatly  extended  time  required  to  pass  the  triple  locks  in 
flight  at  Gatun  or  the  double  locks  in  flight  at  Sosa  Hill  in  case  it 
should  be  considered  prudent  to  attempt  fleet  lockages,  as  it  would 
depend  uppn  the  number  and  size  of  ships  admitted  into  a  lock.  The 
requisite  time,  however,  would  be  extended  much  more  than  in  pro- 
portion to  the  number  of  ships  being  locked,  as  would  also  the  danger 
with  which  both  vessels  and  structure  would  be  threatened.  Indeed, 
it  would  become  a  grave  question  whether  this  system  of  lockage 
could  be  permitted  for  any  vessels  whatever  in  such  a  flight  of  locks, 
except  possibly  for  those  of  the  smallest  tonnage. 

In  connection  with  my  testimon^'^  concerning  the  advisability^  of 
shutting  off"  undergrounci  seepage  through  porous  strata  under  an 
earth  dam,  I  would  like  to  mention  the  fact  that  the  Charles  River 
dam  now  being  built  at  Boston  is  an  earth  dam.  The  maximum 
unbalanced  head  of  water  which  it  will  have  to  retain  is  that  due  to 
the  tidal  range  only  in  Boston  Harbor.  The  plans  for  that  structure, 
which  I  have  before  me  as  I  write,  show"  that  a  line  of  close  sheet  pil- 
ing, called  a  shut-otf  dam,  is  driven  along  that  part  of  it  resting  on 
substratii  of  sand  and  gravel,  so  as  to  preclude  any  possibility  of  seep- 
age under  the  dam  itself.  Mr.  F.  P.  Stearns,  a  member  of  the  minor- 
ity of  the  (Consulting  Board,  is  the  consulting  engineer  for  this  con- 
struction. 

The  general  principle  recognized  in  placing  this  sheet  piling  sub- 
surface cut-off  in  the  Charles  Kiver  dam  is  that  which  almost  or  quite 
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universally  governs  the  construction  of  great  earth  dams  at  the  pres- 
ent time,  by  either  placing  them  upon  absolutely  impervious  material 
or  carrjung  a  curtain  construction  of  some  kind,  such  as  a  masonry 
core,  a  clay  core,  a  line  of  close  sheet  piling,  or  some  other  device  of 
that  character,  down  through  the  permeable  strata  to  bed  rock  or  its 
equivalent,  so  that  all  subsurface  seepage  or  undeiilow  can  be  effec- 
tively prevented. 
I  trust  this  letter  can  be  admitted  as  a  part  of  my  testimony. 
Very  respectfullv, 

Wm.  H.  Burr. 
Hon.  J.  H.  Millard, 

Chainnan  Committee  tm  Interoceanic  Canals^ 

United  States  Senate, 


Writteii  statement  of  B.  M,  Ilarrod^  esq. 

The  lake  idea  is  logicalh'^  connected  with  a  lock  canal.  A  lock  canal 
is  not  built  for  the  sake  of  the  locks.  They,  per  se,  are  objectionable, 
unless  they  provide  compensating  advantages  in  the  lakes  they  form. 
The  lock-canal  advocates  had  in  this  case  the  opportunity  of  develop- 
ing the  lake  idea,  or  an  unobstructed  navigation  to  the  greatest  extent, 
so  as  to  present  for  29  out  of  the  41  miles  between  the  shore  lines  of  the 
Isthmus  a  channel,  ideal  in  width  and  depth,  practically  equal  to  navi- 

fation  in  the  open  sea.  On  the  other  nand,  the  sea-level  advocates 
ave  been  forced  by  circumstances  connected  with  time  and  money  to 
reduce  their  channel  throughout  to  the  least  possible  dimensions — in  fact, 
to  dimensions  which  do  not  comply  with  the  strict  injunctions  of  the 
act  of  Congress. 

The  sea-level  canal,  as  designed,  will  not  ''afford  convenient  passage 
for  vessels  of  the  largest  tonnage  and  greatest  draft  now  in  use  and  such 
as  raa^'  be  reasonably  anticipated."  The  dimensions  of  the  project  will 
not  allow  vessels  even  now  building  to  pass  each  other.  Ships  of  aver- 
age size  can  not  pass  each  other  without  one  stopping  and  tving  up, 
but  for  this  nf  spaces  or  "gares"  are  provided.  Neither  is  there  any 
widening  of  channel  proposed  at  curves.  These  conveniences,  or  rather 
necessities,  can  be  readily  provided,  but  only  with  considerable  increase 
in  the  estimates  for  both  construction  and  operation.  The  demand  for 
enlargement  will  he  heard  as  soon  as  the  inadequacy  of  the  proposed 
dimensions  is  developed  by  operation. 

It  is  proposed,  during  the  construction  of  a  sea-level  canal,  to  con- 
duct the  Chagres  and  its  eastern  tributaries  to  the  Caribbean  Sea 
through  diversion  channels.  These  have  been  partially  excavated  by 
the  French,  but  many  million  cubic  yards  of  excavation  and  embank- 
ment are  required  for  their  completion.  Until  the  Gamboa  dam  is 
completed  the^^  must  have  capacity  for  the  flood  discharge  of  the  Cha- 
gres and  its  tributaries.  After  the  canal  is  completed  the  Chagres  will 
be  regulated  by  the  Gamboa  dam,  and  all  its  tributaries,  except  the 
Cano  and  Gigante,  will  be  turned  into  its  prism.  These  two  will  be 
dammed  and  diverted  in  another  direction.  There  will  therefore  be  in 
the  canal  a  current  toward  the  Caribbean  vaiying,  according  to  the 
discharge  stage  of  the  rivers,  estimated  at  from  1  to  2J  miles  per  hour. 
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Of  the  tributaries  to  be  received  into  the  prism  of  the  canal  there 
are  22  of  considerable  size.  Two  are  known  to  have  a  flood  discharge 
of  over  3,000  cubic  feet  per  second;  eight  more  have  discharges  of 
over  1,000  cubic  feet  per  second.  Their  flood  dischar^s  between 
Gamboa  and  Bohio  may  aggregate  30,000  second-feet.  Tnej  descend 
into  the  canal  from  heights  varying  from  13  to  160  feet  above  sea  level. 
The  sea-level  plan  proposes  to  overcome  this  diflFerence  of  level  by 
masonrv-stepped  aprons,  metallic  pipes,  or  b}^  sloping  and  lowering 
the  beds  of  tne  innuent  streams,  although  no  designs  are  presented. 
Professor  Burr  in  his  testimony  describes  basins  at  tne  mouths  of  these 
streams,  to  strain  out  the  sediment  and  debris,  allowing  only  the  water 
to  enter  the  canaK  but  that  is  a  personal  suggestion  and  does  not  appear 
in  the  plan.  This  would  certainly  add  materially  to  the  estimate,  and 
it  is  doubtful  whether  it  would  not  be  more  costly  to  clean  out  the 
several  basins,  which  would  rapidh^  fill  up,  than  to  dredge  the  deposit 
from  the  canal  itself. 

I  believe  that  the  discharge  of  3,000  cubic  feet  per  second  into  the 
c^nal  prism  of  8,000  feet  cross  section  would  cause  cross  currents 
which  would  prove  an  absolute  obstruction  to  navigation  as  long  as 
they  prevailea.  No  ship  could  hold  a  direct  course  under  such  condi- 
tions. She  would  be  driven  against  the  opposite  bank.  Even  lesser 
discharges  would  prove  proportionately  obstructive  to  navigation. 

I  believe  that  tne  injection  of  3,000  cubic  feet  per  second  into  a 
canal  prism  of  only  8,000  or  10,000  square  feet  of  sectional  area  would 
cause  deposit  on  one  side  and  would  abrade  the  opposite  bank  unless  it 
were  in  rock,  and  that  these  effects,  in  combination  with  a  current 
varying  from  1  to  2'i  miles  per  hour  would  give  to  those  parts  of  the 
projected  sea-level  canal  through  earthen  banks  the  characteristics  of 
an  alluvial  stream  which  would  ultimately  establish  meanders  or  sinu- 
osities that  would  seriously  impair  the  navigabilit}^  of  the  canal  for  all 
larger  ships,  unless  these  banlcs  were  artihcialh'  protected,  and  the 
bars  constantly  dredged. 

It  is  proposed  in  the  sea-level  plan  to  divert  the  Cano,  (xigante,  and 
Gigantito  from  the  canal  route  by  four  dams  and  a  spillway.  These 
are  all  in  a  region  of  which  little  is  known  by  survey.  The  largest  of 
these  dams  holds  a  head  of  water  about  70  feet  above  sea  level,  onlv  a 
few  feet  less  than  the  Gatun  dam,  and  is  about  3,000  feet  long,  ^'o 
intimation  is  given  of  the  method  of  construction,  whether  of  earth, 
masonry,  or  a  combination  of  the  two. 

The  estimate  for  completing  21  miles  of  temporary  diversion  and  of 
several  miles  of  permanent  diversion,  aggregating  many  million  yai-ds 
of  excavation;  for  controlling  the  descent  of  twenty  or  more  tribu- 
taries, by  masonry  structures,  into  the  canal,  and  for  the  building  of 
four  dams  and  a  spillway,  for  which  no  plan  is  proposed,  in  a  region 
where  no  investigation  of  foundations  has  been,  made,  is  three  and 
one-half  millions  plus  20  per  cent,  which  I  believe  will  prov^e  entirely 
inadequate. 

I  prefer  the  Gatun  to  the  Bohio  location  for  a  dam  because  the 
foundation  is  more  impervious;  because  the  site  at  (iatun  admits  of 
three  locks  of  the  required  size,  while  that  at  Bohio  will  not  hold  two 
of  the  same  length;  because  it  is  doubtful  if  the  supply  of  water  at 
Bohio  is  sufficient  with  the  larger  locks  for  a  traffic  of  more  than 
10,000,000  tons,  while  at  Gatun  it  is  sufficient  for  40,000,000  tons. 
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and  because  the  Gatun  location  affords  10  mile«j  more  of  absolutely 
unobstructed  navigation.  • 

I  have  confidence  in  the  absolute  stability  and  sufficient  imperme- 
ability of  the  Gatun  dam  as  designed.  The  experiments  made  and 
recited  by  Mr.  Stearns  and  Mr.  Noble  give  a  scientific  basis  to  such  an 
opinion.  It  is  not  an  engineering  guess,  in  the  present  state  of  knowl- 
eage,  to  claim  that  percolation  may  be  reduced  to  almost  any  extent  by 
the  increase  of  resistance  through  additional  material  and  by  the  reduc- 
tion of  the  hydraulic  gradient. 

My  experience  with  the  levees  of  the  Mississippi  River,  with  which 
1  was  connected  for  twenty-six  years  as  engineer  for  the  State  of 
Louisiana,  and  afterwards  as  a  member  of  the  Mississippi  River  Com- 
mission, confirms  me  in  this  view.  These  structures  deal  with  the  same 
problems  of  the  stability  of  the  embankment,  and  seepage  through  the 
foundations  as  does  the  Gatun  dam.  There  are  levees  there  holding 
heads  of  water  up  to  40  feet,  with  bases  of  only  about  eight  or  ten 
times  the  pressure  height,  and  back  slopes  of  one  on  five  or  six.  They 
are  provea  safe  by  experience.  The  Gatun  dam,  as  designed,  has  a  base 
thirty -one  times  the  pressure  height  and  a  back  slope  of  one  on  twenty- 
five.  In  the  great  Mississippi  River  flood  of  1882,  wnen  the  levee  system 
was  in  its  worst  state,  entirely  inadequate  in  lx)th  grade  and  section, 
there  were  in  a  certain  district  over  140  breaks,  of  which  every  one 
but  two  was  caused  by  the  water  overtopping  the  levee  crest,  and  the 
remaining  two  by  unknown  causes,  probablv  burrowing  animals. 
Neither  of  these  causes  can  affect  the  Gatun  dam  with  its  height  of 
50  feet  above  the  lake  and  its  thickness  of  374  feet  at  the  water  line. 

B.  M.  Hakrod. 


Statetneat  submitted  hy  Mr,  Slumts. 

Isthmian  Canal  Affairs, 

Office  of  Administration, 
Wanhingtou,  D,  C,  March  26,  1006. 
Sir:  I  have  the  honor  to  transmit  herewith  for  the  information  of 
the  committee,  and  for  such  use  as  vou  may  desire  to  make  of  the 
same,  a  statement  of  receipts,  expenditures,  and  stiitistics  of  opera- 
tions of  hotels  and  mess  kitchens  on  the  Isthmus  of  Panama  to  Decem- 
ber 31,  1905. 

The  statement  shows  each  hotel  separately,  and  the  mess  kitchens 
under  two  groups — those  in  the  La  Boca  district  and  those  in  the 
Culebra  district.  The  receipts  for  meals  and  care  of  rooms  are  sep- 
arately given,  and  the  expenditures  for  the  meal  service  and  for  care 
of  rooms  are  separately  shown. 

The  direct  charge  for  care  of  rooms  was  discontinued  on  October  15, 
1905,  since  which  date  the  care  of  rooms  is  included  in  the  cost  of 
meals. 

Very  respectfully,  T.  P.  Shonts, 

Chatrniayi. 
Hon.  J.  H.  Millard, 

Chjairman  Coitiinittee  on  Tnteroceanlc  Canah^ 

United  States  Senate, 
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ISTHMIAN   CA>jAL. 


Committee  on  Interoceanic  Canals, 

United  States  Senate, 
Washington^  D.  C.,  Wednesday^  April  18^  1906, 
The  committee  met  at  10.30  o'clock  a.  m. 

Present:  Senators  Millard  (chairman),  Kittredge,  Dryden,  Hopkins, 
Knox,  Ankeny,  Morgan,  and  Taliaferro. 
Present,  also:  Maj.  Gen.  George  W.  Davis,  U.  S.  Army,  retired. 

STATEMENT  OF  HON.  WILLIAM  H.  TAFT,  8ECEETART  OF  WAB. 

The  Chairman.  Mr.  Secretary,  you  were  before  the  committee  when 
we  started  this  investigation,  so  that  the  questions  that  were  asked  you 
then  to  start  with  w^ill  not  be  again  asked  you  now,  but  we  will  let  you 
proceed  with  your  statement. 

Senator  Mobgan.  It  has  been  understood  by  this  committee  for 
some  time,  and  was  so  announced  here,  that  Secretary  Taft  wanted  to 
give  his  testimony  at  the  conclusion  of  the  examination  of  the  other 
witnesses.  I  have  shaped  my  course  on  this  committee  with  respect 
to  that  very  matter,  thinking  that  it  was  very  essential  indeed  that  the 
Secretary  should  hate  the  opportunity  of  passing  his  judgment,  or 
his  opinion,  and  giving  us  advice  upon  the  whole  of  the  testimony. 
That  arrangement  was  not  perfected,  because,  while  the  chairman 
called  the  witnesses  here  in  regard  to  the  railroad  transactions,  there 
has  been  some  disappointment  about  their  coming. 

1  wish  to  say  that  I  do  not  believe  that  Secretary  Taft  knows,  or 
that  anybody  knows,  except  those  officers,  all  the  fact«  that  are  neces- 
sary to  be  known  in  order  to  give  us  complete  advice  and  judgment 
upon  one  great  question  in  this  case,  and  tnat  is.  What  shall  be  done 
with  the  railroad  company  and  the  railroad  property  in  the  further 
management  and  conduct  of  the  operations  of  this  canal  ?  I  think  that 
is  one  of  the  most  important  questions  before  us.  Now,  I  suggest  to 
Secretary  Taft  that,  after  he  has  proceeded  with  his  statement  to-day, 
or  at  least  before  he  makes  a  anal  conclusion  of  his  statement,  we 
will  bring  Mr.  Drake  and  the  officers  of  the  railroad  company  here  and 
examine  them  with  the  books;  I  want  to  see  those  books;  and  that  he 
will  conclude  his  testimony  after  they  have  been  here. 

Secretary  Taft.  1  am  at  the  disposition  of  the  committee,  gentle- 
men. I  have,  at  considerable  effort,  read  all  the  evidence  that  has 
been  before  the  committee  except  the  expert  evidence — I  mean,  as  to 
the  type  of  the  canal;  and.l  have  prepared  a  statement  on  the  issues 
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Government  in  the  spring  of  1905;  the  question  of  the  continuance 
of  the  steamship  line;  tbe  question  of  rates;  the  congestion  of  traffic^ 
and  the  Pacific  Mail. 

Eighth.  The  relations  of  William  Nelson  Cromwell  to  the  Govern- 
ment s  construction  of  the  canal  and  the  assistance  which  he  has 
rendered. 

Ninth.  The  circumstances  leading  to  the  severance  of  Mr.  Wallace 
from  the  canal  enterprise. 

Tenth.  The  Markel  contract. 

Eleventh.  The  revocable  license  to  the  Union  Oil  Company  for  the 
construction  of  a  pipe  line  from  Panama  to  Colon. 

Twelfth.  The  question  of  labor. 

Thirteenth.  Shall  the  canal  be  built  by  contract? 

CIlRONOIX)GY. 

With  the  permission  of  the  committee  I  shall  take  the  foregoing 
subjects  up  in  their  order,  but  before  doing  so  it  would  be  of  assistance,' 
1  think,  to  give  a  short  chronology"  of  the  events  which  are  met  in  the 
consideration  of  the  subjects  above  outlined  for  consideration. 

Jnne  28^  1902, — The  Spooner  Act,  providing  for  the  construction  of 
the  canal,  was  approved.  Appended  hereto  for  convenience,  and 
marked  "Exhibit  I." 

Fehrxtary  26, 190^, — Ratifications  of  the  Hay-Varilla  treaty  were  ex- 
changed at  Washington  and  the  treaty  took  effect.  Appended 
hereto  and  marked  ''Exhibit  2," 

March  .y,  190J^. — The  President  appointed  and  the  Senate  confirmed 
the  seven  members  of  the  Isthmian  Canal  Commission  under  the 
Spooner  Act,  with  Admiral  Walker  as  chairman.  The  Commis- 
sion immediately  organized. 

Aj/ril  ^<V,  190^, — Congress  by  law  directed  the  President  to  take  pos- 
session of  the  zone  of  land,  tbe  control  of  which  was  ceded,  under 
the  Hay-Varilla  treaty,  to  the  United  States,  and  directed  that 
until  tfie  expiration  of  the  Fifty -eighth  Congresss,  i.  e.,  March 
4,  1905,  the  government  of  the  Zone  and  the  exercise  of  the  pow- 
ers under  the  Hay-Varilla  treaty  should  be  vested  in  the  persons 
and  exercised  in  the  manner  which  the  President  should  direct. 

April  28^  190^. — The  Fiftj^-eighth  Congress  adjourned  its  first  session. 

May  k.  190^, — The  tangible  property  of  the  French  Panama  Canal 
Company  on  the  Isthmus  was  transferred  to  the  United  States  and 
possession  given. 

May  7,  190Ii„ — The  French  Panama  Canal  Company  assigned  to  Messrs. 
Day  and  Russell,  agents  of  the  United  States  in  Paris,  68,887 
shares  of  the  stock  of  the  Panama  Railroad  Company  out  of  a 
total  of  70,000  shares. 

May  P,  wolf, — The  President,  exercising  the  powers  conferred  upK>n 
him  by  the  act  of  April  28, 1904,  directed  that  the  Isthmian  Canal 
Commission  should  constitute  the  legislature  of  the  Zone,  and 
Governor  Davis  should  be  its  executive,  and  that  all  of  the  powers 
exercised  by  the  Commission  under  either  the  Spooner  Act  or  the 
act  for  the  government  of  the  Zone  should  be  exercised  under  the 
supervision  and  direction  of  the  Secretary  of  War. 

May  17^  190^, — Governor  Davis  arrived  on  tfee  Isthmus  and  began  his 
duties  as  governor,  and  for  a  time  took  general  charge  of  the  engi- 
neering work  and  the  canal  properties. 
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May  18^  1904^. — Messrs.  Day  and  Russell  assigned  the  68,888  shares  of 

the  railroad  stock  to  the  Secretary  of  War. 
Jufie  H^  1901^., — John  F.  Wallace  was  appointed  chief  engineer,  the 
appointment  taking  eflFect  on  June  1.     He  arrived  on  the  Isthmus 
the  29th  of  June,  and  entered  on  his  duties  the  1st  of  July. 
Jun^  20^  190J^. — The  currency  agreement  between  the  Isthmian  Canal 
Commission,  represented  by  the  chairman,  and  the  Secretary  of 
W^ar,  and  the  hscal  commissioners  of  the  Republic  of  Panama, 
was  made. 
June  22^  190j^, — General  Davis,  as  governor,  concluded  with  the  Pan- 
ama authorities  a  provisional  agreement  delimiting  the  Zone  and 
determining  the  boundaries  of  Colon  and  Panama  carved  out  of 
the  Zone  by  the  Hay-Varilla  treaty.     The  towns  of  Colon  and 
Panama  until  then  had  never  had  defined  boundaries. 
June  ^4?  190^,. — An  Executive  order  was  issued  putting  into  force  on 
the  Isthmus  the  Din^ley  tariff  act,  the  effect  of  which  was  to 
make  the  Zone  for  tariff  purposes  a  part  of  the  United  States  and 
to  exclude  it  from  the  Republic  of  Panama  by  a  tariff  wall. 
July  H^  190^. — Commissioners   Walker,   Burr,  and   Grunsky   were 
made  directors  of  the  Panama  Railroad  Company;  Commissioner 
Parsons  was  made  a  director  September  15,  and  Commissioners 
Davis,  Harrod,  and  Hecker  were  made  directors  on  October  27. 
Augmt  J,  190i„ — The  Commission  reached  the  Isthmus  and  held  daily 
sessions  until  September  7,  when  it  returned  to  the  United  States. 
During  this  period  it  considered  and  adopted  a  great  many  impor- 
tant laws. 
September  H^  190J^. — Chief  Engineer  Wallace  left  the  Isthmus  for  the 

United  States,  returning  to  Isthmus  November  16. 
Nomirtber  17^  190^. — The  Secretary  of  War  left  for  Panama,  arriving 
on  the  Isthmus  November  27,  and  returning  thence  December  7, 
arrived  in  Washington  December  14:. 
December  J,  190^. — The  Executive  order  to  establish  a  modus  vivendi 
under  the  Spooner  Act  and   the   Hay-Varilla  treaty  with   the 
authorities  or  Panama  was  issued.     Subsequent  slight  modifica- 
tions were  made  in  December  and  January  following,  including 
a  revocation  of  the  order  of  June  24  (Dingley  Act  order). 
March  4,  1905. — The  Fifty-eighth  Congress  expired,  and  the  legisla- 
tive power  of  the  Commission  over  the  Zone,  by  the  terms  of  the 
act  of  April  28,  1904,  ceased. 
That  should  be,  strictly  speaking,  the  power  of  the  President  to 
give  legislative  power. 

Senator  Kxox.  Read  that  again,  will  vou  please? 
Secretary  Taft  (reading):  ^^March4, 1905.— The  Fifty -eighth  Con- 
gress expired,  and  the  legislative  power  of  the  Commission  over  the 
Zone,  by  the  terms  of  the  act  of  April  28,  1904,  ceased." 

The  act  of  April  28,  1904,  provided,  as  the  Louisiana  act  originally 
did,  in  1903,  that  the  district  should  be  governed  by  the  President,  or 
by  persons  designated  by  the  President,  and  the  manner  in  which  he 
sEould  designate  them. 

Senator  Knox.  How  has  it  been  governed  since? 
Secretary  Taft.  I  am  coming  to  that. 
Senator  'Knox.  Very  well,     (jo  ahead. 

Secretary  Taft.  March  29, 1905.— The  resignations  of  the  old  Com- 
mission were  requested  and  accepted, 
p  c— VOL  3—06 87 
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March  29^  1905. — Mr.  Wallace  left  the  Isthmus,  summoned  to  Wash- 
ington to  take  part  in  the  reorganization  of  the  new  Commission 
and  to  confer. 

April  i,  1905. — The  new  Commission  was  appointed  and  an  order 
issued  defining  the  organization. 

April  15^  1905, — The  annual  meeting  of  the  stockholder  of  the  Panama 
Railroad  (Company  was  held  and  the  Government  firat  elected  the 
full  directory  and  a  new  set  of  officers,  with  Mr.  Shonts  as  presi- 
dent and  Mr.  Wallace  as  vice-president  and  general  manager. 

May  6^  1905, — General  Davis  was  ordered  home  trom  the  Isthmus,  ill. 

May  liS^  1905. — Mr.  Wallace  and  (irovernor  Magoon,  under  the  new 
organization,  sailed  for  the  Isthmus;  arrived  on  the  Isthmus 
May  24. 

June  5, 1905, — Mr.  Wallace  applied  for  and  was  granted  leave  to  return 
for  a  conference  as  to  his  relations  as  chief  engineer  of  Commission. 

Jun^  ^^,  1905. — Mr.  Wallace  arrived  at  New  York. 

June  ^5,  1905, — Mr.  Wallace  and  the  Secretary  of  War  had  an  inter- 
view at  the  Manhattan  Hotel,  in  which  Mr.  Wallace's  resignation 
was  requested. 

June  £9,  1905, — The  account  of  the  interview  between  Mr.  Wallace 
and  the  Secretary  of  War  was  published. 

June  30^  1905, — Mr.  Stevens  was  appointed  chief  engineer  of  the 
canal. 

Jun£  30^  1905. — The  Secretary  of  War  left  for  the  Philippines. 

Jvi/y  S6^  1905. — Mr.  Shonts,  the  chairman  of  the  Commission,  and 
Mr.  Stevens,  the  chief  engineer,  reached  the  Isthmus. 

Septeinher  i,  1905. — The  Consulting  Board  of  Engineers  met  and  con- 
tinued in  sessions  until  December. 

Oct(^ei*  ^,  1905. — The  Secretary  of  War  reached  Washington  from  the 
Philippines. 

October  ^7, 1905. — The  Secretary  of  War  left  Washington  for  Panama, 
arriving  at  Colon  November  2,  and  returning  thence  November  7, 
reached  Washington  November  15. 

February  19,,  1906, — The  reports  of  the  consulting  engineers  and  of 
the  Canal  Commission  on  the  type  of  the  canal  were  submitted 
to  Congress  by  the  President. 

THE   GOVERNMENT  OF  THE   ZONE,    ITS  JUDICIAL   SYSTEM,    AND  WHAT  IS 
NEEDED  IN   THE   WAY  OF  ADDITIONAL  LEGISLATION  BY  CX>NGRESS. 

Under  the  painstaking  and  efficient  administration  of  General  Davis, 
together  with  the  very  satisfactory  laws  which  were  enacted  by  the 
Walker  Commission,  with  the  assistance  and  on  the  recommendation 
of  their  general  counsel,  Judge  Magoon,  the  government  of  the  2k>ne 
has  been  in  every  wa}'  satisfactory.  Although  the  population  has 
grown  from  two  or  three  thousand  people  to  30,000,  the  public  order 
maintained  has  been  excellent,  taxes  have  been  collected  nonestlv  and 
honestly  expended,  schools  have  been  established  and  are  being  estab- 
lished as  rapidly  as  conditions  permit. 

Under  the  order  of  the  President  of  May  9,  1904,  power  was  given 
to  exclude  undesirable  characters  coming  into  the  Zone  from  its  terri- 
tory, and  this  has  been  exercised,  in  cases  of  extradition  of  fugitives 
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from  justice  from  the  Republic,  charged  with  misdemeanor,  in  lieu  of 
a  provision  in  the  treaty  of  extradition  covering  misdemeanors. 

The  judicial  system  consists  of  a  supreme  court  of  three  judges  and 
three  courts  of  first  instance  in  the  three  judicial  districts  into  which 
the  Zone  is  divided.  Each  member  of  the  supreme  court  sits  as  a  judge 
in  a  court  of  first  instance,  and  appeals  are  taken  from  his  decrees  to 
the  supreme  court  in  back.  General  Davis  was  opposed  to  the  appoint- 
ment of  more  than  one  judge  on  the  ground  that  the  business  to  be 
done  was  not  enough  to  justify  the  paying  of  three  judges.  I  concur 
with  him  in  the  view  that  the  business  now  is  not  suflicient  to  occupy  the 
three  judges  as  they  ought  to  be  occupied,  but  it  seems  necessary  to 
have  an  appellate  tribunal  and  not  to  submit  the  important  civil  and 
criminal  cases  which  arise  to  the  decision  of  one  judge,  especially  when 
in  the  courts  of  first  instance  there  can  be  no  intervention  of  a  jury. 

Objection  has  been  made  that  under  this  system  a  citizen  of  the 
United  States  charged  with  crime  in  the  Zone  would  be  tried  by  a 
court  sitting  under  the  authority  of  the  United  States  for  his  life  or 
liberty  and  convicted  without  a  jury.  I  submit  that  the  power  to  do 
this  has  been  upheld  by  the  supreme  court  in  the  Philippines  in  a  case 
of  a  citizen  of  the  United  States  there  convicted  of  a  felony  by  the  sen- 
tence of  the  court  sitting  without  a  jury.  The  Canal  Zone  is  certainlv 
no  more  a  part  of  the  United  States  proper  than  are  the  Philippines.  It 
is  impossible  to  distinguish  the  two  cases.  It  would  be  utterl}^  imprac- 
ticable to  have  a  jury  trial  in  the  Canal  Zone.  The  people  are  not 
used  to  such  a  method  of  trial,  and  the  establishment  of  the  system 
would  make  it  a  farce.  There  would  be  few,  if  any,  Americans  resi- 
dent in  the  Zone  to  make  up  a  jury,  except  Government  employees, 
and  the  natives  are  entirely  unfitted  to  fill  a  panel.  An  American  citi- 
zen who  goes  to  the  Zone  must  know  that  if  he  is  charged  with  an 
offense  he  can  not  have  a  jury  trial. 

With  deference  to  the  suggestion  which  has  been  made  here,  I 
venture  to  point  out  that,  were  the  Zone  to  be  put  under  a  military 
government,  or  to  be  constituted  a  military  reservation,  the  only  method 
of  trial  would  be  by  court-martial,  which  is  not  supposed  to  be  any 
less  summary  than  the  trial  before  civil  judges.  The  constitution  of 
the  court  is,  I  think,  fortunate.  Senor  F.  Mutis  Duran  is  a  citizen  of 
the  Republic  of  Panama,  one  of  the  leading  lawyers  of  the  Republic, 
who  speaks  English  and  is  an  authority  on  civil  law.  Objection  is 
made  to  him  that  he  is  not  a  citizen  of  the  United  States.  There  is 
no  law  which  requires  that  he  should  be,  and  in  a  jurisdiction  of  such 
anomalous  character  as  that  which  the  United  States  exercises  in  the 
midst  of  another  people,  in  the  belly  of  another  country,  so  to 
speak,  a  jurisdiction  in  which  many  citizens  of  the  Republic  of 
Panama  will  be  greatly  interested,  it  seems  just  and  fair  that  upon  a 
court  of  three,  one  Panamanian  should  be  appointed.  Of  the  other 
two  judges.  Judge  Gudger  was  consul-general  in  Panama  for  a  number 
of  years,  and  speaks  English  and  Spanish  and  is  (][uite  familiar  with  the 
customs  and  laws  of  the  Isthmus.  The  third  judge,  Judge  Collins, 
was  for  two  terms  a  judge  of  the  superior  court  of  Chicago  and  resigned 
to  go  into  practice.     The  court  is  an  excellent  one. 

The  failure  of  Congress  to  continue  the  operation  of  the  Act  of 
April  28,  1904,  deprived  the  President  of  the  power  to  appoint  a  leg- 
islature ifor  the  Aone,  but  the  Government  went  right  on.     On  the 
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expiration  of  the  Fifty-eighth  Congress,  I  telegraphed  General  Davis 
as  follows: 

Washington,  March  tf,  190S. 
Davis,  Panama: 

The  government  of  the  Canal  Zone  will  continue  to  be  administered  pursuant  to 
the  laws  of  the  United  States  in  force  in  that  territory,  the  Executive  orders  hereto- 
fore issued  and  the  laws  of  the  Canal  Zone  enacted  by  the  Isthmian  Canal  Commis- 
sion during  the  period  the  Commission  was  authorized  by  act  of  Congress  approved 
April  28,  J904,  to  exercise  the  powers  of  legislation.  The  government  of  the  Canal 
Zone  was  established,  the  powers  of  the  several  branches  defined,  and  official  duties 
distributed  by  legitimate  exercise  of  lawful  authority  duly  conferred  by  Congress. 
It  is  therefore  a  government  de  jure  and  defacto. 

It  seems  to  me,  gentlemen,  that  there  is  no  reason  to  be  found  in  the 
operation  of  the  present  government  of  the  Zone  to  justify  the  adop- 
tion of  a  different  system.  It  would  be  quite  sufficient  if  the  act  of 
April  28,  1904,  were  reenacted  so  as  to  give  an  opportunity  for  legis- 
lation and  if  there  were  added  to  the  act  two  provisions  which  Con- 
gress alone  can  supply.  The  tirst  is  that  of  appeal  in  a  limited  class 
of  cases  from  the  supreme  court  of  the  Zone  to  tiie  Supreme  Court  of 
the  United  States,  and  the  other  is  that  permission  should  he  given  to 
the  President  to  direct  that  suits  may  be  brought  by  the  United  States 
to  test  the  validity  of  land  titles  claimed  by  it,  and  that  by  permission 
of  the  President  suits  may  V)e  brought  by  others  claiming  an  interest 
in  land  against  the  United  States  to  determine  title.  By  this  short 
act  1  think  that  Congress  will  furnish  all  the  governmental  power  to 
the  President  that  may  be  needed  to  govern  the  Zone  properly.  1 
deprecate  the  enactment  of  a  law,  elaborate  in  its  provisions,  which 
would  prove  to  be  inelastic  and  auite  unadapted  to  the  government  of 
so  small  a  district  as  that  of  the  Zone. 

THE  HAY-VARILLA  TREATY  AND  THE  POLITICAL  RELATIONS.  BETWEEN 
THE  UNITED  STATES  AND  THE  REPUBLIC  OF  PANAMA,  AND  THE  NECES- 
SITY AND  REASONS  FOR  THE  ISSUING  OF  THE  EXECUTIVE  ORDER  OF 
DECEMBER  3,    WITH   ITS  MODIFICATIONS,    AS   A   MODUS  VIVENDI. 

It  is  of  the  greatest  advantage  to  the  United  States  Gov^ernment  in 
the  pursuit  of  its  object  on  the  Isthmus  to  have  the  good  will  and 
cooperation  of  the  people  and  Government  of  Panama.  Bv  the  logic 
of  tne  situation  we  find  ourselves  and  our  work  in  the  mi^st  of  these 

Eeople,  and  it  would  certainly  much  increase  the  great  burdens  we 
ave,  at  all  events,  if  we  have  to  encounter  the  hostility  of  the  people 
of  the  Isthmus  and  the  passive  resistance  or  lack  of  sympathy  of 
the  Government. 

I  do  not  mean  for  a  moment  to  indicate  that  the  United  States  can 
not  take  care  of  itself  and  suppress  by  force  all  obstruction  and  inter- 
ferences with  its  work,  but  I  think  it  must  be  conceded  that  it  is  greatly 
better  that  we  live  on  the  most  amicable  terms  with  the  people  of  tlie 
Isthmus,  provided  we  do  not  yield  to  them  any  rights  necessary  to  us 
in  carrying  out  our  great  enterprise. 

The  people  of  the  Isthmus  are  vitallv  interested  in  the  question  of 
how  far  thej^  may  be  permitted  to  tracle  with  the  people  whom  we  in- 
troduce into  the  ^one  for  the  purpose  of  building  tne  canal.  Tbev  are 
vitally  interested  in  the  rates  which  we  charge  upon  the  Panama  l^lail- 
road  Company  and  the  accommodations  which  we  furnish.  Thev  are 
vitally  interested  in  the  order  which  we  preserve  in  the  Zone,     x  hey 
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are  not  so  vitally  interested  in  the  precautions  which  we  take  against 
yellow  fever,  for  the  reason  that  they  are  generally  immune  from  that 
disease;  and  whether  they  are  vitally  interested  in  sanitary  measures 
taken  against  other  diseases  or  not,  most  of  the  people  are  quite  lack- 
ing in  sympathy  with  rigid  rules  of  sanitation  which  it  is  absolutely 
necessary  for  the  Government  of  the  United  States  to  maintain  and 
enforce,  not  only  in  the  Zone  itself,  but  in  the  contiguous  territory^, 
and  especially  in  Colon  and  Panama.  It  is  of  importance,  therefore, 
that  we  should  obtain  from  the  Panamanian  Government  not  only  the 
right  to  prescribe  health  ordinances  which  must  be  enforced  in  Pan- 
ama and  Colon,  and  other  important  towns  which  may  be  infected,  but 
also  that  we  should  be  given  an  opportunity  to  supervise  the  enforce- 
ment of  these  ordinances,  because  in  Spanish-speaking  countries  it  is 
not  the  form  of  the  law  or  its  declarations  which  are  defective,  but 
it  is  its  administration.  As  I  shall  show  a  little  further  on,  we  have 
secured,  by  the  good  will  of  the  Panamanian  Government,  an  oppor- 
tunity to  take  over  from  the  beginning  the  enforcement  of  the  health 
regulations  in  every  town  from  which  it  is  likely  that  danger  or  disease 
may  come,  though  the  treaty  granted  only  the  right  to  enforce  health 
regulations  after  the  Panamanians  had  failed. 

There  are  many  other  matters  constantly  arising  between  the  Ameri- 
can representative  on  the  Isthmus  and  the  Panamanian  authorities 
calling  for  adjustment.  We  are  living  in  the  same  house  and  family 
with  theni,  so  to  speak,  and  if  we  do  not  get  on  in  a  friendly  way  it 
uill  be  uncomfortable  for  both. 

The  attitude  of  the  Panama  people  and  Government,  after  the  ratifi- 
cation of  the  Hay-Varilla  treaty^  was  exceedingly  cordial,  and  this  con- 
tinued until  an  unfortunate  mistake  in  our  policy  in  respect  to  the 
customs  law  of  the  Zone.  When  General  Davis,  who  went  to  the 
Isthmus  on  the  I7th  of  Ma}'^,  came  to  deal  with  President  Amador  and 
his  cabinet  in  respect  to. the  many  matters  it  was  necessary  to  adjust, 
he  found  no  difficulty  whatever  in  their  acquiescing  in  his  suggestions. 

Under  the  act  of  April  28,  1902,  the  President  was  directed  to  take 
possession  of  the  Canal  Zone.  The  Canal  Zone  was  defined  in  the 
treaty  to  be  10  miles  wide,  extending  to  a  distance  of  5  miles  on  each 
side  of  the  center  line  of  the  route  of  the  canal  to  be  constructed.  The 
route  of  the  canal  was  not  fixed,  except  so  far  as  it  could  be  inferred 
by  reference  to  the  axis  of  the  canal  as  laid  out  by  the  French.  Again, 
t&e  cities  of  Panama  and  Colon,  and  the  harbors  adjacent  to  such  cities, 
were  excluded  from  the  grant,  although  they  necessarily  came  within  the 
zone  thus  described.  Ihe  boundaries  of  these  two  cities  never  in  their 
history  were  surveyed  or  fixed  b}'-  law,  nor  was  there  any  means  of 
determining  what  were  the  harbors  adjacent  to  these  two  cities.  So 
indefinite  was  this  description  of  the  Zone  that  the  execution  of  the 
Congressional  direction  to  the  President  to  take  possession  was  impos- 
sible without  friction  and  conflict  with  the  Panama  authorities,  unless 
the  Federal  Executive,  by  himself  or  agent,  made  some  adjustment  or 
provisional  agreement  with  them.  Accordingly,  General  Davis  did, 
on  the  22d  of  June,  make  a  provisional  agreement  of  delimitation  with 
the  authorities  of  Panama,  a  copy  of  which  is  shown  in  the  record,  in 
the  report  of  General  Davis,  on  page  2300,  et  seq. 

About  this  same  time  General  Davis  had  recommended  to  the  Com- 
mission the  adoption  on  the  Isthmus  of  a  system  of  customs  taxation, 
with  rates  approximating  those  of  the  Panamanian  Government.     1 


2524.  INVESTIGATION   OF   PANAMA   CANAL   MATTEES. 

attach  a  copy  of  General  Davis's  dispatch  (marked  Exhibit  3)  recom- 
mending  a  form  of  customs  law,  fixing  the  Dingley  rates  on  certain 
articles,  but  fixing  the  Panamanian  rates  on  others.     The  Commission 

? resented  the  recommendation  to  me,  and  I,  in  turn,  carried  it  to  the 
resident  and  the  cabinet.  For  lack  of  information,  and  in  the  neces- 
sity for  action,  which  General  Davis  emphasized,  it  was  thought  safer 
to  extend  the  tariif  laws  of  the  United  States  as  a  whole  to  the  Zone, 
and  to  make  the  Zone  a  part  of  the  United  States,  in  such  a  way  that 

?'ood8  might  be  imported  into  it  from  any  port  in  the  United  States 
ree  of  duty,  but  that  all  goods  and  merchanaise  brought  into  the  Zone 
from  any  foreign  country,  including  the  Republic  of  Panama,  should 

Say  the  rates  under  the  Dingley  Act.  General  Davis  was  directed  on 
une  24  to  promulgate  an  order  to  this  effect.  The  order  contained 
two  clauses  looking  to  negotiation  for  the  adjustment  of  tariff  mat- 
ters with  the  Panamanian  authorities  which  should  prevent  friction. 
These  two  sections  were  not  included  in  the  order  when  it  was  published 
by  General  Davis,  but  were  submitted  to  the  Pi*esident  and  cabinet  of 
Panama  for  the  purpose  of  bringing  about  the  suitable  negotiations. 

I  have  no  hesitation  in  saying  that  this  order  of  June  24,  1904,  put- 
ting into  effect  the  Dinglev  tariff  in  the  Zone,  was  a  mistake,  and  until 
matters  were  subsequently  adjusted  in  December  following,  it  led 
to  passive  resistance  by  Panama  to  the  making  or  carrying  out  of  any 
agreement  between  the  United  States  and  the  Panamanian  authorities 
necessary  in  the  progress  of  our  work. 

Doctor  Amador  was  President  of  the  Republic.  He  was  the  head 
of  the  Conservative  party.  Pablo  Aroaemena  was  vice-president  and 
the  head  of  the  Liberal  party.  In  the  era  of  good  feeling  between  all 
parties  succeeding  the  revolution  they  were  elected  on  the  same  ticket. 
The  parties  soon  divided  again  when  the  patronage  came  to  be  dis- 
tributed. The  moment  the  people  understood  the  effect  of  the  intro- 
duction of  the  Dingley  tariff  between  the  Zouq  and  the  Republic,  they 
resented  the  act  as  an  indication  of  a  desire  on  the  part  of  the  United 
States  to  gmb  the  land  of  the  Zone  for  ita  commercial  purposes,  and 
to  exclude  all  Panamanians  from  the  profitable  business  which  they 
had  expected  to  do  with  the  people  of  tne  Zone,  gathered  there  by  the 
United  States  for  the  great  work.  The  opposition  part3'~the  Lil>eral 
party — was  quick  to  seize  upon  this  as  a  ground  for  attacking  the  con- 
servative administration  on  the  theory  that  the  Government  had 
yielded  to  the  United  States  and  had  sacrificed  the  interests  of  the 
Republic.  The  attitude  of  the  Liberal  party,  of  course,  reacted  upon 
the  course*of  the  conservative  administration,  and  both  parties  were 
at  once  driven  into  hostility  to  any  proposition  of  the  United  States 
looking  to  the  operation  of  its  governmental  control  over  the  Zone  at 
those  many  points  where  it  came  in  close  contact  with  the  jurisdiction 
of  the  Republic. 

Another  source  or  irritation,  which,  but  for  the  primary  source^ 
would  not  have  constituted  any  cause  of  bad  feeling,  was  the  introduc- 
tion of  the  American  postal  system  into  the  Zone  and  the  use  of  domes- 
tic postage  for  letters  between  the  Zone  and  the  United  States. 

Senator  Morgan.  Mr.  Secretary,  has  that  order,  putting  in  force 
the  Dingle}"  tariff,  ever  been  revoked  by  the  President? 

Secretary  Tapt.  Yes,  sir.  The  Republic  needed  all  its  postal  reve- 
nue to  sustain  its  post-offices,  but  the  adoption  of  the  2-cent  rate  for 
letters  between  the  Zone  and  the  United  Stetes  was  alleged  to  deprive 
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it  of  considerable  revenue  which  it  otherwise  would  have  received  from 
mail  carried  by  it  to  the  United  States  for  the  reason  that  its  postage 
rate  to  the  United  States  was  5  cents — that  of  the  Universal  Postal 
Union.  Cristobal,  the  town  at  the  northern  end  of  the  canal  in  the 
Zone,  is  really  a  part  of  Colon,  while  Ancon,  the  town  at  the  Pacific 
end  of  the  canal,  is  reallj  a  part  of  Panama.  Everyone  who  wished 
to  write  a  letter  to  the  United  States  from  Colon  or  Panama  would  step 
across  the  street  and  purchase  United  States  stamps  in  Cristobal  or 
Ancon  and  mail  his  letters  for  2  cents  apiece  instead  of  paying  5  cents 
to  the  Panamanian  Government. 

Again,  the  opening  of  the  ports  of  the  United  States  at  the  termini 
of  tne  canal,  Cristobal  and  Ancon,  promised  to  deprive  the  oflScials  of 
Panama  of  revenue  derived  from  vessels  which  nught  arrive  in  their 
port,  and  this  was  made  the  subject  of  fierce  discussion.  It  was  con- 
tended that  for  the  United  States  to  open  independent  ports  next  door 
to  Colon  and  Panama  was  to  destroy  their  importance  and  their  busi- 
ness and  greatly  to  diminish  the  dignity  of  the  Republic  and  to  affect 
her  honor. 

Letters  from  General  Davis,  from  Judge  Magoon,  who  was  on  the 
Isthmus,  and  from  man}^  other  persons,  gave  the  President  and  me 
much  concern  as  to  the  conditions  prevailing  there.  The  correspond- 
ence between  Minister  Obaldia  ana  Mr.  Hay  on  this  subject  is  snown 
in  the  record,  in  the  report  of  General  Davis,  on  pages  2384,  23^2,  and 
2378.  About  this  time  Mr.  William  Nelson  Cromwell,  who  was  acting 
as  counsel  for  the  Panamanian  minister,  Mr.  Obaldia,  visited  the 
President  and  confirmed  the  President's  previously  formed  opinion 
that  the  situation  on  the  Isthmus  was  not  what  it  ought  to  be  politi- 
cally, and  that  something  ought  to  be  done  to  remove  the  conviction 
of  the  Panamanian  people  and  government  that  the  United  States  had 
gone  into  the  Isthmus  to  build  a  rival  state  or  colony  rather  than  a 
canal.  He  referred  Mr.  Cromwell  to  me,  and  after  a  conversation  I 
went  to  the  President  and  suggested  that  a  personal  visit  to  the 
Isthmus  might  assist  in  smoothing  out  the  trouble. 

This  was  m  October,  and  the  President  accordingly  wrote  me  a  letter, 
which  will  be  found  on  page  2394  of  the  evidence  before  this  com- 
mittee. The  letter  directed  me  to  visit  the  Isthmus  with  those  persons 
whom  I  might  wish  to  take  with  me,  and  expressed  the  most  friendly 
feelings  toward  the  people  of  Panama,  and  assured  them  that  they 
were  wrong  in  supposing  that  we  intended  to  exercise  any  powers  in 
the  Zone  and  Isthmus  except  those  we  deemed  necessary^  and  conven- 
ient in  constructing  and  maintaining  the  canal.  The  publication  of 
the  letter  brought  appreciative  expressions  of  pleasure  from  the  Pana- 
manian minister  at  Washington  and  from  the  President  of  the  Republic. 
A  short  time  thereafter,  at  an  interview  between  Mr.  Obaldia  and  Mr. 
Hay,  at  which  I  was  present,  Mr.  Hay  renewed  the  expression  of  good 
will  contained  in  the  President's  letter,  but  assured  Mr.  Obaldia  that 
it  was  not  intended  thereby  to  concede  that  what  we  had  done  was  in 
any  way  beyond  our  rights,  as  was  clearly  shown  in  Mr.  Hay's  letter 
of  October  24,  then  just  delivered. 

Matters  were  then  allowed  to  remain  in  the  state  in  which  they 
were,  the  Panamanian  Government  still  declining  to  put  in  force  the 
delimitation  agreement,  still  protesting  against  the  opening  of  the 
independent  ports  by  the  United  States  at  the  mouths  of  the  canal, 
and  still  complaining  of  the  postal  arrangements.     I  ought  to  say  that 
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SO  great  had  been  the  objection  on  the  part  of  the  Panamanians  to  the 
order  of  June  24  that  General  Davis  did  not  begin  its  execution, 
although  it  was  proclaimed,  but  postponed  it  until  November  18. 
(See  letter  from  General  Davis  to  Admiral  Walker,  marked  Exhibit  4.) 
At  that  time  we  were  on  our  way  to  the  Isthmus,  and  ray  understand- 
ing is  that  the  order  was  never  enforced,  and  no  duties  were  ever 
collected  under  it. 

In  order  to  secure  as  much  harmony  as  possible,  and  to  give  the 
Panamanians  to  understand  that  we  wished  as  full  a  discussion  as 

g)ssible,  with  the  concurrence  of  the  President,  I  invited  Minister 
baldia,  Mr.  Cromwell,  and  Mr.  Farnham,  in  Mr.  CromweU's  employ, 
to  accompany  me  on  the  trip  in  order  that  they  might  assist  at  the 
conference  in  Panama  on  the  Panamanian  side.  I  also  took  with  me 
Admiral  Walker,  chairman  of  the  Commission,  and  Judge  Magoon,  its 
general  counsel.  I  have  here,  and  append  as  Exhibit  No.  5,  a  steno- 
graphic report  of  the  first  conference  held  between  President  Amador  and 
myself.  By  the  request  of  Doctor  Amador,  the  conferences  were  held 
in  executive  session.  After  the  first  meeting,  the  course  was  this:  Mr. 
Cromwell,  representing  the  Panamanian  authorities,  brought  to  me 
their  complaints,  and  trie  negotiations  were  really  conducted  between 
Mr.  Cromwell  and  me.  Mr.  Cromwell  would  return  to  consult  Presi- 
dent Amador  and  his  cabinet  and  I  would  hold  conferences  with  Admi- 
ral Walker,  General  Davis,  Judge  Magoon,  and  Mr.  Wallace,  the 
chief  engineer,  in  whose  house  I  was  staying. 

The  Executive  oi'der  m^  modus  mvei\di  of  Deceuiher  J,  190]^;  the  reasotu 
for  its  necessity  and  adopt i/m. 

The  negotiations  involved  many  questions,  but  finally  resulted  in  the 
order  of  December  3,  which  met  the  views  of  my  colleagues  with  the 
exception,  possibly,  that  General  Davis  was  not  inclined  to  yield  as 
much  as  I  aid  yield  in  respect  to  the  construction  of  a  road  from  the 
Zone  into  Panama,  and  was  rather  inclined  to  question  the  wisdom  of 
adopting  the  Panamanian  stamp  rather  than  the  stamp  of  the  United 
States.  The  stenographic  account  of  our  first  conference,  already 
appended,  shows  quite  clearly  the  attitude  which  I  felt  under  the 
instructions  of  the  President  it  was  proper  for  me  to  take,  namely, 
that  I  was  there  not  to  construe  the  treaty,  not  to  assert  the  full  powers 
of  the  United  States,  but  to  make  a  modus  vivendi  which  should  bind 
neither  party  to  any  permanent  construction  of  the  treaty.  I  did 
not  intend  to  give  up  any  right  which  the  Government  had,  and 
might  in  the  future  wish  to  exercise,  but  I  was  quite  willing  to  make 
any  concessions  not  affecting  those  rights  and  not  interfering  with  the 
power  and  convenience  of  the  Government  in  constructing  the  canal, 
which  would  soothe  the  amour  2>roT)re  of  the  Panaipanian  people  or  of 
the  Government,  and  which  should  convince -them  that  we  were  not  in 
the  midst  of  their  country  for  the  purpose  of  excluding  them  from  a 
prosperous  business.     Article  III  of  the  treaty  provides  as  follows: 

The  Republic  of  Panama  jrrants  to  the  United  States  all  the  riffhtp,  power,  and 
authority  within  the  zone  mentioned  and  described  in  Article  II  of  this  agreement 
and  within  the  limits  of  all  auxiliary  lands  and  waters  mentioned  and  described  in 
said  Article  II  which  the  United  States  would  possess  and  exercise  if  it  were  the 
sovereign  of  the  territory  within  which  said  lands  and  waters  are  located,  to  the 
entire  exclusion  of  the  exercise  by  the  Republic  of  Panama  of  any  such  soyereign 
rights,  power,  or  authority. 
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It  is  peculiar  in  not  conferring  sovereignty  directly  upon  the  United 
States,  but  in  giving  to  the  United  States  the  powers  which  it  would  ' 
have  ifU  were  Horei'eign,  This  gives  rise  to  the  obvious  implication  that 
a  mere  titular  sovereignty  is  reserved  in  the  Panamanian  Government. 
Now,  I  agree  that  to  the  Anglo-Saxon  mind  a  titular  sovereignty  is  like 
what  Governor  Allen,  of  Ohio,  once  characterized  as  a  '^  barren  ideal- 
ity," but  to  the  Spanish  or  Latin  mind  poetic  and  sentimental,  enjoying 
the  intellectual  refinements,  and  dwelling  much  on  names  and  forms'  it  is 
by  no  means  unimportant.  Therefore,  when  the  question  of  the  form 
of  stamp  was  to  be  determined,  I  had  not  the  slightest  hesitation  in 
yielding  to  the  view  that  we  should  adopt  the  system  which  for  a  time 
General  Davis  had  himself  adopted  before  he  got  United  States  stamps, 
of  raerelv  purchasing  the  Panamanian  stamps  and  crossing  them  with 
the  words  ^^ Canal  Zone."  I  do  not  know  that  it  is  necessary  for  me 
to  go  through  the  various  provisions  of  the  order  of  December  3.  I 
have  discussed  them  at  length  in  my  letter  transmitting  the  annual 
report  of  the  Commission  for  1904,  and  it  is  printed  on  pages  2392  to 
2410  of  this  record. 

The  order,  in  effect,  required  that  all  importations  into  the  Isthmus 
of  merchandise,  except  those  admitted  free  of  duty  for  the  Govern- 
ment of  the  United  States  or  its  employees  under  the  treaty,  should 
be  entered  at  the  Panamanian  ports  instead  of  at  the  United  States 
ports  in  order  that  the  Panamanians  might  collect  duty  on  them  and 
thus  maintain  their  revenues.  This,  however,  was  on  condition  that 
they  should  reduce  their  duties  from  15  per  cent  ad  valorem  to  10  per 
cent  ad  valorem.  I  deemed  it  of  great  importance  that  the  Panama 
Republic  should  be  self-supporting.  Free  trade  between  the  Zone 
ana  the  Republic  was  declared.  The  existence  of  the  terminal  ports 
of  the  canal  as  ports  of  the  United  States  for  clearing  and  entering 
by  foreign  vessels  was  recognized.  Without  waiting  to  determine 
whether  the  Government  of  Panama  would  fail  in  its  duty  to  enforce 
the  sanitary  ordinances  in  Panama  and  Colon  prescribed  by  the  United 
States  as  was  probable,  the  Republic  turned  over  to  the  United  States 
authorities  immediate  right  to  enforce  the  same.  The  postal  rate  from 
Panama  to  the  United  States  and  from  the  United  States  to  Panama 
was  made  2  cents,  the  stamp  in  the  Zone  being  the  Panamanian  stamp 
crossed  with  the  words  *' Canal  Zone." 

In  order  to  induce  the  Panamanian  Government  thus  to  reduce  the 
rate  of  postage,  it  was  agreed  that  these  stamps  should  be  purchased  at 
4<>  per  cent  of  their  face  value  by  the  Zone  Government  from  the  Pana- 
manian Government.  The  remainder,  that  is  60  per  cent  of  the  face 
value  of  the  stamps,  was  retained  by  the  Zone  Government  for  the  pur- 
pose of  paying  its  own  postal  expenses.  Another  part  of  the  order 
secured  the  carrying  out  of  the  currency  agreement  made  between  the 
Secretary  of  War  and  the  fiscal  commissioners  of  Panama  in  Wash- 
ington, June  20,  1904.  Detailed  reference  will  be  made  to  this  agree- 
ment at  another  place. 

The  Panamanian  merchants  felt  great  alarm  lest  the  United  States 
mi^ht  use  the  clause  of  the  Hay-Varilla  treaty  which  permits  the 
United  States  to  import  free  of  duty  into  the  Isthmus  all  machinery, 
equipment,  materiaU  and  supplies  needed  by  it  or  its  employees  in 
the  construction  of  the  canal  to  break  up  their  normal  business  in 
native  supplies  in  the  Zone.     After  a  conference  with  General  Davis 
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and  Mr.  Wallace  I  became  convinced  that  there  was  no  present  prob> 
abilitv  of  a  scarcity  of  food  for  the  tropical  laborers,  save  under  excep- 
tional circumstances,  and  that  it  would  be  much  less  burdensome  to 
the  Government  to  have  this  class  of  laborers  furnish  themselves  with 
food  from  the  local  markets.  As  part  of  the  arrangements  made  when 
I  was  on  the  Isthmus,  therefore,  on  January  7th  I  issued  an  order  to 
carry  out  Section  XIII  of  the  treaty.  The  order  provides  for  the 
free  importation  of  many  classes  of  articles  and  merchandise,  includ- 
ing everything  which  is  necessary  and  convenient  for  the  officers, 
employees,  workmen,  and  laborers  in  the  service  and  in  the  emplov  of 
the  United  States,  and  for  their  families.  The  order  provided  how 
and  on  what  certificate  these  goods  should  be  admitted,  and  classified 
what  they  should  be,  and  contained  the  following  clause: 

This  order  contemplates  the  exchision  from  the  benefits  of  the  commissaries  estab- 
lished and  maintained  b^  the  Commission  of  all  employees  and  workmen  who  are 
natives  of  tropical  countries  wherein  prevail  climatic  conditions  similar  to  thoee  pre- 
vailing on  the  Isthmus  of  Panama,  and  who  therefore  may  be  presumed  to  be  able 
to  secure  the  articles  of  food,  clothing,  household  goods  and  furnishings,  of  the  kind 
and  character  to  which  thev  are  accustomed,  from  the  merchants  of  Panama,  Colon, 
and  the  towns  of  the  Canal  Zone,  and  whose  ordinary  needs  may  be  supplied  with- 
out recourse  to  the  (iovemment  commissaries.  Should  it  develop  hereafter  that  said 
merchants  charge  prices  in  excess  of  legitimate  profit,  or  practice  other  extortion,  the 
United  States,  for  the  protection  and  assistance  of  all  its  employees,  whether  from 
the  Tropical  or  Temperate  Zone,  will  supply  its  commissaries  with  such  staple  articles 
as  are  required  and  desired  by  the  inhabitants  of  tropical  countries,  and  permit 
all  its  employees  and  workmen  and  those  of  its  contractors  to  avail  themselves  of  the 
benefits  and  privileges  afforded  by  said  Government  commissaries. 

The  operation  of  this  order  has  never  given  rise  to  any  difficulty, 
except  as  you  have  heard  from  Mr.  Shonts  and  Governor  Magoon. 
At  one  time  in  the  Zone,  after  a  sudden  influx  of  Ial)orers,  in  June 
and  July,  1905,  the  mercliants  of  the  Zone  were  apparently  quite 
short  of  provisions,  or  else  they  attempted  to  make  a  corner  upon 
them.  The  commissaries  and  boarding  houses  were  then  opened  to 
the  native  laborers.  This  opening  of  the  commissaries  was  not  in  vio- 
lation of  the  order,  but  was  in  express  compliance  with  its  proviso. 
The  commissaries  and  boarding  houses  for  native  laborers  have  been 
open  ever  since,  under  the  auspices  of  the  Commission  or  the  Ptoama 
Railroad,  l)ut  the  native  laborers  do  not  patronize  them.  They  prefer 
to  supply  themselves  from  the  native  merchants  in  the  Zone,  and  the 
Panamanian  merchants.  This  seems  to  show  the  wisdom  of  the  dis- 
tinction between  the  American  employees  and  the  native  laborers  in 
the  matter  of  importation  of  food  supplies. 

Regarding  the  question  of  the  order  of  December  3,  I  invite  atten- 
tion to  section  12,  which  specifically  provides  that  the  making  of  the 
order,  or  a  compliance  with  its  conditions  by  the  Panamanian  author- 
ities, could  not  operate  as  a  restrictive  or  enlarging  construction  of  the 
treaty,  making  tne  arrangement  purely  a  moous  vivendi.  Attention 
has  been  called  to  the  provisions  of  the  order  which  enable  the  Pana- 
manian residents,  without  obstru(?tion  by  the  Zone  authorities,  to  vote 
at  the  elections  held  in  the  Panamanian  Republic.  It  is  not  understood 
what  objection  there  could  be  made  to  this  provision.  There  is  no 
requirement  of  law  that  the  residents  of  the  Zone  should  be  citizens 
of  the  United  States,  or  should  part  with  their  privileges  as  citizens  of 
Panama,  if  they  choose  to  exercise  those  privileges  and  the  Republic 
of  Panama  sees  tit  to  allow  them  to  do  so. 
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I  omitted  to  say  that  before  the  order  was  signed  I  cabled  the  sub- 
stance of  it  to  Secretary  Hay,  to  be  submitted  to  the  President,  and  , 
by  cable  received  approval  of  the  same.  I  append  my  dispatch  and 
that  of  Secretary  Hay  as  Exhibit  No.  6.  When  the  order  was  made 
public  on  the  Isthmus  it  was  received  with  approval  by  both  parties, 
and  the  arrangements  made  under  it  have  proved,  so  far  as  I  am 
advised,  to  be  satisfactory. 

THE  CURKENCY  AGREEMENT  OF  JUNE  20,  1904,  AND  THE  BANKERS* 
AGREEMENT  OF  APRIL  9,  1905;  THE  NECESSITY  FOR  THEM*,  THEIR 
EFFECT,  AND  THE  PROPER  COURSE  TO  BE  TAKEN'  WITH  RESPECT  TO 
THE  FUTURE  FINANCIAL  OPERATIONS  OF  THE  GOVERNMENT  ON  THE 
ISTHMUS. 

In  March,  1904,  before  the  adjournment  of  Congress,  Mr.  Conant 
and  Mr.  Hanna,  of  the  International  Monetarv  Commission,  came  to 
see  me  in  respect  to  the  currency  of  Panama.  'The  currency  of  Panama 
was  then  the  Colombian  silver.  In  the  days  of  De  Lesvseps  and  the 
old  Panama  Canal  Company  there  was  great  gambling  in  exchange  on 
the  Isthmus,  and  at  times,  although  the  exchange  was  only  5  per 
cent  normally',  it  ran  up  to  75  and  80  per  cent.  A  similar  experience 
with  the  fluctuations  in  the  Mexican  dollar  in  the  Philippines  nad  pro- 
duced great  trouble  for  us  in  paying  the  civil  servants  of  the  Philip- 
pine government,  and  it  seemed  to  me  of  the  utmost  importance  that, 
if  possible,  we  should  secure  a  uniformity  of  monetary  standara 
between  the  United  States  and  the  Republic  of  Panama. 

The  proposal  to  introduce  into  the  Zone  a  different  currency  from 
that  used  in  the  Republic  in  Colon  and  Panama,  which  are  the  markets 
of  the  Zone,  would  result  in  great  confusion  and,*  as  such  differences 
in  currency  always  do,  would  bring  about  loss  to  those  least  able  to 
take  care  of  themselves — the  laboring  class.  For  that  reason  I  took 
up  the  matter  with  Mr.  Conant,  and  my  impression  is  that  he  sub- 
mitted his  proposition  to  some  members  of  Congress.  It  was  so  late 
!  in  the  session  that  nothing  could  be  done  b}^  Congress.  He  also  con- 
I  ferred  or  corresponded  with  (Jeneral  Davis  on  this  subject,  and  followed 
the  proceedings  of  the  Panama  convention,  which  was  then  in  session 
and  engaged  in  considering  a  currency  law.  On  the  7th  of  May  Mr. 
Conant  came  to  Washington  and  had  an  interview  with  the  President  on 
this  subject.  I  was  present.  He  submitted  his  views  on  the  matter, 
and  my  recollection  is  that  it  was  at  that  time  that  he  advised  me  that 
the  tiscal  commissioners  of  Panama  were  in  New  York  with  authorit)* 
to  act.  Perhaps  it  was  earlier.  At  any  rate,  through  him  the  fiscal 
commissioners  came  to  Washington  to  visit  me,  and  were  accompa- 
nied by  their  counsel,  Mr.  Cromwell. 

The  conferences  were  held  in  my  oflice  between  Admiral  Walker 
and  myself  with  Mr.  Conant  as  our  monetary  adviser  on  the  one 
side  and  Senor  Arias  and  Senor  Morales,  the  fiscal  commissioners, 
with  Mr.  Cromwell,  their  counsel,  on  the  other.  I  append  the  con- 
versations, which  were  taken  stenographically,  leading  up  to  the 
making  of  the  agreement,  together  with  the  agreement,  as  Exhibit  7. 
This  agreement  was  made  the  subject  of  a  resolution  introduced  by 
Senator  Bailey  at  the  present  session  of  Congress,  and  I  appeared 
before  the  Finance  Committee,  to  whom  the  resolution  was  referred, 
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to  testify  in  regard  to  it.  The  resolution  covered  also  the  bankere- 
agreement  of  April  29,  1905,  to  which  1  shall  subsequently  allude  and 
which  has  been  discussed  at  considerable  length  before  this  committee. 

There  crept  into  the  agreement,  which  took  the  form  of  a  letter 
from  me,  a  stipulation  on  behalf  of  the  Commission  as  a  legislative 
body  that  it  would  make  the  Panamanian  currency  legal  tender  in  the 
Zone.  This  I  am  quite  sure  was  done  at  the  instance  of  Mr.  Conant, 
as  it  is  suggested  in  his  memorandum  and  correspondence,  already 
referred  to.  The  Panamanian  representatives  did  not  insist  upon 
this  clause,  and  after  the  agreement  had  been  signed,  I  carried  in  my 
mind  the  impression  that  that  particular  provision  had  been  stricken 
out.  I  was  wrong  in  this,  but  when  I  went  before  the  Finance 
Committee,  I  freely  admitted  that  the  insertion  of  that  particular 
clause  was  improper,  and  1  did  not  assert  the  power  on  the  part  of  the 
Commission  to  obligate  itself  to  pass  such  a  law,  or,  in  fact,  the  author- 
ity to  pass  the  law  whether  it  had  agreed  to  do  so  or  not.  As  a  matter 
of  fact  no  such  legislation  was  ever  adopted,  and  Panama  never 
requested  it.  The  clause  was  ignored.  After  this  disclaimer  before 
the  committee,  1  understood  the  result  of  the  informal  conference  of 
the  committee  to  indicate  their  unanimous  opinion  that  the  remainder 
of  the  currenc}'^  agreement  and  the  bankers'  agreement  were  within 
the  competency  of  the  Commission. 

The  stipulations  of  the  currencv  agreement  of  June  20,  190^.  were 
conditioned  on  the  enactment  of  a  law  which  had  been  before  the  Pana- 
manian convention  and  which,  mj"  impression  is,  Mr.  Conanthad  some- 
thing to  do  with  framing.  Whether  this  be  true  or  not,  it  was  one 
of  which  Mr.  ('onant  tnUy  approved.  It  provides  (for  it  is  still  in 
force)  a  gold  coin  as  a  monetary  standard  which  is  exactly  the  same 
weight  as  our  gold  -dollar.  It  also  expressly  makes  the  gold  dollar  of 
the  United  States  ana  its  multiples  legal  tender  in  the  Republic  of 
Panama.  It  provides  for  the  coinage  of  a  silver  peso,  which  by  law  it 
makes  equal  in  value  to  60  cents  of  American  money.  This  coin  was 
to  be  the  most  valuable  coin  in  actual  use  and  the  one  orenerally  in  use. 
The  weight  and  purit^'^  of  the  silver  in  this  coin  made  it  about  equal  in 
intrinsic  value  to  our  standard  silver  dollar,  and  less  by  7  or  8  cents 
than  its  legal  value. 

Under  the  agreement  the  Panamanian  Government  was  to  coin  three 
millions  of  silver  pesos  for  issue  on  the  Isthmus.  This,  it  was  thought, 
would  take  up  all  the  Colombian  silver,  and  in  fact  it  did.  That 
Government  also  agreed  to  issue  three  million  pesos  more  at  the 
request  of  the  United  States  Secretary  of  War,  should  the  operations 
of  the  Commission  on  the  Isthmus  require  it.  It  further  agreed  to 
deposit  in  a  New  York  bank  15  per  cent  in  value  of  the  firet  issue  of 
three  millions  of  pesos  to  maintain  the  parit}^  of  the  coins  with  their 
legal  value  of  50  cents  gold.  It  further  agreed,  in  case  the  coinage  of 
more  pesos  was  required  by  the  Secretary  of  War,  to  deposit  as  secu- 
rity to  maintain  the  paritv  of  those  additional  coins,  the  seigniorage  or 
profit  made  by  the  Panamanian  Government  in  their  coinage  and  issue. 

This  was  intended  to  secure  upon  the  Isthmus  a  currency  having 
the  same  monetary  standard  exactly  as  the  currency  of  the  United 
States  and  at  the  same  time  to  give  a  currency  with  the  chief  coin  in 
use  of  about  the  same  size  and  value  as  that  to  which  the  natives  were 
accustomed.    Thus  was  avoided  the  necessity  for  the  Commission  of 
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keeping  accountH  in  two  different  currencies,  and  was  prevented  the 
loss  by  fluctuation  as  between  the  intrinsic  value  of  silver  and-  gold. 
The  agreement  was  accepted  by  the  fiscal  commissioners  and  was 
brought  to  the  attention  of  the  Panamanian  authorities.  The  Pana- 
manian convention,  which  had  failed  to  adopt  the  law,  by  a  tie  vote, 
took  up  the  matter  again  and  enacted  the  law.  I  append  this  law  as 
Exhibit  8.  The  law  was  not  at  once  executed,  however.  This  delay 
was  one  of  the  many  which  were  incident  to  the  Panamanian  feeling 
of  resentment  at  the  Dingley  Act  order  of  June  24,  to  which  I  have 
already  referred.  As  a  result  of  the  oi^der  of  December  3  and  its 
modifications,  however,  the  President  of  Panama  put  into  operation 
the  currency  law,  and  the  new  coins  were  minted  at  the  Philadelphia 
mint  and  were  put  into  circulation  on  February  12, 1905,  on  the  Isthmus. 
The  Panamanian  Government  made  the  deposit  required  by  the  con- 
tract with  the  Bankers'  Trust  Company  of  New  York,  by  an  agree- 
ment of  May  3,  1905.  The  Colombian  silver  was  all  purchased  at  a 
satisfactory  premium  and  the  new  coinage  easily  substituted  for  the 
old.  Previous  to  this  time  it  had  been  necessarv,  in  the  operations  of^ 
the  Commission  on  the  Isthmus,  for  General  Davis  to  advertise  for 
Colombian  silver  in  exchange  for  United  States  currency.  The  fol- 
lowing, from  a  report  of  the  acting  general  auditor,  shows  the  fluctu- 
ating prices  at  which  General  Davis  was  obliged  to  buy  the  Colombian 
silver  for  issue  on  the  Isthmus: 


I  Amount 
!  -'  received 

Amount   i  Colom- 
sold,       j     bian 
Date  of  sale.  |    United      pesos  for 

states  cur-  ■      one 

rency.     i    dollar 
I  ,   Ameri- 

I  i      can. 


Mav28,1904 ♦ $15,000  2.17* 

June  13.  1904 !  16,000  '  2.14i 

Julys,  19W I  20,000  I  2.10* 

Julyao.  1904 30.000  ,  2.10* 

Aug.ll.l9a4 60,000  2.11H 


Sept.  17.1904 50,000  I  2.06* 

Oct.  10,  1904 40,000  i  2.13,^ 

Oot.27,1904 1  40,000  2.13A 

Nov.  11,  1904 1  40,000  !  2.14* 

Nov.28,1904 1  65,000  ,  2.14* 

Dec.23,1904 1  80,000  2.14* 

(During  the  reading  of  the  above  table  the  following  occurred.) 

Senator  Knox.  What  do  these  figures  mean — 2  per  cent  and  ,V%?  or 
what? 

Secretarv  Taft.  Yes;  2  per  cent. 

Senator  Taliaferro.  Does  it  mean  a  premium  on  the  silver? 

Secretary  Taft.  It  means  a  premium  on  the  silver,  and  it  varied 
between  the  gold  dollar  and  the  silver  dollar.  It  is  what  they  express 
as  exchange. 

Senator  Knox.  Yes. 

Secretary  Taft.  And  of  course  as  it  is  higher  it  is  less  expensive  to 
the  Government. 

Senator  Knox.    For  $1  in  gold  you  get  $2.12  in  silver? 

Secretary  Taft.  That  is  it. 

At  this  time,  in  the  spring  of  1905,  I  received  overtures  from  the 
International  Banking  Company,with  which  I  had  been  familiar  in  the 
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Philippines.  It  bad  a  branch  in  Manila,  and  is  one  of  the  depositories 
of  Philippine  funds  in  this  cou  ntry .  It  proposed  to  do  the  banKing  bosi- 
ness  of  tne  Commission  on  the  Isthmus,  and  asked  to  be  made  a  tiscaf  agent 
of  the  Government  by  the  Secretary  of  the  Treasury  at  Panama.  I  was 
not  inclined  to  yield  to  their  proposal,  for  the  reason  that  I  doubted  their 
ability  to  furnish  all  the  silver  money  which  we  would  need,  to  pay  oflf  Uie 
native  laborers.  I  knew  that  there  were  on  the  Isthmus  three  or  four  busi- 
ness firms  which  did  a  general  merchandising  and  commission  business 
and,  i  n  connection  with  this,  a  considerable  banking  business.  These  were 
the  firms  to  whom  would  go,  in  the  course  of  their  business,  a  great 
deal  of  the  silver  expended  by  the  employees  of  the  Commission;  and 
unless  1  could  secure  the  cooperation  of  substantially  all  the  bankers 
on  the  Isthmus,  I  was  afraid  that  it  might  be  difficult  for  an  American 
bank,  just  established,  to  secure  the  supply  of  silver  needed  by  the 
Government.  I  knew  that  there  is  nothmg  which  more  demomlizes  a 
body  of  ignorant  laborers  than  a  failure  to  pay  wages  on  the  dot,  and 
that  we  must  at  all  events  be  certain  that  tne  money  would  be  there 
on  the  Isthmus  for  this  purpose.  As  the  Panama  llailroad  Company- 
was  interested  equally  with  the  Canal  Commission,  and  as  Mr.  Crom- 
well, counsel  for  the  railroad  company,  had  a  wide  acquaintance  with 
the  Panamanian  merchants  of  the  Isthmus  and  the  bankers,  I  sent 
for  him  and  asked  him  whether  he  could  not  secure  cooperation 
between  all  the  bankers  on  the  Isthmus,  so  that  there  would  be  no 
exclusion  of  any  proper  interest  in  an  agreement  to  do  the  business  of 
the  Government. 

The  ttisk  was  a  difficult  one.  I  talked  with  Mr.  Brandon,  one  of  the 
bankers,  and  with  Mr.  Hermann,  another  of  the  bankers;  but  after  a 
time  Mr.  Cromwell  succeeded  in  getting  them  together  and  agreein] 
upon  the  percentage  of  the  Government  business  which  each  shouL 
receive.  I  indicated  what  I  thought  to  be  the  proper  form  of  agree 
ment  as  between  the  Government  and  the  bankers,  and  the  agreement 
was  sent  to  me  for  examination  and  correction.  It  was  thought  wise 
to  make  as  parties  to  the  agreement  not  only  the  Canal  Conmiission 
and  the  Panama  Railroad  Company,  but  also  the  Republic  of  Panama, 
in  order  that  the  business  to  be  done  might  be  large  enough  to  furnish 
a  good  motive  for  a  union  of  the  bankers  in  the  agreement.  The 
agreement  was  signed  on  the  29th  of  April,  H)05.  Without  stating 
the  agreement  between  the  bankers  themselves  as  to  meeting  the  obli- 
gations on  their  part  to  be  performed,  in  effect  it  provided: 

First.  That,  upon  ten  davs'  notice,  the  Commission  and  the  railroad 
company  and  the  Panama  Government,  in  exchange  for  drafts  on  New 
York,  could  obtain  all  the  Panamanian  silver  they  needed  ever}"  fifteen 
days  at  the  flat  rate  of  2  Panamanian  silv^er  pesos  for  each  American 
dollar  in  the  draft.  In  other  words,  the  exchange  of  silver  for  the 
draft  on  New  York  was  without  expense  to  the  Commission  or  the 
Panama  Railroad  Company. 

Second.  It  provided  that  the  Commission,  the  Railroad  company, 
and  the  Panamanian  Government  could  deposit  United  States  currency 
with  the  bankers  and  obtain  drafts  on  New  York  for  it  at  one-half  of 
1  per  cent.  Of  course  this  provision  did  not  aflfect  the  Commission  or 
the  railroad  companv  particularly,  l)ecause  it  was  quite  unlikely  that 
they  would  have  any  United  States  currency  which  they  would  desire  to 
transmit  to  New  York.  The  Panamanian  Government  might  perhaps 
desire  to  use  this  clause,  though  even  that  was  unlikely. 
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Third.  It  provided,  in  effect,  that  if  the  Commifjsion,  the  railroad 
company,  or  the  Panamanian  (xovernment  desired  to  obtain  from  the 
bankers  United  States  money  in  exchange  for  a  draft  on  New  York, 
they  could  do  so  at  the  rate  of  three-fourths  of  1  per  cent.  1  was 
informed  that  the  expense,  without  insurance,  of  transmitting  cur- 
rency from  New  York  to  Panama  was  three-eighths  of  1  per  cent. 
What  the  insurance  would  be  I  do  not  know,  but  probably  this  rate 
would  give  the  bankers  some  profit,  which  they  certainl}^  were  entitled 
to  for  tne  trouble  and  annoyance  of  furnishing  free  the  large  amount 
of  silver  which  they  were  likely  to  have  to  furnish  to  the  Commission 
under  the  first  provision  of  this  agreement. 

Fourth.  The  agreement  provided,  in  order  to  save  the  American 
employees  of  the  Commission  who  wished  to  send  pait  of  their  pa}'  to 
the  United  States,  that  the  bankers  should  not  charge  them  an 
exchange  rate  for  mone}^  thus  transmitted  exceeding  li  per  cent. 
This,  of  course,  was  not  intended  to  prevent  competition  between  the 
bankers  with  respect  to  the  rate  of  exchange  for  employees,  and,  in 
fact,  it  did  not  do  so,  for  1  have  been  reliably  advised  that  except  at 
short  intervals  the  exchange  on  New  York  was  much  lower  and  at 
times  was  given  to  the  employees  for  nothing.  This  might  readily  be 
the  case,  in  view  of  the  fact  that  the  banks  were  receiving  so  much 
exchange  on  New  York  through  this  agreement  from  the  Isthmian 
Canal  Commission  and  the  railroad  company. 

The  operation  of  the  agreement  has  been  in  every  way  satisfactory, 
except  t-nat  it  has  thrown  a  great  burden  of  responsibility  on  the  dis- 
bursmg  officer  in  drawing  out  about  one-quarter  of  a  million  doUai-s' 
worth  of  silver  eveiy  fifteen  days  and  the  maintaining  of  the  custody 
of  it  in  his  own  safe.  More  than  that,  the  increasing  operations  of  the 
Commission  have  made  it  more  and  more  difficult  for  the  banks  to 
obtain  the  silv^er  which  the  Government  needs.  In  June,  1906, 1  found 
it  necessary  to  exercise  the  privilege  given  me  by  the  currency  agree- 
ment of  June  20,  1904,  to  request  the  issuance  of  1,000,000  more 
pesos  bv  the  Panamanian  Government,  and  this  request  was  complied 
with.  When  I  was  on  the  Isthmus,  in  November,  1905, 1  was  visited  by 
a  committee  of  bankers,  who  stated  to  me  that  the  silver  was  getting 
scarce  and  requested  that  I  exercise  the  privilege  again  of  demanding 
another  issue  of  1,000,000  pesos,  but  I  was  not  convinced  that  the 
necessity  existed  and  I  thought  it  wise  to  be  conservative,  so  as  not  in 
any  way  to  imperil  the  parity  of  the  coins  with  their  legal  value. 

^nator  Hopkins.  In  the  hearings  a  question"  was  raised  as  to 
whether  the  Government  employees  down  there  ought  not  to  have 
exchange  without  anv  expense.    *Do  you  discuss  that  here  ? 

Secretary  Taft.  No,  sir.  They  get  the  exchange  now,  as  you  will 
see  when  I  get  on,  by  postal  orders. 

Senator  Hopkins.  Yes. 

Senator  Morgan.  By  postal  oiders? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  How  long  since? 

Secretary  Taft.  At  the  domestic  rate. 

Senator  Morgan.  How  long  since? 

Secretary  Taft.  The  order  was  issued  the  1st  of  April.  I  had  a 
<»blegram  several  days  ago  asking  me  to  transmit  directions  to  the 
postal  authorities  here  and  complete  the  arrangements. 

Senator  Morgan.  So  it  has  just  now  gone  into  effect? 
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Secretary  Taft.  Yes,  sir.  Understand,  Senator,  I  do  not  know  that 
it  has  all  been  adjusted.     I  issued  the  order  on  the  1st  of  April. 

Senator  Morgan.  That  is  the  first  provision  that  has  been  made  for 
the  transmission  of  funds  by  postal  order? 

Secretary  Taft.  Yes,  sir* 

Senator  Taliaferro.  Is  the  mte  the  same  as  the  domestic  rate 
charged  in  this  country  on  postal  orders? 

Secretary  Taft.  Yes,  sir. 

Senator  Taliaferro.  Do  you  discuss  there,  Mr.  Secretary,  at  all 
the  question  of  giving  these  employees  Treasury  drafts  for  what  they 
may  desire  to  send  to  the  States? 

Secretary  Taft.  No,  sir;  but  I  do  not  see  any  objection  to  doing  it* 
if  you  follow  the  course  that  I  recommend. 

Senator  Taliaferro.  Yes.     You  think  it  is  a  proper  provision? 

Secretary  Taft.  I  do.  I  think  any  encouragement  to  saving  at  home 
is  a  good  one. 

Senator  Hopkins.  You  reach  that  later  on  in  your  discussion  ? 

Secretary  Taft.  Yes,  sir.  'I  do  not  treat  of  that  specifically,  but  if 
you  follow  the  recommendation  that  I  make  there  will  be  no  difficulty 
in  making  such  an  arrangement. 

The  truth  is.  Governor  Magoon  told  me  that  he  thought  that  prob- 
ably 75  per  cent  of  all,  the  money  that  had  come  north  now  from  the 
employees  had  been  furnished  to  them  for  nothing,  because  the3'  have 
this  enormous  mass  of  exchange  on  New  York  that  they  set  every 
month  or  every  two  weeks.  This  agreement  was  only  intended  to  fix 
a  maximum  to  prevent  abuse.     That  was  all. 

The  total  cost  under  this  agreement  to  the  Government  of  the  United 
States  for  the  transfer  of  $6,000,000,  during  the  life  of  this  monetary 
agreement,  to  the  Isthmus  and  its  exchange  into  silver  has  been 
$16,350.  To  show  this  I  append  a  statement  by  the  acting  general 
auditor,  marked  ''Exhibit  9.'  This  is  at  the  mte  of  a  little  more 
than  one-quarter  of  1  per  cent.  It  seems  to  me  that  the  cheapness  with 
which  this  has  been  done  vindicates  in  every  way  the  wisdom  of  the 
agreement  when  made. 

In  reaching  that  one-quarter  of  1  per  cent  of  course  the  rate  was 
three-quarters  of  1  per  cent,  but  we  paid  nothing  for  the  exchange 
from  a  draft  on  New  York  into  silver  money.  That  is  a  bank  ti*ans- 
action,  and  ordinarily  costs  something.  Therefore  in  getting  at  what 
the  cost  of  the  agreement  was  to  the  United  States  it  is  fair  to  take 
into  consideration  not  only  the  percentage  on  what  was  charged  in  the 
agreement  as  percentage,  but  also  the  total  transaction,  which  amounts 
to  $6,000,000,  transmitting  that  86,000,000  from  New  York  to  Panama, 
its  exchange  into  silver;  and  at  that  rate  it  is  one-quarter  of  1  per  cent* 

I  have  been  advised,  however,  in  a  number  of  different  ways,  that 
the  bankers  on  the  Isthmus  have  not  been  satisfied  with  the  profits 
which  they  have  made  with  the  operations  under  this  agreement. 
They  complain  that  the  increase  in  tne  operations  of  the  Government 
^  has  produced  a  scarcity  in  siWer  which  requires  a  longer  preparation 
than  ten  days  for  them  to  accumulate  the  amount  needed  for  the  semi- 
monthly pay  roll. 

I  should  be  willing  to  make  an  agreement  with  them  advancing 
somewhat  the  rates  of  exchange  and  also  req^uest  the  coinage  of  the 
remaining  1,500,000  pesos,  which  it  is  my  privilege  to  ask  under  the 
currency  agreement  with  the  Panama  Government,  were  it  not  that  I 
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deem  this  to  be  only  a  temporary  remedy,  and  it  seems  to  me  that  the 
time  has  arrived  for  a  more  permanent  arrangement,  so  that  we  shall 
not  be  subjected  at  any  time  to  the  possibility  of  stringency  on  the 
Isthmus  in  our  financial  operations. 

I  am  in  receipt  of  a  letter  from  Mr.  Shonts,  written  while  he  was  en 
route  to  the  Isthmus  and  inclosing  a  report  from  Mr.  Williams,  the 
disbursing  officer  on  the  Isthmus,  in  which  Mr.  Williams  makes  cer- 
tain recommendations.  I  append  Mr.  Shonts's  letter  and  Mr.  Wil- 
liams's report  as  Exhibit  10.  Mr.  Williams  shows  an  entirely  nat- 
ural impatience  with  some  features  of  the  present  bankers'  agreement 
because  it  throws  a  great  burden  of  responsibility  upon  him.  His 
estimate  as  to  the  cost  of  the  agreement  with  the  Government,  should 
it  continue,  is,  I  think,  an  error,  if  I  understand  it;  but  what  he  says, 
especially  in  respect  to  future  ari'angements,  is  worthy  of  consideration. 

On  the  10th  of  this  month  I  received  from  Mr.  Shonts  the  following 
telegram: 

Sechetary  of  War,  Washington: 

We  are  to-day  drawing  our  last  draft  for  funds  under  bankers'  agreement  expiring 
April  29.  While  this  agreement  has  worked  fairly  satisfactorily  there  has  been  con- 
Btknt]y  increasing  scarcity  of  CJolombian  silver  latterly.  The  bankers  have  notified 
our  disbursing  officer  that  they  required  more  than  ten  days'  notice  because  of  this  t 
scarcity.  We  have  therefore  been  fearful  each  pay  day  that  the  bankers  would  be 
absolutely  unable  to  furnish  the  money  required  for  next  pay  day.  This  would 
mean  disaster  to  us  as  we  could  not  explain  our  failure  to  have  funds  for  meeting 
payments  to  class  of  labor  here. 

In  case  another  agreement  is  entered  into  with  these  bankers  we  should  reserve  the 
right  to  bring  in  any  part  or  all  of  funds  necessary  from  the  United  States  in  case 
bankers  do  not  have  the  money  in  possession  a  reasonable  length  of  time  before  each 
pay  period.  The  present  agreement  provides  no  penalty,  but  penalty  would  be  of 
no  practical  use  in  case  of  failure;  therefore  it  is  necessary  for  us  to  know^hat  the 
money  is  actually  here  and  available  a  sufficient  time  before  pay  period,  so  that  in 
case  money  should  not  be  available  we  should  have  time  to  bnng  in  ourselves. 

We  r^ard  present  situation  as  extremely  serious,  and  in  case  a  fair  apeement  can 
not  be  made  with  these  people,  believe  we  should  control  arrangement,  either  through 
some  reputable  banking  company  or  through  subtreasury. 

The  most  essential  thing  is  maintenance  of  parity. 

Shontb. 

I  answered  the  above  by  the  following  dispatch: 

Shontb,  Panama: 

Your  cable  of  April  10  received,  also  your  letter  of  April  1  and  Williams's  reports. 
Present  tinkers'  contract  does  not  prevent  our  importing  gold  or  United  States  cur- 
rency, if  we  desire,  but  my  difficulty  in  making  effort  to  renew  it  is  more  serious^  It 
is  quite  evident  that  bankers  are  not  satisfied  with  profits  they  have  made  out  of 
present  contract  and  that  we  can  not  renew  it  on  same  terms.  I  should  be  willing 
to  renew  on  somewhat  better  terms  for  them,  and  request  under  our  arrangement 
from  the  Government  of  Panama  the  issue  of  another  million  pesos  to  relieve  increas- 
ing scarcity  of  silver  if  it  offered  permanent  remedy  for  conditions  we  must  antici- 
pate. This  would  be  less  expensive,  probably,  than  any  other  course,  but  it  would 
not  be  permanent.  Silver  would  agam  become  scarce  as  our  operations  grew,  and 
more  would  soon  be  needed. 

Another  remedy  commends  itself.  By  our  currency  arrangement  with  Panama, 
U  has  made  our  American  gold  dollar  the  legal  monetary  standard  in  the  Republic. 
The  Panama  peso,  although  largest  coin  now  actually  in  use,  is  by  law  equivalent  to 
50  cents  gold,  our  money.  No  objection,  therefore,  can  exist  to  actual  introduction 
AjDerican  gold  dollars  into  circulation.  VVilliams*s  reports  show  impatience  with 
bankers'  agreement  natural  in  disbursing  officer  upon  whom  present  arrangement 
places  so  much  responsibility.  He  seems  to  be  in  error  as  to  cost  under  renewed 
agreement.  But  he  does  show  that  gold  can  be  used  now  with  native  labor,  and 
that  time  has  arrived  for  following  his  suggestion  of  abolishing  distinction  between 
^Id  and  silver  rolls.  We  can  import  gold  from  United  States.  On  the  Isthmus  we 
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can  take  in  or  obtain  as  much  silver  as  is  easily  available  without  special  bankers' 
agreement,  and  thus  aid  in  maintaining;  parity.  To  secure  reasonable  rates  of 
exchange  for  employees,  we  can  sell  postal  money  orders  on  United  States  at  same 
as  domestic  rates  heVe. 

Senator  Morgan.  Mr.  Secretar3%  may  I  ask  you  there,  where  you 
speak  of  actual  gold  dollars,  do  you  mean  the  coin  that  we  used  to  mint 
here  ? 

Secretary^  Taft.  It  refers  to  the  gold  dollar  and  its  multiples;  so 
that  what  they  do  use  on  the  Isthmus  now,  so  Mr.  Williams  states  in 
this  report  that  I  append,  is  the  $5  gold  piece. 

Senator  Morgan.  You  do  not  recommend  that  the  Government 
shall  return  to  the  mintage  of  the  gold  dollar? 

Secretary  Taft.  Oh,  no.  All  I  recommend  is  that  we  send  up  here 
and  get  the  $5  gold  pieces. 

Senator  Morgan.  Ves. 

Secretary  Taft.  Many  of  the  laborers  on  the  Isthmus  are  Jamai- 
cans, and  men  from  some  other  of  the  English  colonies,  and  Mr.  Wil- 
liams reports  that  they  take  a  $5  gold  piece,  some  of  which  have  come 
out  there,  regarding  it  as  a  pound;  so  that  he  thinks  there  would  be 
no  difficultv  in  pa3'ing  them  off  in  that. 

.  Senator  Morgan.  Just  one  more  question,  not  connected  with  your 
testimony  particularly,  that  I  want  to  ask  \'ou:  Are  your  observations 
and  recommendations  to  this  committee  an  indication  that  you  expect 
or  wish  this  committee  to  take  up  this  financial  question,  or  that  it  shall 
go  to  the  Committee  on  Finance,  where  I  understand  the  Senate  has 
referred  it? 

Secretary  Taft.  Oh,  I  do  not  think  you  ought  to — of  course,  it 
is  not  for  me  to  say  what  committee  tlie  Senate  ought  to  send  its 
matters  to. 

Senator  Morgan.  The  Senate,  as  I  understand,  has  referred  this 
question  to  the  Committee  on  Finance. 

Seeretar}^  Taft.  Has  it?  I  did  not  known  that.  1  ought  to  say 
with  respect  to  that  that  the  Finance  Committee  interrogated  me  on  a 
good  many  auestions  which  they  did  not  put  into  the  record,  for  the 
reason  that  tney  did  not  wish  to  appear  to  be  infringing  on  the  juris- 
diction of  this  committee.  And  when  the  question  came  up  before 
them  of  whether  the  bankers'  agreement  was  a  good  one  or  not,  Sena- 
tor Bailey  said:  '^That  is  not  a  part  of  our  investigation,-'  from  which 
I  inferred  that  the  onh'^  thing  that  they  were  looking  into  was  the  ques- 
tion whether  I  had  usurped  the  treaty-making  function  of  the  Presi- 
dent and  the  Senate;  and  therefore  1  did  not  understand  from  their 
statement  that  they  were  going  to  make  anj"  further  investigation 
into  the  matter. 

Senator  Morgan.  Then  it  remains,  in  your  judgment,  for  this  com- 
mittee to  suggest  or  recommend  whatever  provision  may  be  necessary  f 

Secretiiry  Taft.  Yes,  sir.  With  deference  to  the  Senate,  I  should 
think  it  was  very  unwise  to  make  two  bites  of  this  subject.  1  should 
think  the  whole  subject  should  be  before  this  committee. 

Senator  Morgan.  I  merely  did  not  know  what  the  action  was,  or 
the  limit  of  the  action  that  has  been  taken,  or  the  desire  of  the  Admin- 
istration. I  want  to  follow  the  desire  of  the  Administration  about 
matters  of  this  kind. 

Secretarv  Taft.  We  are  presenting  all  canal  matters  before  tliis  com- 
mittee, and  I  am  quite  sure  that  if  you  confer  with  the  members  of 


INVESTIGATION   OF   PANAMA   CANAL   MATTERS.  2537 

the  Finance  Committee  you  will  find  that  there  is  no  disposition  on 
their  part  to  take  up  this  question  any  further. 

Senator  Morgan.  1  agree  so  thoroughly  with  your  suggestion  about 
establishing  an  American  bank  within  the  Zone  that  1  wanted  to  know 
whether  it  was  a  matter  that  we  ought  seriously  to  consider  or  whether 
we  should  merely  regard  it  incidentall3\ 

Secretary  Taft.  I  think  you  ought  to,  Senator.  [Continuing  read- 
ing:] 

This  arrangement,  while  more  costly  to  Government  than  present  arrangement, 
will,  I  think,  meet  situation  until  Congress  can.  give  us  authority  necessary  to 
secure  establishment  in  the  Canal  Zone  of  American  bank  as  Government  depository, 
through  which  we  can  conduct  financial  transactions  and  in  which  we  may  safely 
allow  disbursing  officers  to  keep  money  needed. 

There,  Senator  Hopkins,  is  what  I  had  in  mind.  If  you  have  an 
American  bank  down  there  the}'^  can  pay  any  of  the  employees  as  they 
wish  in  their  checks  on  New  York.     [Continuing  reading:] 

If  you,  after  conference  with  Stevens,  Magoon,  and  Williams,  concur  with  these 
suggestions,  issue  immediate  orders  for  shipment  of  necessary  gold  next  payment. 
I  have  submitted  your  dispatch  to  President  and  Secretary  of  Treasury,  and  they 
approve  of  this  answer.  Let  Magoon  show  this  dispatcli  to  President  Amador  before 
action. 

Taft. 

I  ought  to  say  that  President  Amador  had  sent  word  through  Gov- 
ernor Magoon,  I  think  it  was,  to  know  whether  we  were  going  to 
renew  the  bankers'  agreement,  and  as  he  was  a  party  to  that  agree- 
ment I  thought  it  was  wise  that  there  should  be  notice. 

I  have  a  reply  to  the  above  from  Mr.  Shonts,  as  follows: 

Secretary  of  War,  JVashington: 

Referring  to  your  cable  of  April  11.  In  the  absence  of  any  agreement  with  bankers, 
all  agree  that  your  suggestion  we  use  American  gold  brought  bv  us  from  the  United 
States  must  be  adopted.  Am  of  opinion  that  we  can  use  gold  for  not  less  than  two- 
thirds  amount  required,  the  remainder  to  be  Panama  silver,  which  we  will  secure  by 
selling  Williams's  drafts  on  subtreasury  New  York,  and  later  by  sale  of  post-oflBce 
naoney  orders  as  soon  as  system  is  inaugurated.  This  will  undoubtealy  secure 
required  amount  of  silver.  Determination  will  be  communicated  to  President 
Amador  before  being  put  into  effect.  Williams  has  sufficient  funds  on  hand  for 
April  pay  rolls. 

Shonts. 

I  do  not  know  that  I  need  to  elaborate  what  I  stated  in  my  telegram 
to  Mr.  Shonts.  My  information  that  the  native  laborers  will  receive 
the  five-dollar  gold  pieces  is  based  on  the  statement  of  Mr.  Williams, 
the  diabursing  officer. 

I  recommend  that  Congress  authorize  the  establishment  of  the  bmnch 
of.  some  American,  bank  upon  the  Isthmus,  subjecting  it  to  an  exami- 
nation b}'  one  of  the  bank  examiners  under  tne  Comptroller  of  the 
Currencv,  and  that  the  President  or  the  Secretary  of  War  be  author- 
ized to  direct  the  deposit  of  Government  funds,  both  of  the  Commis- 
sion and  of  the  railroad  company,  in  the  bank,  taking  from  the  bank 
ample  security,  the  President  or  the  Secretary  of  War  to  fix  the  proper 
rate  of  exchange  in  the  fiscal  operations  of  the  Commission  and  the 
railroad  company.  In  this  way  we  can  relieve  our  disbursing  officers 
of  a  great  burden  in  the.  custody  of  funds,  pay  many  of  the  salaries 
in  checks  on  the  bank,  and  in  every  way  relieve  ourselves  from  the 
cumbersome  methods  now  imposed  on  us  in  making  our  payments. 
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AUTHORITT  OF  THE  PRESIDENT,  ACTING  THROUGH  THE  COMMISSIOl^ 
OB  OTHER  AGENT,  TO  MAKE  TEMPORARY  ARRANGEMENTS  WITH  THE 
REPUBLIC  OF  PANAMA. 

I  think  that  I  have  sufficiently  indicated  the  ground  on  which,  by 
my  advice,  the  President  authorized  the  entering  into  and  execution  of 
the  various  revocable  or  temporary  arrangements  made  with  the 
authorities  of  the  Republic  of  Panama  as  to  the  currency;  as  to  the 
stipulations  of  the  bankers'  agreement;  as  to  the  delimitation  of  the 
boundaries  of  the  Zone;  as  to  the  establishment  of  ports,  the  arrange- 
ment for  customs,  the  terms  for  conducting  the  hospitals  in  and  out 
of  the  Zone,  and  other  matters. 

The  suggestion  is  that  in  the  making  of  these  arrangements  the  Pres- 
ident or  his  agents  usurped  the  treaty-making  power,  which,  by  the 
Constitution,  is  intrusted  to  the  President  and  the  Senate.  As  I  have 
already  said,  I  do  not  think  that  Senator  Baile}',  of  the  finance  com- 
mittee, or  any  of  his  colleagues  regard  such  arrangements  as  violative 
of  the  Constitution.  On  the  contrary,  I  gathered  from  the  discussions 
in  the  finance  committee,. contained  in  the  hearings  of  that  committee 
as  printed,  that  the  committee  was  unanimously  of  the  opinion  that 
sucn  arrangements  could  be  lawfully  made  and  executed  by  the  Execu- 
tive in  pursuance  of  the  duties  imposed  by  statute  and  bj^  treaty  upon 
him.  By  the  Spooner  Act  the  President  was  authorized  and  directed 
to  construct  the  canal  across  the  Isthmus  of  Panama  if  certain  condi- 
tions were  fulfilled.  By  the  treaty  with  Panama  the  governmental 
control  over  an  undefined  zone,  and  a  zone  in  certain  respects  undefin- 
able  (except  by  further  adjustment  and  agreement  with  the  Panamanian 
authorities),  was  ceded  by  the  Republic  of  Panama  to  the  United 
States. 

By  the  act  of  April  28, 1904,  the  President  was  dil'ected  to  take  pos- 
session of  this  undefined  zone  and  to  govern  the  same  through  his 
agents.  It  was  impossible  for  him  to  comply  with  the  directions  of 
Congress  under  these  circumstances  unless  he  could  effect  such  tempo- 
rary arrangements  as  he  has  effected.  He  was  enjoined  through  the 
Commission  to  send  agents  who  were  to  organize  a  large  force  of  engi- 
neers, employees,  and  laborers  in  a  strip  of  country  in  the  midst  of  a 
foreign  people  and  in  the  middle  of  a  foreign  State;  to  exercise  com- 
plete and  exclusive  jurisdiction  in  an  undefined  territory,  and  to  exer- 
cise a  limited  jurisdiction  for  the  enforcement  of  sanitary  ordinances 
in  cities  of  the  Republic  of  Panama.  He  was  directed  to  build  the 
canal  and  carry  on  very  large  fiscal  operations  in  a  country  where 
there  was  an  insufficient  currency  and  one  with  a  different  monetary 
standard  from  our  own.  He  must  employ  to  pay  a  large  part  of  the 
laborers  the  local  money  of  Panama.  He  must  secure  that  in  some 
way.  By  agreement  with  Panama  it  could  be  done  temporarily  at 
least.  The  power  to  establish  a  modus  vivendi  in  respect  of  the  many 
matters  in  which  the  two  jurisdictions  must  come  into  contact  wits 
indispensable  to  the  execution  of  the  mandates  of  Congress. 

(The  Committee  thereupon  adjourned  until  to-morrow,  Thursdav, 
April  19,  1906,  at  10.30  o'clock  a.  m.) 


investiqation  of  panama  canal  matters.  2539 

Committee  on  Interoceanio  Canals, 

United  States  Senate, 
Thursday,  April  19,  1906. 
The  committee  met  at  10.30  o'clock  a.  m. 

Present:  Senators  Millard  (chairman),  Kittredge,  Dryden,  Hopkins, 
Ankeny,  Morgan,  Taliaferro,  and  Simmons. 

8TATEMEHT  OF  HON.  WILLIAM  H.  TAFT— Continned. 

The  Chairman.  Proceed,  Mr.  Secretary. 

Secretary  Taft.  I  had  reached  yesterday,  gentlemen,  the  subject  of 
the  power  of  the  President  to  make  arrangements  or  a  modus  vivendi, 
pointing  out  the  reasons  why'  it  was  absolutely  necessaiy.  The  power 
to  establish  a  modus  vivendi  in  respect  of  the  many  matters  in  which 
the  two  jurisdictions  must  come  into  contact  was  indispensable  to  the 
execution  of  the  mandates  of  Congress. 

the  old  commission,  its  work  and  the  reasons  for  its  retirement; 
THE  reorganization;  the  new  commission  and  its  work. 

The  Commission  which  was  appointed  on  the  3d  of  March,  1904, 
with  Admiral  Walker  at  its  head,  did  a  great  deal  of  very  hard  work. 
It  was  composed  of  able  and  honest  men,  and  in  certain  directions  it 
secured  admirable  results.  Messrs.  Burr,  Parsons,  Grunsky,  and 
Harrod  were  excellent  engineers,  and  were  well  adapted  to  direct  the 
engineering  surveys  which  were  projected  and  begun  before  a  chief 
engineer  was  appointed.  General  Davis,  although  not  by  profession 
an  engineer,  is  nevertheless  much  better  qualified  to  speaK  on  engi- 
neering subjects  than  most  engineers. 

General  Davis  was  an  admirable  man  for  the  organization  of  the 
government  of  the  Zone — painstaking,  hard-working,  clear-headed, 
economical,  courageous,  and  loyal.  He  was  generally  absent  from  the 
deliberations  of  tne  Commission,  which  usually  met  at  Washington, 
and  he  exercised  no  authority  on  the  Isthmus  other  than  as  governor  and 
supervisor  of  the  sanitation  measures.  He  is  not,  therefore,  to  be  held 
responsible  for  such  shortcomings  of  the  Commission  as  may  appear. 

Admiral  Walker  had  had  a  great  deal  of  experience  in  the  investigation 
of  both  the  Nicaraguan  and  the  Panama  canals,  knew  the  Isthmus  well, 
and  had  been  an  able  naval  officer.  In  the  selection  of  the  chief  engineer, 
and  in  the  organization  of  the  government  of  the  Zone  and  tne  pre- 
liminary engineering  work,  in  the  organization  of  the  sanitary  force, 
the  selection  of  the  chief  sanitary  officer,  in  the  enactment  of  the  laws 
for  the  Zone,  the  Commission  showed  itself  well  adapted  to  the  work 
which  lay  before  it. 

The  old  Commission  organized  the  sanitary  department  under  Colo- 
nel Gorgas,  and  it  is  entitled  to  credit  for  the  success  which  has 
attended  Colonel  Gorgas's  efforts,  although  of  course  Colonel  Gorgas 
himself  is  the  chief  agent  in  having  brought  this  about.  I  have  been 
at  times  inclined  to  doubt  whether  the  Colonel's  plans  were  best 
adapted  to  the  speedy  sanitation  of  the  Isthmus,  and  whether  he  had 
the  executive  ability  which  would  lead  to  satisfactory  results;  but  I 
am  entirely  willing  to  admit  that  he  has  vindicated  his  theories  and 
has  carried  them  to  a  logical  conclusion  and  has  wrought  a  wonderful 
change  in  the  health  conditions  on  the  Isthmus. 
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The  Coamiission  also  began  under  Mr.  Wallace  the  work  of  recon- 
structing the  old  French  houses  in  which  it  is  intended  that  the 
employees  and  laborers  shall  live  and  had  reconstructed  about  350  out 
of  2,100  when  Mr.  Wallace  left.  They  constructed  a  hotel  at  Corizal 
and  a  hotel  at  Culebra,  and  they  projected  and  almost  completed  before 
the}^  were  retired  the  water  suppl}^  for  the  city  of  Panama,  and  for 
many  of  the  other  towns  in  the  Zone.  The}^  attempted  to  secure  the 
needed  employees  to  ntake  the  working  force  on  tne  Isthmus.  The 
application  of  the  civil  service  law  in  a  modified  form  and  their  reliance 
on  the  Civil  Service  Commission  to  furnish  employees  did  not  result 
fortunately.  I  append  statements  by  Mr.  Pepperman  and  Mr.  Cooley 
on  this  subject,  marked  '^  Exhibit  ll."  The  truth  is  that  neither  the 
Washmgton  bureau  of  the  Commission  nor  the  Civil  Service  Commis- 
sion was  able  to  furnish  the  skilled  workmen  and  "outside"  employees 
that  were  re(^uired.  The  Civil  Service  Commission  did  not  have  eligi- 
bles  of  the  kmd  needed  or  machinery  to  secure  them.  This  country 
was  prosperous,  most  people  who  would  have  been  useful  on  the 
Isthmus  had  employment,  and  it  was  difficult  to  secure  the  kind 
of  men  who  were  wanted.  Mr.  Wallace  complained  greatly  of  the 
incompetency  of  the  men  who  were  sent  to  hmi,  and  I  am  bound  to 
say  that  his  complaints  were  well  founded.  I  do  not  think  that  in  this 
respect  the  Commission  met  the  situation.  The  application  of  the 
civil  service  law  could  have  been  modified  to  meet  the  exigencies,  as  it 
has  been  since.  It  would  have  been  better  if  they  had  sent  out  com- 
petent, professional  employers  of  labor  to  secure  the  proper  men,  as 
the  new  Commission  has  since  done.  As  the  work  expanded  and  the 
demand  for  men  grew  greater,  the  defect  of  its  organization  in  this 
respect  became  more  apparent. 

The  work  of  excavation  whirh  was  done  by  Mr.  Wallace  under  the 
old  Commission  at  Culebra  was  carried  on  largely  for  the  purpose  of 
experiment.  I  do  not  feel  competent  to  pass  judgment  on  tne  wisdom 
of  what  was  done  there.  The  use  of  the  Belgian  engines  and  the 
French  tracks  and  the  small  cars  and  the  old  E^rench  dumps,  which 
were  not  well  placed,  and  the  lack  of  the  element  of  the  long  haul, 
which  will  probablj"  enter  largely  into  the  cost  of  most  of  the  excava- 
tion, created  such  a  difference  between  the  experimental  and  the  actual 
conditions  to  be  met  that  I  am  inclined  to  think  that  the  data  obtained 
are  not  very  valuable  and  that  the  time  and  attention  spent  might  better 
have  been  put  on  the  construction  of  houses  and  the  sanitar}'  construc- 
tion work  of  which  there  was  so  much  needed.  But  1  venture  this 
opinion  with  great  hesitation  and  with  deference  to  the  judgment  of 
Mr.  Wallace  and  the  professional  engineers  of  the  old  Commi>sion. 
Certainly  the  excavation  of  700,000  cubic  yards  is  an  excavation  that 
will  not  have  to  be  done  again. 

I  am  sorr}^  to  have  been  misled  into  the  incorrect  statement  of  Mr. 
Stevens's  views  which  Mr.  Wallace  regards  as  a  slur  upon  his  work. 
From  Mr.  Stevens's  reports,  and  from  his  evidence  until  the  question 
was  definitely  put,  I  had  supposed  that  he  intended  to  say  that  some 
of  the  dumps  used  l)v  Mr.  Wallace  would  have  to  be  moved,  and 
so  some  members  of  the  committee  understood  Mr.  Stevens's  statement 
to  mean  this,  but  when  the  direct  question  was  put  it  appeared  that 
while  some  of  the  old  French  dumps  where  material  was  deposited  by 
Mr.  Wallace  would  have  to  be  moved,  none  of  the  material  which  Mr. 
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Wallace  placed  there  would  have  to  be  removed.  I  regret  the  mistake 
verv  much. 

'The  chief  defect  of  the  old  Commission,  if  I  ma}'  say  so,  became 
apparent  when  it  essa3'ed  the  tremendous  executive  task  of  perfecting 
an  organization  to  furnish  the  equipment,  the  material,  and  the  sup- 
plies reauired  in  increasing  quantity  on  the  Isthmus  as  the  work 
expandea,  with  promptness  and  dispatch.  This  was  a  complaint  which 
Mr.  Wallace  might  most  justly  niake  and  which  he  did  make.  It  was 
one  of  the  chief  obstacles  in  the  performance  of  his  task. 

I  do  not  mean  to  saj'  that  under  any  circumstances  and  under  any 
management  the  openmg  of  the  canal  project  and  the  ordering  of 
equipment,  supplies,  and  construction  material  at  such  a  long  dis&nce 
would  not  have  been  attended  with  exasperating  dela^^s,  but  it  is  quite 
apparent  that  the  methods  of  the  Commission  for  this  purpose  were 
not  businesslike,  expeditious,  or  systematic. 

The  purchasing  department  was  conducted  by  Mr.  Redfern,  who  was 
a  secretary  or  clerk  in  the  office  with  but  little  previous  experience  as 
a  purchasmg  agent.  While  he  was  a  hard  and  faithful  worker  and  did 
all  he  could,  he  was  swamped  with  the  requisitions  which  came  to  him; 
so  that  on  Februarj- 1, 1905,  when  Major  (iallagher  took  hold  he  found 
a  great  number  of  requisitions  in  the  office  of  tne  Commission  that  had 
not  even  l>een  opened.  Major  Gallagher  testified  before  this  committee 
as  follows: 

Senator  Gorman.  Durinj?  that  time,  from  the  time  of  your  employment  to  the  date 
of  the  expiration  of  the  old  Ck)mmi8Hion,  what  y/as  the  character  of  the  complaints 
of  failure  to  act  upon  requisitions  for  material  on  the  Isthmus,  made  from  the  Isthmus? 
Was  it  very  great? 

Major  (tallagher.  I  think  there  was  considerable  complaint  that  there  was  delay 
in  receiving  material.  There  was  an  accumulation  of  business  there;  there  is  no 
doubt  about  that.  The  gentleman  who  was  acting,  Mr.  Redfern,  was  overwhelmed 
with  work.  He  had  a  lew  clerks  trying  to  do  this  work,  and  there  was  a  great 
accumulation  of  these  recjuiHitions.  I  found  requisitions  there  nearly  four  months 
old  that  had  not  been  acted  upon,  and  the  principal  work  then,  of  course,  was  to  get 
these  out,  to  get  them  advertised,  and  to  try  to  get  the  material  down  there.  During 
the  month  of  April  we  opened  bids  on  twenty -two  days,  showing  the  amount  of 
material  we  were  purchasing  at  that  time. 

iSenator  Gorman.  Then  the  fault  was  the  fault  of  the  organization  rather  than  the 
failure  of  the  contractors  to  comply? 

Major  Gallagher.  There  is  no  doubt  that  the  lack  of  a  purchasing  department 
was  responsible  for  a  good  deal  of  the  delay.     If  that  department  bed  be^n  estab- 
lished earlier,  say  when  the  Commission  began  work,  I  clo  not  think  there  would 
have  been  anything  like  the  accumulation  of  requisitions  that  I  found  there. 
•  •««*«  i» 

In  my  opinion,  the  principal  delay  was  due  to  the  fact  that  there  was  no  regularly 
organized  purchasing  department,  although  there  has  been  some  delay,  due  to  con- 
tractors not  delivering  material  on  time.  But  the  princi])al  delay  was  due  to  the 
fact  that  there  was  no  regularly  organized  department  to  handle  those  requisitions 
as  soon  as  they  came  in.     *    *    *    It  has  been  thoroughly  organized  since. 

I  append  a  list  of  thirty-two  requisitions  found  by  Major  Gallagfher, 
unacted  on  when  he  entered  the  office  of  the  Commission,  February  1, 
and  a  list  of  those  on  hand  when  Mr.  Ross,  the  present  purchasing 
agent,  came  on  June  1,  marked  "Exhibit  12."" 

General  Davis,  when  I  was  on  the  Isthmus,  pointed  out  instance 
after  instance  in  which  he  had  submitted  matters  to  the  Commission 
for  decision  which  were  delayed  so  long  that  he  could  not  understand 
it.  I  sent  an  inspector  from  the  Surgeon-General's  department  to 
Panama  for  the  purpose  of  making  a  report  upon  the  sanitary  measures 
begun  and  carried  on  there.     I  directed  that  he  report  to  General  Davis, 
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to  Colonel  Gorgas,  and  to  the  chief  engineer,  but  that  he  exhibit  his 
instructions  to  no  one  else. 

The  report  of  Major  Mason,  I  think,  is  of  sufficient  interest  to  the 
committee  to  publish  it  in  full,  and  I  therefore  append  it  as  Exhibit  13. 
In  this  report  Major  Mason  states  that  the  principal  large  requisition 
for  medicme  and  medical  supplies  was  made  about  the  1st  of  August, 
1904,  and  at  the  date  at  which  he  wrote  (Februarjr  8,  1905)  not  one 
item  had  been  received,  and  that  other  large  requisitions  had  met  the 
same  fate,  and  that  Governor  Davis  told  him  that  these  requisitions 
were  approved  by  him  and  went  forward  promptly,  and  that  he  had 
done  all  in  his  power  to  get  them  filled,  and  what  the  trouble  was  he 
did  not  know.  Meantime,  he  said,  he  had  bought  what  was  most 
urgently  needed  through  the  local  markets,  and  even  articles  purchased 
in  the  local  market  had  sometimes  required  nearl}',  or  quite,  a  month 
for  delivery. 

The  body  of  seven  Commissioners,  with  each  one  an  executive,  was 
not  well  adapted  to  the  growing  work.  Admiral  Walker  frequently 
said  to  me  m  the  trip  which  we  took  to  the  Isthmus  in  December, 
1904,  that  some  change  must  be  made  in  the  organization  of  the  Cora- 
mission  if  the  proper  results  were  to  be  obtained.  I  think  that  the 
admiral  felt  that  if  he  had  the  executive  power  himself  he  could  meet 
the  situation,  but  that  with  a  clumsy  body  of  seven  constantly  called 
upon  to  exercise  executive  functions  as  a  unit  rapid  and  efficient  action 
was  most  difficult  to  obtain. 

Colonel  Hecker  resigned  November  16,  1904,  and  it  was  understood 
at  the  time  from  Colonel  Hecker  that  the  chief  reason  for  his  with- 
drawal was  his  feeling  that  under  the  present  organization  the  Com- 
mission was  not  likely  to  accomplish  well  the  purpose  for  which  it  was 
created  and  appointed. 

Mr.  Parsons  and  Professor  Burr  visited  the  Isthmus  in  February 
and  March,  1905,  and  on  their  return  Mr.  Parsons  advised  me  of  his 
intention  to  resign  from  the  Commission  on  the  ground  that  it  was 
not  so  organized  as  to  make  executive  work  by  it  successful.  He 
expressed  nimself  in  the  same  way  to  the  President.  He  sent  to  me 
a  plan  of  reorganization  which  he  regarded  as  one  which  would  work. 

General  Davis  under  date  of  January  6,  1905,  wrote  me  as  follows: 

The  newspapers  have  stated  that  in  the  special  report  which  you  have  recently 
submitted  to  tne  President  a  recommendation  is  contained^  for  a  reduction  of  the 
number  of  members  of  the  Isthmian  Canal  Commission.  I  hope  the  report  is? 
true,  for  I  am  satisfied  that  the  present  body  is  far  and  away  too  cumbersome  and 
ineffective. 

In  a  letter  transmitting  the  annual  report  of  the  Canal  Commission 
January  12,  1905,  to  be  found  on  page  2393  of  this  evidence,  I  sug- 
gested that  the  present  form  of  the  Commission  was  not  elastic  and 
not  well  adapted  to  canal  work,  and  the  President  sent  a  message  on 
the  same  day  concurring  in  my  view  and  recommending  a  change 
of  the  law  by  reducing  the  Commission  to  five  or  three,  and  giving 
him  greater  discretion  in  dealing  with  the  Commission. 

The  committee  is  familiar  witb  the  parliamentary  history  of  the  bill 
passed  by  the  House  in  view  of  this  recommendation  and  giving  the 
President  complete  discretion  to  select  his  agents.  For  convenience  I 
append  that  bill,  marked  "Exhibit  14,"  together  with  the  amended 
form  in  which  it  passed  the  Senate,  and  was  subsequently  carried  into 
conference.     The  Houses  could  not  agree,  and  the  bill  failed. 
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On  the  adjouniment  of  Congress  on  March  4,  1905,  it  became 
apparent  that  something  must  be  done  by  the  Executive,  and  the 
question  was  '*  What?"  I  was  inclined  to  think  at  the  time  I  trans- 
mitted the  Commission's  annual  report,  and  so  expressed  myself 
in  the  letter  of  transmittal,  that  the  Spooner  Act  should  be  construed  to 
mean  that  the  President  must  construct  the  canal  through  the  Commis- 
sion as  an  executive  body,  and  that  he  could  not  make  differences  in 
matter  of  duties  or  salarj^  between  the  different  members.  Subse- 
quently, however,  I  reached  the  conclusion  that  my  first  impression 
was  erroneous  and  that  he  could  do  so,  provided  the  Commission  was 
retained  as  an  organized  body,  and  that  it  confirmed  all  the  acts  which 
were  done  in  its  name  and  under  its  authority,  that  the  Commission 
might  be  treated  as  the  directorv  of  a  railway  company,  and  that  the 
executive  part  of  the  work  might  be  done  through  the  chairman  and 
an  executive  committee,  while  the  remainder  of  the  Commission  could 
be  used  as  a  consultative  body  for  engineering  purposes,  and  only  as 
a  supervising  and  confirming  body  for  executive  purposes. 

In  reorganizing  the  Commission  we  attempted  to  follow  the  sugges- 
tions of  Mr.  Wallace,  Mr.  William  Barclay  Parsons,  and  General 
Davis.  I  append  the  letters  and  memoranda  of  Mr.  Wallace,  Mr. 
Parsons,  ana  General  Davis  on  this  subject,  marked  "Exhibit  16." 

The  order  of  April  1  specified  the  duties  of  the  chairman  of  the 
Commission,  and  the  other  members  of  the  Commission,  made 
the  chief  engineer  a  member  of  the  Commission,  and  the  governor  of 
the  Zone  a  member  of  the  Commission,  and  constituted  them  an  execu- 
tive committee  with  power  to  act.  The  remaining  four  were  engineers, 
and  were  paid  a  considerably  less  salarv  than  tuose  which  were  pro- 
vided for  the  chairman  of  the  Commission,  the  chief  engineer,  and  the 
governor  of  the  Zone;  or,  to  put  it  in  another  way,  the  salary  of  each 
member  of  the  Commission  was  fixed  at  $7,500,  and  the  chairman 
received  in  addition  to  that  as  chairman  $22,500,  the  chief  engineer 
received  $17,500  additional,  and  the  governor  of  the  Zone  $10,000  addi- 
tional. The  organization  is  shown  on  page  4  of  the  ninety-first  meeting 
of  the  Isthmian  Canal  Commission,  as  follows: 

For  convenience  of  executing  the  work  to  be  done,  there  shall  be  constituted  three 
executive  departments. 

(a)  The  head  of  the  first  department  shall  be  the  chairman  of  the  Commission, 
who  shall  have  direct  and  immediate  charge  of — 

1.  The  fiscal  affairs  of  tlie  Commission. 

2.  The  purchase  and  delivery  of  all  materials  and  supplies. 
.3.  The  accounts,  bookkeepng,  and  audit. 

4.  The  ox>mmercial  operations  in  the  United  States  of  the  Panama  Railroad  and 
steamship  lines. 

5.  He  shall  have  charge  of  the  general  concerns  of  the  Commission,  subject  to  the 
supervision  and  direction  of  the  Secretary  of  War,  and  shall  perform  such  other 
duties  as  may  be  placed  upon  him  from  time  to  time  by  the  Secretary  of  War. 

(b)  The  head  of  the  second  department  shall  be  the  governor  of  the  Zone,  with  the 
duties  and  powers  indicated  in  the  Executive  order  oi  May  9,  1904,  which  includes 
in  general: 

1.  The  administration  and  enforcement  of  law  in  the  Zone. 

2.  All  matters  of  sanitation  within  the  Canal  Zone,  and  also  in  the  cities  of 
Panama  and  Colon,  and  the  harbors,  etc.,  so  far  as  authorized  by  the  treaty,  the 
Executive  orders  and  decrees  of  December  3,  1904,  between  the  United  States  and 
the  Republic  of  Panama  relating  thereto. 

3.  The  custody  of  all  supplies  needed  for  sanitary  purposes,  and  such  construction 
necessary  for  sanitary  purposes  as  may  be  assigned  to  this  department  by  the 
Commission. 

4.  Such  other  duties  as  he  may  be  charged  with  from  time  to  time  by  the  Secretary 
of  War. 
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5.  He  shall  reside  on  the  Isthmus  and  devote  his  entire  time  to  the  service,  except 
when  j?ranted  leave  of  absence  by  the  Secretarv  of  War. 

{c)  The  head  of  the  third  department  shall  he  the  chief  engineer.  He  shall  have 
full  charge  on  the  Isthmus — 

1.  Of  all  the  actual  work  of  construction  carried  on  by  the  Commiasion  on  the 
Isthaius. 

2.  The  custody  of  all  the  supplies  and  plant  of  the  Commieeion  upon  the  Isthmus. 

3.  The  practical  oj^eration  of  the  railroad  on  the  Isthmus  with  the  special  view  to 
Its  utilization  in  canal  construction  work. 

4.  He  shall  reside  on  the  Isthmus  and  devote  his  entire  time  to  the  service,  except 
when  granted  leave  of  absence  by  the  Secretary  of  War. 

The  result  of  the  operations  under  the  old  Corauiission  convinced 
me  and  convinced  the  President  that  it  was  absolutelv  essential  to  have 
a  completely  new  organization  in  Washington  for  the  purchase  and 
forwarding  of  supplies,  machinery,  and  construction  material,  and  also 
for  the  procurement  of  the  needed  employees.  In  other  words,  it  was 
essential  that  this  work  should  be  attended  to  by  someone  who  had 
large  experience  in  the  construction  of  railroads  or  other  important 
work,  and  who  understood  the  methods  by  which  the  parts  of  the 
organization  were  assembled  and  made  effective.  A  number  of  candi- 
dates were  selected,  and  after  a  careful  investigation,  the  President 
concluded  that  Mr.  Shonts  filled  the  requirements  of  the  position  in  a 
most  satisfactory  y^ay. 

1  do  not  hesitate  to  say  that  one  great  difference  between  the  work 
of  the  old  Commission  and  of  the  new  is  due  to  Mr.  Shonts's  experi- 
ence and  energy  in  effecting  and  maintaining  an  organization  for  the 
purpose  of  selecting  employees,  making  proper  contracts  for  the  pur- 
chase of  needed  machinery  and  material,  pushing  forward  the  trans- 
portation of  such  equipment  and  supplies  and  for  instituting  a  proper 
system  of  accounts  and  records. 

"  The  whole  office  of  the  Commission  in  Washington  was  reorganized. 
Mr.  Benson,  an  auditor  of  long  experience  in  railroads,  was  made  the 
general  auditor  of  the  Commission;  Mr.  David  W.  Ross,  one  of  the 
ablest  railroad  purchasing  agents  in  the  United  States,  was  employed 
to  reorganize  the  purchasing  department,  and  the  selection  of  employee's 
was  placed  under  Mr.  Peppermau,  who  had  large  experience  in  civil 
service,  both  in  this  countr}'  and  in  the  Philippines. 

The  organization  has,  on  the  whole,  worked  verv  well.  When  Mr. 
Stevens  succeeded  Mr.  Wallace  he  was  not  made  a  member  of  the 
Commission,  so  that  the  executive  committee  now  consists  only  of  Mr. 
Shonts  and  Governor  Magoon.  This  would  have  been  inconvenient 
but  for  the  presence  of  the  four  engineer  members  of  the  Commission 
in  Washington,  where  Mr.  Shonts  has  been;  so  that  it  was  possible 
to  do  all  necessary  business  through  the  Commission  instead  of  an 
executive  committee. 

The  order  contemplated  the  presence  of  Mr.  Shonts  on  the  Isthmus 
six  months  in  the  year,  but  it  has  been  absolutely  impossible  for  him 
to  be  as  much  on  the  Isthmus  as  was  contemplated  when  the  order 
was  made.  The  organization  of  the  bureaus  here,  the  purcha.se  of 
material,  and  the  calls  for  his  presence  in  view  of  the  investigations 
by  appropriation  committees  and  this  committee  have  made  it  entirely 
out  of  the  question  that  he  should  be  on  the  Isthmus  half  his  time. 
He  has  done  extmordinarily  good  work  in  bringing  about  the  organi- 
zation at  this  end,  and  it  has  been  work  which  has  effected  great 
results  upon  the  Isthmus.  Mr.  Shonts  has  himself  stated  the  circum- 
stances with  reference  to  his  continuing  to  hold  the  office  of  president 
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of  the  Clover  Leaf  Railroad,  and  I  sihall  not  add  anything  to  the  state- 
ment. 

Senator  Hopkins.  Before  you  leave  that  point,  is  it  your  opinion 
that  in  the  future  Mr.  Shouts  will  be  required  to  be  here  as  much  as 
he  will  be  qn  the  Isthmus? 

Secretary  Taft.  Xo,  sir.  I  think  just  at  present,  for  some  little 
time,  his  presence  will  be  required  here  perhaps  as  much  as  it  has  been 
heretofore,  but  ultimately  I  think  the  whole  government  of  the  work 
ought  to  be  on  the  Isthmus. 

Senator  Hopkins.  But  it  will  require  his  presence  here  part  of  the 
time  to  supervise  and  look  after  the  purchases  that  are  necessary  to  be 
sent  there  'i 

Secretary  Taft.  Yes,  sir;  but  I  think  he  could  do  that  in  the  half  of 
the  time  that  is  included  in  the  order.  My  idea  is  that  the  matter  on 
the  Isthmus  ought  to  be  conducted  much  as  the  government  of  the 
Philippines  is;  that  there  ought  to  be  a  Bureau  here  which  shall  do 
the  errands  and  do  the  work  needed  here,  but  that  the  work  on  the 
Isthmus  should  be  under  control  of  a  body  there. 

Senator  Dryden.  Mr.  Secretary,  is  it  your  idea  that  the  supreme 
authority  should  be  on  the  Isthmus  rather  than  here? 

Secretary  Taft.  Not  the  supreme  authority,  but  the  executive 
authority. 

'  Senator  Simmons.  You  said  that  just  at  present  Mr.  Shonts  would 
prolmbly  have  to  remain  here  a  great  deal.  You  mean  while  Con- 
gress is  in  session  and  these  matters  are  up  ? 

Secretary  Taft.  Yes. 

Senator  Simmons.  After  that  he  can  go  and  spend  most  of  his  time 
on  the  Isthmus? 

Secretary  Tayt.  Yes,  sir. 

THE  PANAMA  RAILROAD;  ITS  CONIXITION  AT  THE  TIME  OF  THE  TRANS- 
FER; THE  ACQUISITION  OF  THE  OUTSTANDING  SHARES  OF  STOCK  BY 
THE  GOVERNMENT  IN  THE  SPRING  OF  1905;  THE  QUESTION  OF  THE 
CONTINUANCE  OF  THE  STEAMSHIP  LINE;  THE  QUESTION  OF  RATES; 
THE   CONGESTION   OF   TRAFFIC   AND   THE   PACIFIC   MAIL. 

Sixty-eight  thousand  eight  hundred  and  eighty-eight  shares  of  the 
70,000  shares  of  the  capital  stock  of  the  Panama  Railroad  were  trans- 
ferred by  the  New  French  Panama  Canal  Company  to  Messrs.  Day  & 
Russell,  agents  of  the  United  States,  in  Paris,  on  the  7th  day  of  Alay, 
1904,  and  on  the  18th  dav  of  May  the}"  were  transferred  to  my  name 
as  Secretary  of  War.  'fhis  was  after  the  annual  meeting  held  on  the 
first  Monday  in  April,  at  which  the  board  of  directors  had  been  elected 
for  the  ensuing  year.  In  the  letter  of  instructions  of  the  President  of 
May  9,  1904,  the  President  said: 

By  virtue  of  the  ownership  by  the  United  States  of  about  sixty-nine  seventieths  of 
the  shares  of  the  capital  stock  of  the  Panama  Railroad,  the  general  policy  of  the  man- 
agers of  said  road  will  be  controlled  by  the  United  States.  As  soon  asi  practicable,  I 
denire  that  all  the  members  of  the  J'sthmian  Canal  Commission  be  elected  to  the 
board  of  directors  of  the  road  and  that  the  iwlicy  of  the.  road  be  completely  harmon- 
ized with  the  policy  of  the  Government  of  making  it  an  adjunct  to  the  construction 
of  the  canal,  at  the  same  time  fulfilling  the  purpose  for  which  it  was  constructed,  as  a 
route  of  commercial  movement  across  the  Isthmus  of  Panama.  If  any  contract**  or 
other  obligations  now  subsist  between  the  railwav  company  and  other  transjjortation 
companiee  that  are  not  in  accord  with  sound  public  policy*  then  such  contracts  must 
be  terminated  as  soon  as  it  is  possible  to  effect  that  object. 
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Three  of  the  directors  elected  in  April,  were  induced  to  resign  on 
July  14,  and  in  the  vacancies  were  elected  by  the  Board  Admiral 
Walker,  Mr.  Burr,  and  Mr.  Gininsky.  Commissioner  Parsons  was 
made  a  director  September  15  and  Commissioners  Davis,  Harrod,  and 
Hecker  were  made  directors  on  October  27,  1904,  and  in  this  way 
after  that  date  the  Commission  constituted  a  majority  of  the  directors, 
but  the  election  of  new  officers  did  not  come  until  April,  1905. 

At  the  time  the  shares  of  stock  came  into  the  handis  of  the  Govern- 
ment the  road  was  being  run  under  an  exclusive  contract  with  the 
Pacific  Mail  Steamship  Company.  After  a  full  examination  of  the 
contract,  I  became  convinced  that  it  was  not  one  which  the  Govern- 
ment could  afford  to  continue.  It,  in  effect,  bv  through  billing,  se- 
cured a  monopoly  of  all  the  business  for  the  Pacific  Mail  north  of 
Panama  to  San  Francisco.  The  contract  provided  for  its  termination 
by  six  months'  notice,  and  accordingly  I  invited  the  attention  of 
the  board  of  directors  to  the  question,  and  after  considerable  corre- 
spondence and  dlsciLssion  as  to  the  validity  of  the  contract,  notified 
them  that  in  my  judgment  the  six  months'  notice  should  be  given. 
It  was  accordingly  given  on  the  12th  of  January,  1905,  which  ter- 
minated the  contract  on  the  12th  of  July  of  the  same  year. 

The  Pacific  Mail  in  view  of  this  action  threatened  to  withdraw  their 
steamers  from  the  line  between  San  FiTincisco  and  Panama,  and  thi^ 
led  to  correspondence  and  a  final  conference  with  Mr.  Schwerin  on 
June  25  in  New  York  City,  at  which  he  concluded  to  run  the  line,  as  he 
said,  for  an  experiment. 

When  1  came  to  elect  the  directors  at  the  annual  meeting  of  the  rail- 
road company  in  April,  1905,  I  selected  Mr.  Cromwell,  for  reasons 
which  I  shall  hereafter  explain.  I  put  on  to  the  board  the  entire  Com- 
mission— Mr.  Parsons,  who  was  a  member  of  the  Consulting  Board; 
Colonel  Edwards,  who  at  the  time  was  engaged  in  assisting  to  reor- 
ganize the  oflice  of  administration  of  canal  affairs  in  Washington;  Mr. 
Drake,  for  years  vice-f)resident  of  the  company,  and  more  familiar  in 
an  executive  way  with  its  affairs  than  any  otner  person;  Mr.  Farnham, 
the  assistant  in  Mr.  Cromwell's  oflice,  who  had  had  large  acquaintance 
with  ships  and  shipping,  who  was  well  known  on  the  Isthmus,  and  who 
understood  the  conditions  that  prevailed  there,  and  who  subsequently 
was  selected  because  of  his  knowledge  of  shipping  by  the  executive 
committee  to  go  abroad  to  price  ships  and  make  a  report  upon  them. 

1  also  elected  Mr.  Obaldia,  the  Panamanian  minister.  1  did  this 
because  I  thought  it  was  most  important  to  have  the  Panamanians 
understand  that  they  would  have  on  the  board  three  of  their  friends — 
Senor  Obaldia,  Mr!  Cromwell,  and  Mr.  Farnham— -to  protect  them 
against  the  use  of  the  railroad  in  any  way  which  would  be  contrary  to 
their  legitimate  interests.  The  selection  of  Senor  Obaldia  was  a 
courtesy  to  the  people  and  the  Government  of  Panama,  which  I  have 
reason  to  believe  was  highly  appreciated.  Matters  of  this  sort  go 
very  much  farther  with  a  Spanish- American  people  than  they  do  with 
an  Anglo-Saxon  people.  Mr.  Farnham  was  recommended  for  appoint- 
ment by  Colonel  Edwards,  and  Senor  Obaldia  I  appointed  without  sug- 
gestion from  anyone. 

While  the  Panama  Railroad  was  able  to  do  the  commercial  busi- 
ness and  had  in  1902  completed  a  large  dock  at  La  Boca,  on  the  Pacific 
side,  at  a  cost  of  $2,200,000,  it  has  been  quite  apparent  that  the  road 
with  its  equipment  and  one  track  and  the  terminal  facilities,  even  with 


INVESTIGATION   OF   PANAMA   CANAL  MATTERS.  2547 

the  La  Boca  dock,  is  wholly  inadequate  to  the  business  which  must 
now  be  done  on  it  as  an  instrumentality  for  the  construction  of  the 
canal.  The  Canal  Commission  has  therefore  made  an  arrangement  to 
advance  about  a  million  dollars  out  of  its  funds  to  the  railroad  com- 
pany to  make  needed  improvements,  which  include  a  very  great 
enlargement  of  the  t'erminal  facilities  and  docks  and  the  double  track- 
ing of  the  road.  The  equipment  of  the  road  is  not  up  to  date,  and  new 
engines  and  new  cars  have  been  required. 

When  the  transfer  from  the  .French  Panama  Canal  Company  was 
made  there  were  outstanding  in  the  hands  of  private  persons  1,112 
shares  of  capital  stock.  In  1904  Admiral  Walker  advised  me  that 
100  shares  had  been  offered  the  Commission,  and  I  directed  him  to 
buy  them.  This  made  the  stock  outstanding  1,012  shares.  The  Gov- 
ernment, of  course,  while  it  recognized  the  obligation  to  discharge  the 
duties  of  a  common  carrier  under  the  charter  of  the  railroad  company, 
was  anxious  that  it  might  use  the  railroad  as  it  saw  fit  to  aid  in  the 
construction  of  the  canal.  The  interest  of  the  outstanding  stock- 
holders, of  course,  was  only  in  securing  dividends  from  an  economical 
operation  of  the  road  and  management  of  its  finances.  They  might 
very  well  complain,  in  equitj',  if  the  Government,  by  reason  of  its 
owning  sixty-nine  seventieths  of  the  stock,  should  ignore  their  inter- 
ests and  devote  the  road  to  the  construction  of  the  canal  without  regard 
to  dividends. 

Everybody  recognized  the  awkwardness  of  having  the  shares  of 
stock  owned  in  this  way,  and  it  was  proposed  in  the  House  bill  already 
referred  to  to  authorize  a  condemnation  of  the  stock.  Another 
method  proposed  was  to  have  the  road  leased  by  the  company  to  the 
Government  at  a  fair  rental,  which  should  be  a  proper  dividend  on  the 
stock,  the  Government  assuming  the  obligation  to  discharge  the  duty 
of  common  carrier  on  the  one  hand  and  using  the  road  for  the  pur- 
pose of  building  the  canal  on  the  other.  I  recommended  the  latter 
plan,  because  with  some  knowledge  of  efforts  of  this  kind  in  other  cor- 
porations I  despaired  of  being  ame  to  buy  all  the  stock  down  to  the 
laat  share.  However,  we  made  the  effort  to  bu}^  and  by  June,  1905, 
we  had  succeeded  in  securing  for  the  Government  every  single  share 
of  stock. 

One  of  the  questions  presented  with  reference  to  the  railroad  com- 
pany was  the  policy  of  continuing  the  steamship  line.  General  Davis 
in  his  report  had  recommended  that  the  steamships  be  sold  and  that 
the  operations  of  the  Government  be  confined  to  the  running  of  the 
railroad.  I  was  very  much  inclined  to  this  view  myself,  and  I  believe 
that  that  is  the  view  of  Mr.  Wallace;  but  further  investigation  satis- 
fied me  that  it  would  be  exceedingly  unwise,  with  an  established  line, 
if  we  could  make  the  line  pay  expenses,  to  abandon  an  instrumentality 
that  would  enable  us  to  control  the  rates  of  freight  from  the  United 
States  to  Panama.  Speaking  of  this  very  question,  the  subcommittee 
of  the  Interstate  Commerce  Committee  of  the  House  of  Representa- 
tives, which  investigated  the  affairs  of  the  Panama  Railroad  Company 
in  the  58th  Congress,  strongly  recommended  the  continuance  and  even 
extension  of  the  shipping  line  of  the  railroad  company.  1  append 
this  report,  marked  *' Exhibit  16." 

I  became  convinced  that  it  would  be  impossible  for  us,  unless  we 
maintained  this  line,  to  escape  the  result  ox  a  combination  as  to  rates 
among  the  steamship  lines;  and  in  addition  it  is,  of  course,  a  very 
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great  convenience  to  have  the  control  of  our  own  line  in  the  carriage 
of  employees  and  in  the  transportation  of  our  machinery,  construc- 
tion material,  and  supplies.  I  consented,  therefore,  to  the  purchase 
by  the  Canal  Commission  of  the  two  steamships,  the  Mexico  and  the 
Havana^  for  $650,000  each,  in  order  to  improve  the  line  and  make  it 
as  useful  to  us  as  it  ought  to  be  to  us  in  respect  to  the  construction  of 
the  canal. 

These  steamships  were  oflfered  to  us  at  first  at  $750,000  each.  Mr. 
Farnham  was  sent  to  Europe  for  the  purpose  of  finding  out  what 
steamers  were  available  there  for  sale.  After  he  had  made  his  report 
and  had  shown  what  steamships  could  be  purchased,  and  the  prices,^  it 
was  found  that,  with  the  advantage  of  carrying  the  American  flag,  the 
purchase  of  the  Mexico  and  the  Havana  from  the  Ward  Line  was 
really  the  most  advantageous.  The  purchase  was  made  by  Mr.  Shonts, 
through  Mr.  Vernon  H.  Brown,  of  the  Cunard  Line. 

Senator  Morgan.  Did  you  ever  consider  the  question  whether  Con- 
gress had  ever  made  a  provision  for  purchasing  those  ships  if 

Secretary  Taft.  Yes,  sir;  1  considered  it  in  this  light:  Exactly  in 
the  same  way  in  which  we  lend  money  to  the  Panama  Railroad;  that 
there  was  such  wide  discretion  in  the  President  to  build  the  canal 
that  an3'thing  that  was  regarded  as  necessary  in  the  building  of  the 
canal  he  could  do. 

Senator  Morgan.  Even  without  any  stipulated  appropriation  for 
any  purpose  whatever? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  I  just  wanted  to  know  what  your  view  was  on  that 
subject. 

Secretary  Taft.  The  Spooner  Act  is  very  broad  in  the  discretion 
given  to  the  President. 

Another  question  which  has  been  mooted  with  respect  to  the  rail- 
road is  that  of  rates.  The  fact  in  respect  to  the  rates  on  the  railroad 
is  that  we  have  lowered  them  as  much  as  we  feel  justified  in  doing  at 
present,  with  the  present  equipment  of  the  railroad  and  the  inability 
to  do  the  business  as  economicall}^  as  we  hope  to  do  it.  We  can  not 
afford  to  make  our  charges  below  what  it  costs  us  to  run  the  railroad., 
and  the  fixed  annual  charge  of  more  than  $5,000  a  mile  which  we  have 
to  pay  as  a  subsidy  of  course  increases  the  rate  of  freight  which  we 
must  charge  them. 

Mr.  Wallace  thinks  that  we  ought  to  make  a  flat  rate  of  $2  a  ton 
across  the  Isthmus  for  everything.  He  once  suggested  this  to  me,  and 
it  was  ver}'  attractive  in  its  simplicit}'  and  resemblance  to  canal  tolls 
on  ship  tonnage,  but  one  diflaculty  is  that  the  cost  of  conveying  the 
freight  is  $3.06  a  ton,  as  the  traffic  manager  of  the  road  advises  me, 
which  would  make  a  loss  to  us  in  running  the  railroad  of  $1.06  a  ton. 
Instead  of  that,  our  average  charge  is  about  $3.69  a  ton,  which  does 
not  make  an  unreasonable  profit.  We  have  reduced  the  freight  rate 
from  New  York  to  Panama  on  most  goods  33^  per  cent  or  more.  We 
are  not  much  more  than  paying  expenses  with  our  shipping  line.  The 
through  rates  are  divided,  45  per  cent  to  the  railroad  ana  55  per  cent 
to  the  steamship.  Two  other  steamship  lines  run  from  New  York  to 
Colon,  the  Royal  Mail  Line  and  the  Atlas  Line,  and  a  line  from  New 
Orleans  to  Colon,  all  of  which  connect  with  us. 

Senator  Morgan.  Is  that  line  from  New  Orleans  to  Colon  one  of 
those  fruit  lines? 
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Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  What  is  the  name  of  it^ 

Secretary  Taft.  The  United  Fruit  Line. 

Senator  Morgan.  The  United  Fruit  Company.     Yes. 

Secretary  Taft.  From  all  of  these  lines  the  railroad  accepts  the  same 
pro  rata  proportion,  45  per  cent,  and  thus  makes  no  discrimination  and 
attempts  no  monopoly.  When  we  reduced  the  rates  from  New  York 
to  Panama,  the  lines  from  Europe  to  Colon  had  to  reduce  their  rates. 
We  reduced  the  local  passenger  tares  from  8^  and  10  cents  a  mile,  first 
class,  to  5  cents,  and  from  4i  and  5  cents  to  3  cents  a  mile  for  second- 
clsLSS  passengers.  The  local  rates  of  freight  on  the  Isthmus  have  also 
been  reduced  about  the  same  percentage.  I  append  the  correspond- 
ence with  Mr.  Walker,  the  traffic  manager  of  the  railroad,  and  his  reply 
to  a  letter  of  criticism  forwarded  to  this  oflice,  as  Exhibit  No.  17. 

I  shall  not  attempt  to  describe  the  congestion  in  freight  which 
occurred  upon  the  railroad  in  the  spring  of  1905,  and  which  was 
aggravated  greatly  in  the  summer  of  that  year  by  the  quarantine  which 
was  imposed  for  yellow  fever  and  for  bubonic  plague.  It  has  been 
made  the  subject  of  rather  acrimonious  discussion  between  Mr. 
Schwerin  on  the  one  hand  and  Mr.  Shonts  on  the  other,  and  1  do  not 
care  to  take  part  in  it.  At  ray  suggestion  two  weeks  ago  Mr.  Shonts  went 
to  the  Isthmus  with  Mr.  Schwerin,  the  agent  of  the  Pacific  Mail,  there  to 
confer  with  Mr.  Stevens  and  to  see  whether  their  differences  could 
not  be  so  adjusted  as  to  prevent  the  continuance  of  complaints 
that  have  been  made  by  the  agent  of  the  railroad  against  the  Pacific 
Mail  and  b\'  the  agent*^  of  the  Pacific  Mail  against  the  conduct  of  the 
railroad  company  for  many  years.  I  am  glad  to  submit  a  telegram 
which  I  received  a  day  or  two  ago  from  Mr.  Shonts,  which  shows  that 
thorough  work  has  been  done  in  cleaning  up  the  congestion  and  in 
making  the  road  operate  as  it  should.     The  telegram  is  as  follows: 

Have  just  completed  a  personal  investigation  of  the  Panama  Railroad  and  ter- 
minals. I  find  that  there  is  not  onl^  no  congestion,  but  that  every  dock  is  abso- 
lutely clean;  that  all  business  offered  is  handled  promptly,  and  with  the  additional 
equipment  now  arriving  a  larger  business  can  be  taken  care  of  without  in  any  way 
interfering  with  the  canal  work.  The  organization  is  ample  and  has  every  feature 
of  the  work  in  hand. 

I  am  very  hopeful  that  we  may  be  able  to  still  more  reduce  the  rates 
on  the  Isthmus,  both  local  and  through  rates,  so  that  we  may  benefit 
the  people  of  the  Isthmus,  and  also  those  who  wish  to  patronize  this 
method  of  transpoiiation  from  New  York  to  San  Francisco.  On  April 
24,  1905,  in  a  letter  to  Mr.  James  J.  Hooker,  of  Cincinnati,  which  was 
published,  I  expressed  the  attitude  of  the  Administration  with  respect 
to  the  rates  maae  across  the  Isthmus.    That  letter  is  as  follows: 

April  24,  1905. 

My  Dear  Mr.  Hooker:  I  am  in  receipt  of  your  letter  of  April  21,  and  have  read 
it  with  interest. 

The  policy  of  the  Government  in  managing  the  Panama  Railroad  is  to  charge  such 
rates  as  will  pay,  for  the  carriage  of  the  goods  across  the  Isthmus,  a  reasonable  return 
on  the  investment  of  the  Government,  and  nothing  more.  It  will  permit  no  dis- 
crimination against  or  in  favor  of  any  of  the  connecting  steamship  lines.  It  may  be 
that  this  policy  will  affect  the  transcontinential  rates  as  to  those  classes  of  freight  that 
can  stand  the  Isthmus  trip  favorably  for  the  shipper. 

However,  Mr.  Wallace,  our  chief' engineer,  and  a  railway  manager  of  experience, 
thinks  that  the  proposed  changes  will  not  have  much  influence  on  transcontinental 
rates,  because  he  thinks  that  but  a  small  proportion  of  that  which  };oes  to  make  up 
transcontinental  freight  can  be  carried  by  the  Isthmus.    The  long  tnp,  and  the  fact 
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that  the  merchandise  carried  is  to  be  a  considerable  period  in  the  Tropics,  exclude  the 
possibility  of  carrying  many  kinds. 

The  Panama  Railroad  Company  owns  three  steamships,  which  ply  between  New 
York  and  Colon.  We  shall  make  the  rate  upon  these  shii>B  as  low  as  possible,  con- 
sistent with  ]»ayiug  a  reasonable  compensation  for  the  carriage  and  the  investment. 
We  shall  run  them  merely  for  the  purpose  of  preventing  a  combination  to  raise  the 
rates  for  the  delivery  of  material  for  the  construction  of  the  canal  from  the  United 
States  to  the  Isthmus. 

The  Government  is  not  running  and  does  not  expect  to  run  a  line  between  New 
York  and  San  Francisco  or  between  San  Francisco  and  New  York;  hence  the  rela- 
tion of  its  policy  to  transcontinental  rates  is  only  indirect.  The  policy  of  the 
Panama  Railroad  Company  heretofore,  in  view  of  its  ownership  of  the  three  ships 
and  the  docks  at  Colon,  and  its  resulting  ability  to  exclude  from  the  New  York  and 
Colon  business  any  other  steamship  line,  has  been  to  monopolize  the  trade  between 
New  York  and  Panama  on  the  one  side,  while  its  arrangement  for  exclusive  through 
billing  between  New  York  and  San  Francisco  wuth  the  Pacific  Mail  Steamship  Com- 
pany produced  a  monopoly  for  the  Pacific  Mail  trade  on  the  other  side  between 
Panama  and  San  Francisco  on  the  north  and  a  monopoly  for  the  Chilean  and  Pacific 
Steamship  companies  from  Panama  to  the  south.  So  far  as  the  action  of  the  Panama 
Railroad  Company  can  break  up  these  monpolies,  it  is  being  taken. 

The  Government's  acquisition  of  the  railway  lines  was  not  primarily  for  the  pur- 
pose of  affecting  railway  or  ocean  rates,  transcontinental  or  otherwise.  It  was  for 
the  purpose  of  acquiring  an  instrument  with  which  to  construct  the  canal — an  instru- 
ment absolutely  indispensable  to  the  accomplishment  of  our  purpose  within  a  reason- 
able time.  The  inciaent  that  we  must  hold  the  railroad  under  a  franchise  requiring 
us  to  do  a  commercial  business  is  what  imposes  upon  us  the  obligation  to  do  what 
we  can  to  make  just  rates  and  prevent  discrimination,  and  this  we  sliall  do.  If  this 
ameliorates  conditions,  we  shall  be  very  glad.  If  it  does  not,  it  will  not  be  in  our 
power  to  do  more. 

The  effect  of  changes  in  rates  and  trade  conditions  is  so  elusive  that  it  is  hardly 
safe  to  make  a  prediction  as  to  the  result.  One  should  study  the  local  condition's 
which  prevail  at  Panama  and  at  the  many  ports  between  San  Francisco,  in  Mexico 
and  Central  America,  and  should  estimate  the  exact  operation  of  our  coastwise  laws, 
which  prevents  the  intervention  of  foreign  shipping  in  the  trade  via  the  Isthmus 
between  San  Francisco  and  New  York,  before  expressing  an  opinion  as  to  the  effect 
of  the  Government's  operation  of  the  Panama  Railroad  upon  the  trade  between  our 
east  and  west  coast.  An  attempt  has  been  made  heretofore  to  establish  an  American 
line  competing  with  the  Pacific  Mail  between  San  Francisco  and  Panama,  with  the 
assistance  of  the  Panama  Railroad  Companv.  It  proved  to  be  a  disastrous  failure, 
and  was  therefore  followed  by  a  renewal  ot  the  discriminating  contract  which  is  to 
terminate  in  July  next. 

It  is  possible  that  the  time  is  now  ripe  for  the  establishment  of  American  compe- 
tition with  the  Pacific  Mail  between  San  Francisco  and  Panama.  Certainly  the  Gov- 
ernment, in  operating  the  Panama  Railroad,  will  do  nothing  to  hinder  it  Never- 
theless, it  is  possible  that  the  position  of  advantage  that  the  Pacific  Mail  has  with 
respect  to  Mexican  and  Central  American  trade,  and  its  ownership  of  a  dock  at 
Colon,  may  enable  it  to  establish  lines  on  both  sides  which  will  do  all  the  through 
business  and  fix  the  rates  without  enjoying  any  discrimination  in  its  favor  by  the 
Panama  Railroad.  If  so,  the  Government  could  not  prevent  this,  except  by  running 
a  line  from  Panama  to  San  Francisco  for  the  purpose,  which  it  can  not  do. 

Mr.  Shonts  could  hardly  have  been  correctly  reported  in  the  interview  you  send 
me,  because  he  fully  agrees  with  the  policy  of  the  Government,  as  I  have  outlined 
it  above. 

Should  you  have  any  criticisms  to  make  upon  it,  my  dear  Mr.  Hooker,  I  should 
be  glad  to  hear  from  you. 

Very  sincerely,  yours, 

Wm.  H.  Taft. 

Mr.  James  J.  Hooker, 

Chairman  Executive  Committee, 

The  Receivers  and  Shippers*  Association  Company 

of  Cincinnati^  Union  Trust  Building^  Cincinnati^  Ohio. 

After  writing  this  letter  I  sent  Mr.  Bristow,  the  former  Assistant 
Postmaster-General,  to  New  York,  New  Orleans,  San  Francisco,  and 
to  the  ports  of  Central  and  South  America  and  to  the  Isthmus,  for  the 
purpose  of  investigating  the  question  of  rates  and  the  management  of 
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the  steamship  company  and  the  railroad.  His  report  is  at  the  service 
of  the  committee,  and  probably,  although  long,  ought  to  be  embraced 
in  your  record.     I  hand  it  herewith  to  your  secretary. 

Some  suggestion  has  been  made  that  the  question  of  the  effect  upon 
the  cost  of  transportation  over  the  eastern  and  the  western  seaboard  by 
transcontinental  lines  plays  a  part  in  our  rates  on  the  Isthmus.  I  beg 
to  say  that  this  is  altogether  contrary  to  the  fact  so  far  as  the  Com- 
mission, the  Panama  Kailroad  Companv,  and  the  Administration  are 
concerned.  The  intimation  is  that  we  have  drawn  our  executive  offi- 
cers, Mr.  Shonts,  Mr.  Stevens,  Mr.  Ross,  and  Mr.  Benson  from  rail- 
roads, and  that  some  of  them  have  been  connected  with  the  transcon- 
tinental railroads.  We  did  not  consider  when  they  were  appointed 
what  roads  they  had  been  connected  with.  What  we  were  anxious  to 
do  was  to  secure  the  best  men,  and  while  doubtless  they  were  loyal  to 
the  roads  they  left  while  they  were  in  their  service,  there  is  not  the 
slightest  reason  to  suspect  that  any  one  of  them  has  anj''  bias  whatever 
which  would  lead  him  in  his  official  capacity  to  oppose  any  traffic  policy 
of  the  Panama  Kailroad  Company  which  might  affect  injuriously  in  a 
competitive  way  transcontinental  lines.  1  am  informed — I  do  not  know 
how  correctly — that  the  rates  to  San  Francisco  via  the  Isthmus  are 
now  about  30  per  cent  less  than  the  transcontinental  rates.  If  we  find 
that  we  can,  without  running  the  railroad  and  the  steamship  lines  at  a 
loss,  reduce  these  rates,  we  shall  do  so. 

I  hope  that  nothing  will  be  done  to  merge  the  corporate  entity  of 
the  railroad  company  into  that  of  the  Government  or  tne  Commission. 
Under  the  present  arrangement,  it  is  just  as  easy  to  have  close  super- 
vision over  the  management  of  the  railroad  as  if  it  were  nominally 
operated  by  the  Commission,  and  the  corporate  form  secures  the  utmost 
convenience  and  elasticitv  of  control. 

Senator  Morgan.  Rigtt  there  I  would  like  to  ask  you  a  Question. 
Have  j^ou  ever  considered  the  question  whether  the  Hay-Varilia  treaty 
does  not  repeal  and  abolish  that  corporation  ? 

Secretary  Taft.  No,  sir;  I  do  not  think  it  does.  That  question 
never  occurred  to  me.  Senator. 

Senator  Morgan.  It  is  a  very  formidable  question,  in  my  judgment, 
and  my  opinion  is  a  fixed  one,  that  that  treatv  has  repealed  that  char- 
ter, necessarily.  Whenever  we  acquired  all  the  property  of  every 
kind  and  character  belonging  to  this  defunct  corporation,  it  disap- 
peared, under  the  supremacy  of  the  treaty,  which  is  the  supreme  law 
of  the  land. 

Secretary  Taft.  Well,  I  should  regard  that  as  a  very  unfavorable 
result,  if  that  is  the  case.     I  think  it  ought  to  be  sustained  if  it  can  be. 

Senator  Morgan.  I  think  it  is  the  reverse;  that  it  is  the  most  favor- 
able result. 

Secretary  Taft.  I  am  sorry 

Senator  Morgan.  We  would  not  get  rid  of  any  of  our  obligations. 
Our  duties  are  the  same  toward  it,  morally  and  perhaps  legally.  But, 
at  all  events,  I  can  not  conceive  that  that  company  could  sue  an}'  agent 
oif  the  United  States  Government  for  anything  whatever  or  coula  sue 
anybody  else  for  anything  that  was  done  by  permission  of  the  canal 
authorities  in  the  Zone.  1  think  it  would  go  out  of  court  at  once,  for 
the  reason  that  its  charter  is  absolutely  exterminated  by  the  act  of 
ratification  of  the  Hay-Varilla  treaty.  I  beg  pardon  for  disturbing 
you. 
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Secretary  Taft.  I  would  be  glad  to  come  back  to  a  discusyion  of 
that,  Senator,  later  on. 

Senator  Morgan.  It  is  a  very  important  question,  yoti  see. 

I  am  in  receipt  of  a  letter  from  Senator  Allison  suggesting  the  wis- 
dom of  the  purchase  by  the  Government  of  the  bonus  owed  by  the 
Panama  Railroad  Compan3%  which  are  a  lien  on  the  company's  prop- 
erty, and  the  interest  on  which  constitutes  a  fixed  charge,  on  the 
ground  that  it  would  be  a  saving  of  interest  for  the  Government  to 
redeem  them  now.  The  interest  is  4^  per  cent  on  the  mortgage  bonds. 
The  following  is  a  table  of  the  fixed  charges  of  the  compan}': 

The  company's  fixed  charges  at  the  present  time  are  f?501,290  per  annum  made  up 
as  follows: 

Interest  on  12,251,000  first  mortgage  4 J  per  cent  bonds  outstanding $101, 290 

Sinking  fund  requirement  of  first  mortgage  bonds 150, 000 

Annual  rental  or  sulwidy  to  Republic  of  Colombia  under  contract 
of  concession  and  represented  by  annual  drawings  of  subsidy 

bonds  and  payment  of  interest |225, 000 

Annual  rental  or  subsidy  to  the  United  States  as  successor  to 

Republic  of  Panama  under  the  treaty 25, 000 

250,000 

601,290 

Senator  Kittredge.  You  mean  to  the  Republic  of  Panama  instead 
of  to  the  United  States,  do  you  not,  Mr.  Secretary? 

Secretary  Taft.  No;  that  $25,000  was  paid  to  the  United  States. 

These  fixed  charges  will  be  reduced  each  year  to  the  extent  of  the  amount  of 
interest  on  the  number  of  outstanding  4^  per  cent  first  mortgage  bonds  that  are 
annually  purchaseil  by  the  trustees  or  drawn  for  redemption  by  the  regular  sinking 
fund  appropriation  of  $150,000;  the  maximum  annual  reauction  would  be  $6,345,  i.  e., 
interest  of  $45  each  on  141  bonds. 

Thi?  statement  needs  a  little  explanation.  In  the  4i  per  cent  mort- 
gage there  is  a  provision  requiring  the  redemption  of  about  $150,(KX) 
of  bonds  a  year,  constituting  in  effect  a  compulsory  sinking  fund  pro- 
vision. There  is  in  the  mortgage  provision  a  right  to  take  up  any  of 
the  bonds  or  all  of  them  on  the  first  of  any  April  or  October  upon 
three  months'  notice  at  a  premium  of  5  percent.  I  believe  it  would 
be  wise  and  profitable  to  take  up  the  outstanding  bonds  at  this  premium, 
and  I  recommend  to  this  committee  and  the  Appropriations  Committee 
that  it  be  done. 

With  respect  to  the  subsidy  it  should  be  explained  that  under  the 
original  concession  to  the  Panama  railroad  it  agreed  to  pay  an  annual 
rental  charge  for  the  franchise  and  privileges  conferred  on  it  by  the 
Colombian  Government  of  $250,000  a  year.  Twenty-five  thousand  dol- 
lars of  this  per  year  was  assigned  to  the  Department  of  Panama.  Two 
hundred  ana  twenty-five  thousand  dollars  was  reserved  to  the  Gov- 
ernment of  Colombia,  and  the  Government  of  Colombia  desiring  to 
realize  in  advance  upon  this  subsidy  induced  the  railroad  company  to 
issue  what  were  called  subsidy  bonds,  paying  6  per  cent  interest,  which 
were  so  arranged  that  the  amount  of  mterest  paid  on  them,  together 
with  the  principal,  would  be  equal  to  the  pa3'ment  of  the  subsidy  down 
to  1908,  and  would  effect  the  cancellation  of  a  certain  number  of  bonds 
a  year,  to  be  drawn  by  lot,  so  that  all  of  the  bonds  would  be  canceled 
by  1908. 

When  this  is  done  the  subsidy  under  the  agreement  with  Panama 
will  become  due  to  the  United  States,  as  indeed  the  $25,000  a  year 
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which  was  assigned  to  the  Department  of  Panama  has  already  become 
due  to  the  United  States  and  has  been  paid  over.  After  1908,  there- 
fore, the  whole  subsidy  will  be  due  to  the  United  States.  I  am  not 
sure  that  the  subsidy  bonds  could  be  purchased.  Possibly  they  could 
be,  but  they  are  not  many  in  number  now,  and  as  they  are  to  be  retired 
at  any  rate  in  1908  it  is  perhaps  not  worth  while  to  attempt  to  purchase 
them.     The  amount  of  these  bonds  outetanding  is  $538,000. 

Senator  Hopkixs.  You  say  that  $25,000  has  inured  to  the  United 
States.     By  what  process? 

Secretary  Taft.  It  just  goes  into  the  Treasury  of  the  United  States — 
increases  tne  miscellaneous  receipts. 

Senator  Hopkins.  Yes;  I  know.  But  under  what  theory  of  law 
does  it  go  there? 

Secretary  Taft.  Under  the  Hay-Varilla  tveeLty. 

Senator  Hopkins.  Oh,  yes. 

Secretary  Taft.  Upon  coming  into  relation  with  Panama  Canal  mat- 
ters I  found  Mr.  Cromwell  acting  as  general  counsel  and  director  of  the 
Panama  Railroad  Company.  He  was  also  counsel  for  the  Republic  of 
Panama  and  for  its  resident  minister  in  Washington.  In  the  discharge 
of  his  duties  as  counsel  for  the  railroad  company  he  brought  to  the 
service  of  the  company,  and  therefore  to  the  Government,  an  immense 
fund  of  valuable  information  with  respect  to  the  history  of  the  railroad 
and  affairs  on  the  Isthmus  of  Panama.  He  was  a  lawyer  of  great  experi- 
ence and  ability,  and  I  considered  it  my  duty  to  secure  the  benefit  of  his 
services  for  the  United  States  by  continuing  him  in  his  position  as  counsel 
for  the  railroad  company.  As  counset  for  the  Republic  of  Panama  he 
rendered  much  service  in  bringingabout  both  the  currency  agreementof 
June  20, 1904,  and  the  modus  vivendi  of  December,  1904.  As  counsel 
for  the  railroad  company  and  at  my  direct  instance  he  was  able  to  effect 
a  union  between  all  the  bankers  of  any  importance  on  the  Isthmus  in 
making  the  bankers'  agreement  of  April  29,  1905,  which  worked  so 
well  for  the  benefit  of  everybody  concerned,  except  possibly  the  bank- 
ers. As  counsel  for  the  railroad  company  he  was  the  chief  instrument 
by  which  I  was  able  to  purchase  on  behalf  of  the  Government  all  the 
shares  of  the  capital  stock  of  the  Panama  Railroad  Company  outstand- 
ing. I  conferred  with  him  in  respect  to  the  form  of  the  order  of  April 
1  reorganizing  the  old  Commission.  His  intense  interest  in  the  suc- 
cess of  the  Panama  Canal  has  been  evident  at  every  point;  and  he  has 
rendered  most  loyal,  efficient,  and  valuable  service  for  the  compara- 
tively meager  compensation  which  he  receives  as  general  counsel  for 
the  railroad  company. 

The  impression  sought  to  be  given  that  he  has  attempted  to  inter- 
fere in  canal  matters  or  to  exercise  great  influence  in  controlling  the 
policies  to  be  pursued  is  wholly  unfounded.  'So  far  as  I  have  asked 
nis  assistance,  he  has  sought  to  find  out  what  the  Government  policy 
was  and  loyall}'^  to  carry  it  out.  If  Mr.  Shonts  or  Mr.  Stevens  or  Judge 
Magoon  were  interrogated  as  to  whether  Mr.  Cromwell  had  inter- 
fered in  any  way  with  their  work  or  had  of  his  own  motion  volunteered 
to  do  anything  except  what  has  been  his  legitimate  duty  as  counsel 
for  the  i-ailroad  company,  the  answer  would  be  an  emphatic  negative. 
I  never  have  had  the  slightest  reason  to  suspect  any  other  motive  on 
his  part  than  a  loyal  desire  to  help  along  the  construction  of  the  canal, 
and  I  am  glad  to  express  in  this  public  way  my  gratitude  for  his  val- 
uable and  patriotic  service. 


2554  INVESTIGATION    OF   PANAMA    CANAL    MATTERS. 

Senator  Morgan.  I  wish  to  ask  you  a  Question  there:  Against  whom 
do  you  intend  to  aim  this  eulogy  upon  Mr.  Cromwell?  Is  it  against 
the  men  who  have  testified  here  or  against  the  Senator  who  has  asked 
questions  about  it? 

Secretary  Taft.  I  intend,  sir,  to  deal  with  all  the  issues  which  have 
come  before  this  committee,  and  I  considered,  both  because  of  the 
character  of  the  questions  and  the  character  of  the  answers  by  Mr. 
Wallace  and  others,  that  it  was  necessary  for  me  to  go  into  this  ques- 
tion. 

Senator  Morgan.  Well,  then,  j^ou  bring  him  forward  as  a  subject 
of  investigation. 

Secretary  Taft.  I  have,  not  brought  him  forward  as  a  subject  of 
investigation,  sir. 

Senator  Morgan.  But  you  do  now  ? 

Secretary  Taft.  He  has  been  brought  forward,  and  I  am  simply 
dealing  with  that  subject  as  I  am  dealing  with  others. 

Senator  Morgan.  You  bring  him  forward  now  as  a  subject  of 
investigation 

Secretary  Taft.  I  do  not  bring  him  forward. 

Senator  Morgan  (continuing).  In  these  remarks  that  you  are  now 
making  about  him? 

Secretaiy  Taft.  No,  sir;  I  am  simply  covering  the  subjects  which 
were  discussed  before. 

Senator  Morgan.  Then  you  are  answering  what  has  been  stated  by 
witnesses  and  by  Senators  here? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  In  regard  to  Mr.  Cromwell  ? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  And  in  answering  those  matters  3'ou  are  testify- 
ing in  his  behalf  as  an  officer  of  the  Government? 

Secretary  Taft.  I  am. 

Senator  Morgan.  Yes.     Now,  is  he  an  officer  of  the  Government! 

Secretarv  Taft.  He  is  counsel  for  the  Railroad  Company. 

Senator  Morgan.  Does  that  make  him  an  officer  of  the  Government 
of  the  United  States  ? 

Secretary  Taft.  No,  sir;  but  it  brings  him  into  such  relation  that, 
dealing  with  the  property  of  the  Government,  he  necessarily  has  rela- 
tion to  the  Government  of  the  United  States. 

Senator  Morgan.  If  he  is  not  an  officer  of  the  Government,  is?  he 
au  agent  of  the  Government? 

Secretary  Taft.  In  some  capacities  he  is;  in  some  matters. 

Senator  Morgan.  In  what  capacities? 

Secretary  Taft.  He  is  the  agent  for  the  Government  in  everything 
connected  with  the  Panama  Railroad  Company. 

Senator  Morgan.  Everything? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  Y"es.  Well,  that,  of  course,  under  the  action  of 
the  Senate,  based  upon  the  President's  message,  would  make  Mr. 
Oomwell's  conduct  a  proper  and  legitimate  subject  of  inquiry  before 
this  committee. 

Secretary  Taft.  That  is  a  question  for  the  committee  to  determine. 

Senator  Morgan.  What  do  you  think  of  itt 

Secretary  Taft.  It  is  not  for  me  to  express  such  an  opinion.  1  am 
attempting  to  aid  the  committee  upon  questions  which  have  been 
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mentioned  before  it,  and  I  have  assumed  that  the  committee,  by  hear- 
ing those  questions,  considered  that  it  is  a  subject  for  proper  inquiry. 
Senator  Mokgan.  I  have  supposed — as  I  am  responsible  for  the 
examination  to  which  vou  are  now  evidently  referring — I  have  sup- 

g3sed  that  the  action  of  every  member  of  the*^  board  of  directors  of  the 
anama  Railroad  was  open  to  inquiry. 

Secretary  Taft.  I  am  not  disputing  that,  Senator.  It  is  not  a  ques- 
tion for  me.  It  is  a  question  for  the  committee  and  the  Senate  that 
has  authorized  the  committee  to  act. 

Senator  Morgan.  You  are  not  trying  to  forestall  it,  then,  by  eulo- 
gies on  Cromwell  ? 

Secretary  Taft.  No,  sir;  I  am  not  stating  a  eulogy.  I  am  stating 
facts. 

Senator  Morgan.  Very  good. 

Senator  Hopkins.  You  are  referring  to  instrumentalities  that  you 
have  used  in  connection  with  this  work? 

Senator  Morgan.  1  would  like  to  be  interrupted  in  the  regular  way, 
if  I  am  to  be  interrupted  at  all. 

Senator  Hopkins.  I  am  not  interrupting  you  at  all;  I  am  speaking 
to  the  Secretary. 

Senator  Morgan.  You  are  interrupting  me,  though,  in  the  questions 
that  I  am  asking. 

Senator  Hopkins.  I  did  not  interrupt  your  questioning.  You  were 
not  asking  any  question  at  the  time. 

Senator  Morgan.  I  have  no  objection  to  interruptions,  provided 
they  are  regular. 

Senator  Hopkins.  1  think  I  am  quite  as  regular  ae  you  are.  Senator. 

Senator  Morgan.  If  you  will  allow  me,  ]Vir.  Secretary,  I  have  sup- 
posed that  under  the  resolution  we  are  acting  under  here  the  conduct 
of  every  man  who  was  connected  through  an  agency  or  an  office  with 
the  work  on  the  Isthmian  Canal  at  Panama  is  not  only  open  to  inquiry, 
but  that  the  President  has  demanded  that  it  shall  be  made.  Do  you 
understand  it  the  same  way  ? 

Secretary  Taft.  Well,  in  the  presence  of  the  committee,  in  refer- 
ence to  its  own  jurisdiction,  I  should  hesitate  to  express  an  opinion. 
I  have  an  opinion,  and  if  the  committee  desires  it  I  will  express  it, 
but  I  think  if  I  am  drawn  into  a  discussion  as  to  what  the  jurisdiction 
of  this  copimittee  is,  or  what  it  ought  to  do  in  view  of  the  policy  of 
the  Government,  in  view  of  the  situation  of  affairs,  it  will  put  me  in 
rather  an  embarrassing  situation.     That  is  all. 

Senator  Morgan.  You  are  at  liberty,  so  far  as  1  am  concerned,  to 
proceed  to  state  anything  that  you  want  to. 

The  Chairman.  Proceed,  Mr.  Secretary. 

Secretary  Taft.  Suggestions  have  been  made  in  this  hearing  of  two 
motives  wfiich  Mr.  Cromwell  has  had.  One  is  that  he  represents  the 
new  French  Panama  Canal  Company  in  a  claim  against  the  L  nited  States 
for  $2,000,000  or  more  for  work  which  was  done  by  the  Panama  Canal 
Company  in  the  canal  construction  between  1902,  in  January,  when  the 
inventory  was  taken,  and  May,  1904,  when  the  property  was  turned 
over  to  the  United  States,  and  the  intimation  is  that  he  has  sought  to 
acquire  influence  over  the  Commission  by  making  himself  useful  to 
them  in  order  that  he  might  obtain  from  them  a  decision  in  his  favor 
with  respect  to  that  claim. 
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Senator  Morgan.  Will  you  be  kind  enongh  to  point  out  who  has 
made  any  such  intimation  as  that? 

Secretary  Taft.  Mr.  Wallace,  and,  with  deference,  Senator,  I  recall 
to  your  recollection  that  in  a  question  which  you  put  you  raised  the 
direct  inference. 

Senator  Morgan.  Suggested  upon  the  statement  by  Mr.  Wallace? 

Secretary  Tafi.  Yes,  sir. 

Senator  Morgan.  And  others,  too — several  others. 

Secretary  Taft.  I  do  not  remember. 

Senator  Morgan.  I  remember  them. 

Secretary  Taft.  The  fact  is  that  soon  atter  the  appointment  of  the 
Commission  it  was  agreed  that  the  claim  should  be  submitted  to  the 
arbitration  of  the  President.  The  President  referred  the  matter  to 
the  Commission  for  the  determination  as  to  the  facts  and  an  expression 
of  opinion  on  the  merits  of  the  claim.  The  matter  was  presented  to 
the  Commission  in  the  spring  of  1904,  and  was  decided  by  them  in  the 
fall  of  that  year,  and  in  October  their  adverse  decision  was  forwarded 
to  me  to  be  submitted  to  the  President.  1  examined  the  findings  of 
the  Commission,  and  reached  the  conclusion  that  they  were  entirely 

S roper  and  that  the   claim  could  not  be  supported.     Accordingly, 
[ovember  15, 1904,  I  wrote  this  letter  to  the  President: 

November  15,  19(M. 

My  Dear  Mr.  President:  I  herewith  transmit  the  rei)ort  of  the  Canal  Commii«jon 
on  the  subject  of  the  claim  of  the  New  Panama  Canal  Company  of  more  than 
$2,000,000  for  expenses  to  w^hich  the  Panama  Canal  Company  was  put  in  maintain- 
ing the  property  and  its  franchises  after  the  making  of  the  contract  and  before  its 
consummation.  I  fuller  concur  in  the  conclusion  of  the  Canal  Commission  that  the 
claim  of  the  New  Panama  Canal  Company  can  not  be  sustained  either  in  law  or 
equity.  The  fulfillment  of  the  contract  depended  upon  certain  conditions,  and  the 
company  could  not  be  certain  that  those  conditions  would  ever  be  fulfilled.  What 
they  did,  therefore,  was  in  part  at  least  to  preserve  the  propjerty  for  themselves  if  the 
sale  fell  through.  More  than  that,  they  had  agreed  to  furnish  a  good  title,  and  mach 
of  the  work  which  was  done  was  necessary  to  preserve  the  title  until  the  transfer 
should  take  place.  In  other  words,  they  expended  money  in  order  that  they  might 
be  in  a  position  to  perform  the  contract  when  the  time  arrived. 

There  is  no  power  on  the  part  of  the  Commission  to  make  the  payment    The  price 
by  law  is  limited  to  $40,000,000,  and  that  has  already  been  paid. 
Very  sincerelv,  yours, 

Wm.  H.  Taft,  Secretary  of  War. 

The  President. 

Senator  Morgan.  What  was  the  date  of  that? 

Secretary  Tai-t.  November  15,  1904. 

Senator  Morgan.  1904? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  Was  Mr.  Cromwell  notified  of  that  decision  of 
yours  ?    , 

Secretary  Taft.  I  assume  so.     I  transmitted  it  to  the  President. 

Senator  Morgan.  He  is  still  prosecuting  that  claim  before  the 
Government  ( 

Secretary  Taft.  I  have  not  completed  3'et,  Senator. 

Senator  "iVI ORGAN.  Oh. 

Secretary  Taft.  So  far  as  the  Commission  was  concerned,  and  so 
far  as  I  was  concerned,  that  ended  the  matter  of  this  claim.  There- 
after, my  recollection  is,  the  President  approved  the  finding  of  the 
Commission  and  my  recommendations,  but  an  application  was  made 
to  him  to  rehear  the  matter  on  the  ground  that  he  had  not  given  the 


INVESTIGATION   OF  PANAMA  CANAL   MATTERS.  2557 

proper  day  in  court  to  ther  counsel  for  the  French  Panama  Canal  Com- 
pany. The  matter  was  referred  to  the  Attorney-General.  The 
Attorney-General  has  reported  adversely  to  the  French  Panama 
Canal  Company  and  has  submitted  his  opinion  to  the  President,  who 
expects  to  decide  the  matter  in  a  few  days. 

What  I  wish  to  point  out  is  that  since  November  15,  1904  (and  that 
was  before  I  assumed  control  of  the  railroad  company  or  consulted 
Mr.  Cromwell  in  an  advisory  way  in  respect  to  canal  or  railway  matters), 
neither  the  Commission  nor  I,  who  have  had  charge  of  the  management 
of  the  canal  construction  and  the  railroad,  have  had  the  slightest  rela- 
tion to  the  decision  of  the  claim  of  the  French  Panama  Canal  Company. 
So  far  as  either  the  Commission  or  1  had  to  do  with  it,  the  decision 
was  then  adverse  and  final.  I  may  add  that  Mr.  Cromwell  never 
exchanged  one  word  with  me  about  the  claim  either  before  or  after  I 
reported  adversely  on  it. 

The  other  suggestion  is  that  because  Mr.  Cromwell  owns  22  per 
cent,  or  about  $40,000,  of  the  stock  of  the  ice  and  electric  light  company 
in  Pamama  therefore  he  has  a  pecuniary  interest  that  makes  it  danger- 
ous for  him  to  assist  the  Secretary  of  War  or  the  Commission  or  the 
Panama  Railroad  Companv  officers  and  directors  with  his  advice  upon 
the  matters  arising  for  a  decision  in  the  discharge  of  their  duties. 

Upon  this  point  all  1  have  to  say  is  that  Mr.  Cromwell  never  men- 
tioned the  subject  of  the  ice  and  electric-light  enterprise  to  me  or  to 
any  of  the  Commission  so  far  as  I  have  been  advised.  The  person 
charged  with  managing  the  ice  company  was  a  Mr.  Lundie,  an  elec- 
trical engineer,  a  man  who  wrote  to  me  when  I  was  on  the  Isthmus  in 
November,  1905,  objecting  to  our  erecting  a  government  electric-light 

f>Iant  on  the  Isthmus  because  it  would  injure  his  enterprise.  In  this 
etter,  in  November,  1905,  he  mentioned  who  were  the  stockholders  of 
the  company,  including  Mr.  Cromwell.  I  answered  him  by  stating 
that  the  united  States  could  not  afford  to  depend  upon  private  enter- 
prise for  its  ice  and  its  electric  light,  such  was  tne  magnituae  of  the  work 
which  it  had  to  do  there,  and,  therefore,  that  a  conference  with  him 
for  the  purpose  of  discussing  such  an  issue  was  useless.  The  result 
was  that  Mr.  Lundie  wrote  a  violently  abusive  letter  about  Mr.  Shonts, 
Mr.  Stevens,  and  myself  to  the  President.  I  need  not  say  that  he 
demonstrated  thereby  that  while  Mr.  Cromwell  might  have  stock  in 
the  enterprise,  he  had  very  little  to  do  with  its  management. 

Senator  Morgan.  Is  that  the  letter  that  the  President  laid  before 
the  Congress  in  his  message? 
Secretary  Taft.  Yes,  sir. 

THE    CIRCUMSTANCES   LEADING    TO    THE    SEVERANCE    OF    MR.    WALLACE 
FROM  THE  CANAL  ENTERPRISE. 

I  met  Mr.  Wallace  for  the  first  time  in  November,  1904,  when  I  was 
on  the  Isthmus.  I  was  quite  impressed  with  his  earnestness  and  interest 
in  the  work,  his  abilit\^,  his  facility  of  expression,  his  power  of  plan- 
ning ahead,  and  the  experience  that  he  had  had  on  the  great  Illinois 
Central  system. 

I  talked  with  him  much  about  the  Commission  and  the  necessity  for 
a  change.  I  invite  attention  to  the  letters  which  Mr.  Wallace  wrote, 
all  included  in  the  exhibits,  in  order  to  show  how  closely  we  adhered 
to  everjr  wish  that  he  had  expressed  in  regard  to  the  matter  of  the 
reorganization.   " 
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Senator  Morgan.  What  exhibits  do  you  refer  to  there? 

Secretary  Taft.  1  have  a  great  many  of  his  letters. 

Senator  Morgan.  They  will  be  put  mto  the  record? 

Secretary  Taft.  Yes;  I  shall  submit  them  this  afternoon.  The 
selection  of  Mr.  Shonts  by  the  President  was  induced  not  only  by  Mr. 
Shonts's  experience  and  ability  as  an  organizer  of  constructive  enter- 
prises, but  also  because  he  was  believed  to  be  on  friendly  terms  with 
Mr.  Wallace. 

Mr.  Wallace  came  to  Washington  to  assist  at  the  reor^nization 
early  in  April,  1905.  After  he  had  been  here  a  month  working  with 
Judge  Magoon  and  Mr.  Shonts  on  the  needed  changes  in  the  Washing- 
ton oflBce,  and  necessary  preparations  for  the  Isthmus,  reports  of  a 
disquieting  character  as  to  tne  conditions  on  the  Isthmus  began  to 
come  to  me.  I  was  anxious  that  Judge  Magoon  and  Mr.  Wallace 
should  then  return  to  the  Isthmus.  Mr.  Wallace,  however,  requested 
that  he  be  allowed  to  take  two  weeks  in  Chicago  before  ^oing  back, 
on  personal  matters,  saying  he  could  unite  public  business  with  the  main 
object  of  his  trip.  On  May  15th.or  16th,  just  before  Mr.  Wallace  sailed, 
he  came  to  mv  oflSce  with  Judge  Magoon  and  others.  After  a  little 
conversation  he  asked  that  the  others  precede  him  from  the  room  and 
he  remained  for  a  last  word  with  me  alone.  He  said  he  was  not  con- 
tent to  leave  without  expressing  in  a  personal  interview  the  profound 
gratitude  that  he  felt  to  the  President  and  to  me  for  reorganizing  the 
Commission  on  the  lines  of  the  order  of  April  1.  He  said  he  went 
back  to  the  Isthmus  with  happiness  in  his  heart  and  with  confidence 
that  the  canal  would  be  built  and  that  he  would  build  it.  He  askc^d 
me  to  convey  this  message  to  the  President  and  to  assure  the  Presi- 
dent that  he  could  have  every  confidence  in  him.  I  invited  his  atten- 
tion to  the  disquieting  rumors  as  to  the  condition  of  the  employees 
on  the  Isthmus  and  asked  him  to  devote  his  chief  attention  to  the 
reconstruction  of  buildings  for  the  occupancy  of  our  emploj'ees  and 
to  making  them  comfortable. 

Before  Mr.  Wallace  sailed  he  had  received  letters  from  Mr.  Dauchy 
and  General  Davis,  which  I  attach  as  Exhibit  18,  showing  a  most 
demoralized  condition  on  the  Isthmus.  The  rainy  season  had  set 
in  and  yellow  fever,  which  it  was  supposed  had  been  stamped  out, 
showed  itself  in  the  last  week  in  April,  and  six  cases  of  fever — all 
of  them  employees  at  work  in  the  canal  building — were  reported. 
Mr.  Dauchy  described  the  very  unsatisfactory  condition  on  the  Isth- 
mus, and  especially  at  Culebra,  showing  that  the  conditions  were  due 
to  the  result  of  lack  of  preparation,  and  because  material  and  men 
were  wanting.  He  wrote  that  the  yellow-fever  scare  had  caused  great 
demoralization  in  the  whole  personnel.  He  said  that  on  account  of 
having  no  lumber  he  had  not  been  able  to  push  the  work  of  preparing 
quarters  for  men;  that  at  that  time  they  were  more  crowded  than  at 
any  time  since  the  work  started,  and  that  this  crowded  condition  was 
causing  dissatisfaction.  He  said  that  he  had  not  the  superintendents 
or  foremen  or  engineers  to  enable  him  properly  to  instruct  the  men 
under  him,  and  that  without  an  organization  he  could  not  cement  the 
force  into  a  working  organization  commensurate  with  the  requirements 
of  the  work. 

General  Davis,  in  his  letter  to  Mr.  Wallace  under  date  of  May  3, 
says  that  there  was  no  head  there  to  command  the  necessarv  confidence 
and  respect,  and  there  was  a  great  deal  of  bickering  and  fault  finding 


INVESTIGATION   OF  PANAMA  CANAL  MATTERS.  2559 

and  scolding  among  the  employees  all  along  the  line;  that  they  were 
now  pitching  tents  in  Ciilebra  for  the  shelter  of  the  United  States 
employees,  and  the  employees  occup^nng  the  tents  were  naturally  dis- 
contented and  found  fault;  that  the  death  of  Johnson  and  West,  one 
the  superintendent  of  construction  and  the  other  the  auditor,  had 
created  a  panic  and  that  he  supposed  a  great  many  men  would  go  back 
on  that  week's  steamer  to  the  United  States.     He  said: 

I  think  I  have  never  known  of  an  instance  where  the  strons  directing  hand  of  a 
man  in  power  was  more  neceesar}^  than  it  is  here  now.  Mr.  Dauchy  does  the  very 
best  he  can,  afid  is  patient  and  painstaking,  but  he  is  not  regarded  as  the  ''head  "  in 
the  real  sense. 

In  a  telegram  to  me  of  May  4  General  Davis  said:  "At  no  time 
since  1  have  "been  here  has  there  been  so  great  necessity  for  presence 
of  strong  directing  head  of  canal  work,  a  head  recognized  bj'  the  pub- 
lic and  by  all  as  commanding  the  confidence  of  the  President  and 
Secretary  of  War.  The  absence  of  such  a  man  at  this  time,  in  my 
opinion,  is  exceedingly  detrimental  to  public  interest." 
.  This  description  of*  conditions  by  General  Davis  and  Mr.  Dauchy 
are  confirmed  by  Mr.  Wallace  in  his  letter  of  June  8  (the  full  text  of 
which  I  append  as  Exhibit  19),  in  which  he  says: 

Upon  my  arrival  on  the  Isthmus  it  was  needless  to  say  that  the  entire  organiza- 
tion was  found  in  a  state  of  more  or  less  demoralization.  At  the  same  time,  the 
spirit  of  dislo^^alty  mentioned  by  Mr.  Barrett  did  not  exist.  The  feeling  was  more 
one  of  depression  and  discouragement. 

The  dissatisfaction  among  the  men,  however,  that  gave  the  most  anxiety  was  of 
the  silent,  unexpressed  nature,  which  is  existing  among  our  loyal  and  better  class  of 
employees.  In  time  this  would  have  resulted  in  their  gradually  leaving  the  Isthmus 
as  they  were  offered  positions  in  the  States,  or  in  takmg  their  leaves  of  absence  in 
the  normal  way  and  not  returning,  provided  they  could  find  any  other  means  of 
eamine  their  living.  Above  all  was  the  disadvantage  to  the  work  where  men  were 
compelled  to  remain  here  in  order  to  earn  a  living,  the  silent  feeling  of  discourage- 
ment 

The  American  employees  were  leaving  the  Isthmus  by  every  steaitier. 
The  exodus  would  have  been  very  much  greater  but  for  the  fare  of  $76 
to  New  York.  Employees  on  leave  were  given  a  fare  of  $20,  but  those 
who  left  without  leave  were  charged  the  full  fare.  The  numbers  of 
American  employees  who  left  the  Isthmus  and  the  employ  of  the 
Commission  are  given,  bv  months,  in  the  following  list  (see  Exhibit 
No.  20): 

April 109 

May 150 

June 171 

The  news  of  depressed  and  alarming  conditions  reached  the  public 
through  the  press  of  this  country  on  every  steamer  from  Panama. 
For  the  information  of  the  committee  I  have  had  collected,  and  append 
as  Exhibit  No.  21,  a  number  of  clippings  on  this  subject  from  New 
York  and  other  journals. 

While,  of  course,  the  President  and  I  were  concerned  over  the  situa- 
tion, we  were  very  hopeful  that  with  the  reorganized  Commission  and 
the  new  courage  whicn  Mr.  Wallace  had  evidently  taken  by  his  trip, 
and  the' promotion  given  him,  matters  would  gradually  be  straightend 
out.  It  was  his  presence  on  the  Isthmus  and  iiis  strong  hand  in  coor- 
dinating the  parts  of  the  machine  which  under  Mr.  Dauchy  had  drifted 
apart  that  we  were  counting  on. 
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Under  these  circumstances  I  received  with  surprise  and  anxiety  the 
following  telegmm  from  Mr.  Wallace,  dated  Panama,  June  5,  1906, 
only  a  fortnight  after  his  return  to  the  Isthmus: 

Sbcbetary  op  War,  Washington: 

Important  complicated  business  matters  which  can  not  be  arranged  by  correspond- 
ence and  which  may  affect  my  relations  as  chief  engineer  of  (Commission  necessitates 
immediate  return  to  the  United  States  to  confer  with  you  and  others.  An  order 
from  you  to  return  for  official  consultation  will  prevent  apprehension  on  the  part  of 
employees.    Suggest  Shouts  remain  until  my  arrival.    Please  answer. 

Wallace. 

I  thereupon  directed  the  sending  of  the  following  cable,  indicating 
the  reluctance  1  felt  about  granting  him  permission  to  leave  the  Isth- 
mus at  that  time: 

Washington,  June  6,  1905, 
Wallace,  Panama: 

Secretary  of  W^ar  and  Shouts,  in  accordance  with  your  request  and  without  knowl- 
edge of  circumstances  that  justify,  approve  your  return  for  consultation  with  them  at 
Washington. 

Edwards. 

My  surprise  and  feeling  of  uneasiness  were  not  relieved  by  receiving 
about  the  15th  or  16th  of  June  the  letter  from  Wallace,  dated  June  8, 
1905,  already  among  the  appended  exhibits,  and  containing  the  fol- 
lowing: 

Since  my  return  I  have  been  most  vigorously  employed  in  arranging  for  the 
reorganization  of  the  work  and  in  stiffening  up  the  weak  points. 

In  the  meantime  cables  and  letters  have  been  received  from  the  States  in  re^rd 
to  matters  which  vitally  concern  mv  personal  interests,  which  could  not  be  brought 
to  a  consummation  before  leaving  the  States. 

There  are  also  several  matters  which  it  is  desirable  to  discuss  with  you  before  your 
departure  for  the  Philippines,  which  I  do  not  think  it  wise  to  hold  until  your  return, 
and  which  can  not  satisfactorily  be  handled  either  by  cable  or  by  letter. 

While  they  might  be  considered  largely  of  a  personal  nature,  any  action  taken  for 
my  personal  interest  would  affect,  to  a  greater  or  less  extent,  the  work  here. 

*«»*»*♦ 

My  intention  was  to  make  a  hurried  trip  to  the  States,  in  order  to  return  here  in 
time  to  be  present  at  the  meeting  of  the  Commission  on  the  2d  of  July. 

However,  it  is  possible  to  make  such  progress  in  my  reoi^nization  work  that  I 
believe  I  can  finish  everything  up  and  sail  for  the  States  on  the  steamer  Finance^ 
which  will  leave  here  Monday,  June  12;  and  as  I  have  been  continuously  at  work 
for  the  Commission  without  any  vacation  (having  taken  practically  none  when  in 
the  States),  I  respectfull}^  request'that  I  be  granted  at  least  six  weeks'  leave  of  absence, 
dating  from  the  completion  of  the  conference  with  yourself  and  the  chairman  of  the 
Commission,  or  after  I  have  finished  such  business  as  I  may  be  called  upon  to  attend 
to  in  Washington  or  New  York  for  the  Commission  or  the  Panama  Railroad. 

In  this  connection  I  desire  to  say  that  one  of  the  basic  conditions  made  with  Admi- 
ral Walker  in  May,  1904,  when  I  considered  the  proposition  to  come  to  Panama,  was 
that  I  should  have  at  least  two  months'  leave  of  absence  during  each  year. 

The  Admiral  was  disinclined  to  accept  this  proposition,  but  finally  stated  to  me 
that  I  could  have  t^ix  weeks  in  connection  with  some  of  my  business  trips  to  Wash- 
ington, and  that  the  six  weeks  would  date  from  my  leaving  Washington  until  again 
reporting  there  for  duty. 

I  know  of  no  time  during  the  next  year  when  the  work  will  be  in  better  condition 
to  permit  of  my  absence.  It  is  thoroughly  organized,  everjrthing  possible  that  can 
be  foreseen  provideil  for,  and  a  feeling  of  loyalty  and  enthusiasm  now  permeates  the 
entire  personnel. 

On  landing  in  New  York,  on  the  19th  or  20th  of  June,  I  would  like  to  spend  one 
or  two  days  there  on  matters  connected  with  the  Panama  Railroad  before  i  proceed 
to  Washington,  when  I  hope  you  will  be  able  to  give  me  a  personal  interview. 
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This  letter  certainly  furnished  but  little  light  on  the  real  state  of 
Mr.  Wallace's  intentions,  except  that  he  wished  to  be  absent  from  the 
Isthmus  on  vacation  for  July  and  August,  at  the  very  time  of  all 
others  when  he  ought  to  have  been  there.  He  had  then  been  just 
twelve  months  and  a  half  in  the  employ  of  the  Commission,  of  which 
he  had  spent  nine  months  on  the  Isthmus  and  three  and  a  half  in  the 
United  States  or  on  the  ocean^  and  part  of  this  three  months  and  a 
half,  he  had  devoted  to  matters  not  governmental.  In  a  day  or  two 
I  received  light  in  the  following  letters  from  Governor  Magoon: 

[Personal  and  confidential.] 

Isthmian  Canal  2^ne, 
Execuiive  Office^  June  11. 

My  Dear  Mr.  Secretary:  Mr.  Wallace  has  had  two  conversations  with  me  of 
such  character  that  I  feel  obliged  to  communicate  the  substance  to  ^ou.  He  says  he 
has  received  an  offer  of  employment  in  the  States  that  affords  him  more  pay  and 
better  opportunities  than  his  present  position.  He  is  going  to  the  States  (as  you 
have  been  advised  by  cable)  to  resign  as  chief  engineer,  to  take  effect  September  1, 
but  is  willing  to  remain  as  a  member  of  the  Commission.  He  further  wisnes  to  take 
a  vacation  until  September  1,  and  prepare  his  annual  report  at  his  home  in  Chicago, 
and  not  return  to  the  Isthmus.     **  Here  ended  the  first  lesson." 

I  was  anxious,  of  course,  to  probe  the  matter  further  and  ascertain  if  there  were 
anything  back  of  it,  and  therefore  sought  another  interview  the  next  day,  told  him 
of  my  anxiety  as  to  the  situation,  and  asked  if  there  were  anvthing  in  his  relations 
with  me,  personal  or  official  or  our  relative  standing,  etc.,  that  was  objectionable. 
He  said,  **No.  The  trouble  lies  in  another  direction;"  and  proceeded  to  object  to 
the  requirement  thaj  he  should  remain  on  the  Isthmus  except  when  given  permis- 
sion to  leave;  to  receiving  less  salary  than  Shouts;  and  to  bemg  placed  in  a  position 
subordinate  to  the  chairman,  *'  who  was  getting  the  credit  of  bossing  the  job." 

It  was  plain,  by  this  time,  that  there  was  something  deeper  vet,  and  so  1  asked  him 
if  anv  arrangement  could  be  made  that  would  satisfy  him  ancl  induce  him  to  remain 
and  he  said  "there  might  be,  but  I  don't  know."  He  went  on  to  say  that  the  only 
thing  that  would  induce  him  to  remain  was  to  make  him  chairman,  combine  the  two 
departments  of  which  he  and  Shouts  are  the  heatls,  and  give  him  full  power  over  all 
the  work,  complete  and  unrestricted;  fix  his  salary  at  between  $50,000  and  $60,000, 
he  to  come  to  the  Isthmus  when  he  saw  fit  and  depart  as  his  distTetion  determines. 
The  plan  he  has  in  mind  is,  that  he  is  to  be  so  completelv  vested  with  all  authority 
that  no  one  can  doubt  or  question  that  the  entire  credit  of  the  enterprise  in  all 
branches  belongs  to  him.  He  said  nothing  as  to  his  plan  being  the  more  efficient, 
but  confined  himself  to  statements  that  such  was  what  he  wanted. 

I  asked  him  if  he  intended  to  talk  to  you  af?  frankly  and  candidly  as  he  did  to  me. 
He  said  he  wrote  you  a  letter  last  March,  in  which  he  told  you  what  he  wanted  done, 
but  his  wishes  were  not  carried  out;  that  he  made  it  a  rule  in  dealing  with  his 
superiors  to  let  them  know  what  he  wanted  and  ** leave  it  to  them."  He  made  a 
farther  statement,  to  which  I  attached  grave  significance — that  he  left  the  Illinois 
Central  twice  without  telling  them,  directly,  what  he  wanted,  and  was  sent  for  and 
given  three  times  as  much  as  would  have  induced  him  to  remain  at  the  time  he  left. 

Evidently  he  considers  himself  essential  to  this  enterprise,  and,  for  the  immediate 
present,  he  is.  He  has  never  secured  an  assistant  engineer  competent  to  take  his 
place  or  keep  the  work  going  at  a  decent  pace  for  sufficient  time  to  enable  a  new 
chief  engineer  to  master  the  situation.  His  department  is  not  organized,  i.  e.,  the 
machine  is  not  built  and  therefore  can  not  run  itself.  I  have  urged  him  several 
times  since  we  came  here  to  appoint  some  big  men  in  his  department  and  put  them 
at  work  on  his  organization;  but  he  said  it  was  difficult  for  him  to  secure  the  men  he 
wanted.  The  data  he  has  collected  is  scattered  through  his  files  and  he  said  he 
could  incorporate  enough  of  it  in  his  report  to  enable  his  successor  to  understand  and 
utilize  the  substance  of  it  all.     I  doubt  it. 

Speaking  of  his  desire  to  be  the  head  of  the  enterprise,  he  told  me  that  he  figured 
from  the  first  that  Admiral  Walker  would  not  last  more  than  two  years  and  he 
had  intended  to  have  things  in  such  shape  by  that  time  that  he  would  be  made 
chairman;  but  the  old  Commission  went  to  pieces  too  quickly  for  him.  When  to 
the  present  development  is  added  numerous  incidents  occurring  during  the  past  two 
months,  incidents  that  appeared  to  be  trivial  at  the  time  but  now  appear  important 
indices,  I  can  not  escape  the  conviction  that  he  is  trying  to  "pull  off"  a  carefully 
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contrived  coup  d'etat.  I  think  he  expects  to  go»  but  to  be  recalled  in  the  future. 
/  hope  I  am  doing  him  a  grave  injustice,  for  personally  I  like  him  and  our  relations 
have  been  very  pleasant.  I  can  readily' understand  that  from  his  point  of  view  the 
action  and  motive  I  attribute  to  him  is  entirely  justifiable.  In  railroad  circles,  as  on 
the  stock  exchange,  it  is  entirely  justifiable  and  even  commendable  to  "squeeze" 
friend  or  foe  when  you  have  the  chance  and  can  profit  bv  it. 

That  something  like  this  is  in  his  mind  is  indicated  bylhis  telling  me  when  I  urged 
him  to  have  a  full  and  fr6e  talk  with  you  that  he  had  thought  of  going  to  Shonts 
and  "putting  it  to  him  straight."  I  am  very  sorry  this  complication  has  arisen  on 
the  eve  of  your  departure  for  the  Philippines.  I  had  hoped  to  advise  you  before  you 
started  that  evervthing  here  was  in  smooth  sailing.  It  is  of  course  unnecessary  for 
me  to  say  that  I  have  urged  upon  him  every  argument  I  could  muster  to  induce  him 
to  maintain  the  status  quo,  at  least  until  your  return.  I  have  written  you  thus  fully 
that  you  may  have  a  few  days  to  turn  the  matter  in  your  mind  before  the  matter 
presses  for  determination. 

I  have  no  objection  to  this  letter  being  read  by  the  President  and  Mr.  Cromwell, 
but  request  that  no  one  else  be  permitted  to  know  of  its  existence. 
Very  truly,  yours, 

Chables  E.  Magoon. 


Isthmian  Canal  Zone, 
ExecxUive  Office^  June  IS,  1905. 
My  Dear  Mr.  Secretary:  I  have  had  another  talk  with  Wallace  and  am  inclined 
to  think  I  judged  him  too  harshly  in  concluding  that  he  was  attempting  to  "squeeze" 
you. 

He  seems  to  be  fully  prepared  to  quit,  but  willing  to  remain  upon  terms  that  seem 
to  him  justifiable  as  compensation  for  the  sacrifice  he  feels  he  would  make  in  con- 
tinuing in  the  public  service.  There  is  no  difference  in  its  effect  on  the  public  serv- 
ice, but  there  may  be  considerable  difference  between  the  two  mental  attitudes. 
You  will,  however,  have  opportunity  to  judge  that  matter  for  yourself. 
Yours,  sincerely, 

Chas.  E.  Magook. 

1  took  these  two  letters  to  the  President  at  once.  1  told  him  that  I 
thought  there  must  be  some  mistake.  I  could  not  believe  that  Mr. 
Wallace,  under  the  circumstances  that  existed  on  the  Isthmus,  with 
the  loyalty  and  gratitude  for  the  new  arrangement  he  had  gone  out 
of  his  way  to  express,  would  thus  desert  us  without  notice  or  time 
to  select  a  successor.  Mr.  Wallace's  own  letter,  while  it  had  some 
ambiguous  phi*ases  in  it,  certainly  did  not  give  the  impression  that  he 
was  leaving  the  Isthmus  for  the  last  time  with  no  intention  of  return- 
ing as  chief  engineer.  Yet,  of  course,  Judge  Magoon  had  no  motive 
for  misrepresenting  what  Mr.  Wallace  had  said  to  him;  he  had  detailed 
the  conversation  in  Mr.  Wallace's  words  immediate^  after  the  con- 
versations. 

Assuming  the  situation  to  be,  however,  as  eludge  Magoon  stated  it, 
I  said  to  the  President  that  the  departure  of  Mr.  Wallace  from  the 
Isthmus  would  be  the  most  demoralizing  thing  that  could  happen  in  a 
state  of  demoralization  already  existing,  that  there  was  a  crisis  on  the 
Isthmus,  and  that  if  Wallace  had  purposely  selected  the  time  when  his 
leaving  and  desertion  would  be  most  injurious  to  the  public  interest 
he  could  not  have  succeeded  better.  For  that  reason  I  requested  of 
the  President  the  authority,  if  Wallace's  statement  to  me  was  in  ac- 
cord with  Magoon's  report,"  that  I  might  dismiss  Wallace  at  once  and 
demand  his  resignation  both  as  Commissioner  and  as  vice-president 
and  general  manager  of  the  mil  way.  I  expressed  the  opinion  to  the 
President  that  it  was  of  the  highest  importance  that  we  should  stop 
the  desertions  which  were  going  on  upon  the  Isthmus,  and  that  we 
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should  mark  our  disapproval  of  the  disloyalty  to  the  job  involved  in 
running  away  from  the  Isthmus  under  the  circumstances  and  condi- 
tions that  prevailed  there,  especially  in  him  upon  whom  rested  the 
greatest  responsibility.  1  need  hardly  say  that  the  President  f uUv 
concurred  in  my  views  and  gave  the  authority  which  I  requested,  with 
the  emphasis  which  such  a  condition  was  likely  to  evoke  from  him. 

In  spite  of  the  very  conclusive  evidence  as  to  Mr.  Wallace's  state  of 
mind  and  intentions  found  in  Judge  Magoon's  letters,  I  was  still  not 
satisfied,  and  therefore  requested  Mr.  Cromwell,  when  he  returned  to 
New  York,  to  use  the  Western  Union  cipher  and  inquire  of  Judge 
Magoon  by  cable  whether  he  confirmed  his  letters. 

As  I  was  exceedingly  busy  making  ready  for  m}'  trip  to  the  Philip- 

Eines,  and  had  an  engagement  to  deliver  an  address  before  the  Yale 
AW  School  on  Monoay,  the  26th,  and  to  attend  the  Harvard  com- 
mencement on  Wednesday,  the  28th  of  June,  at  Cambridge,  where  I 
was  to  meet  President  Roosevelt,  it  was  economy  of  time  for  me  to 
have  the  interview  with  Mr.  Wallace  in  New  York  City.  I  went  to 
New  York  Saturday  afternoon,  and  met  Mr.  Cromwell  at  the  Manhat- 
tan, when  he  handed  me  the  following  telegram  which  he  had  received 
from  Governor  Magoon: 

[Confidential,  Western  Union  Code.] 

Panama,  June  2S,  1905, 
Cbomwbll,  New  York: 

Aa  result  of  all  interviews,  I  believe  he  retires  in  good  faith,  prompted  by  attract- 
iveness of  new  position,  salary,  residence  in  New  Yorkj  business  connection  with 
financial  magnates,  opportunity  to  demonstrate  administrative  ability  instead  of 
working  at  construction  exclusively;  also  fear  of  yellow  fever  on  the  part  of  himself 
and  wife.  He  desires  to  become  an  engineer  member  of  Commission,  basing  it  on 
desire  to  assist  and  prevent  embarrassment  if  any  question  should  arise  direct,  he 
said.  Can  not  sav  whether  he  would  remain  in  any  other  capacity  nor  on  what 
terms  until  after  (he  has)  interview  with  New  York  parties,  but  (he)  will  not  con- 
tinue as  construction  engineer  merely.  (His)  wife  told  intimate  friends  here  they 
would  not  return.    They  have  taken  or  sold  all  of  their  belongings. 

My  impression,  based  on  interviews  and  (one  word  ill^ible),  is  that  personal 
advantage  and  (word  illegible)  overcome  public  consideration  involved;  that  he  is 
not  attempting  a  squeeze,  bilt  honestly  thmks  he  is  entitled  to  supreme  place  and 
power.  (He  is)  unwilling  to  remain  without  it  and  not  particularly  anxious  to 
remain  without  (with  ?)  it  provided  new  position  is  what  he  considers  it.  He  asked 
me  to  telegraph  Secretary  (ailvisine)  his  retention  on  Commission  as  one  of  four 
engineer  memoers.    I  will  comply,  believing  retention  advisable. 

Magoon. 

Mr.  Schwerin  came  in  to  see  me  in  regard  to  the  Pacific  mail  con- 
tract with  the  Panama  Railroad.  After  Mr.  Schwerin  left,  Mr.  Wal- 
lace and  his  son  came  in.  After  some  little  conversation  young  Mr. 
Wallace  withdrew.  1  recollect  telling  Mr.  Cromwell  in  Mr.  Wal- 
lace's hearing  that  I  desired  him  to  stay. 

I  did  this  for  the  reason  that  1  wanted  a  witness  to  the  interview.  I 
knew  it  would  be  of  a  serious  character,  and  I  had  asked  Mr.  Crom- 
well to  make  notes  of  the  interview  so  that  I  might  take  those  notes 
to  the  President  and  submit  to  him  the  condition  of  things  as  it  was 
revealed  by  what  Mr.  Wallace  had  to  say.  After  the  interview  with 
Mr.  Wallace  I  had  to  hurrv  to  catch  the  train  for  New  Haven.  Mr. 
Shonts,  who  had  come  to  the  hotel  after  the  interview,  traveled  with 
me  to  Bridgeport,  in  the  vicinity  of  which  he  was  stayinff  for  the  sum- 
mer. As  the  result  of  the  interview  with  Mr.  Wallace,  I  directed  Mr. 
Shonts  to  do  his  best  to  find  another  engineer  at  once. 
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I  met  the  President  at  Cftm bridge  and  gave  him  notes  of  the  inter- 
view, and  sai'd  to  him  that  the  correspondents  of  the  newspapers  were 
Sressing  me  for  the  facts  in  regard  to  Mr.  Wallace's  leaving;  that  many 
ifferent  reasons  were  being  given,  and  that  the  facts  unexplained 
could  not  but  have  a  most  detrimental  effect  upon  the  discipline 
and  esprit  of  all  our  emploj^ees  on  the  Isthmus.  In  view  of  this, 
the  President  was  strongly  of  opinion — and  I  agreed  with  him — 
that  the  interview  ought  to  be  published,  for  the  purpose  of  discour- 
aging in  the  future  such  an  act  of  disloyalty  as  that  of  which  we  both 
considered  Mr.  Wallace  guilty.  Accordingly  I  returned  to  Washing- 
ton and  prepared  the  published  statement. 

The  report  of  the  interview  of  course  is  not  verbatim,  but  it  is  as 
nearly  accurate  as  it  is  possible  without  stenographic  notes  to  make  it. 
Mr.  Wallace  says  that  he  did  not  state  that  he  had  already  accepted 
the  employment  which  had  been  offered  him.  My  recollection  is  quite 
distinct  that  he  did,  but  whether  he  did  or  not  he  certainly  gave  me  to 
understand  with  emphasis  that  he  proposed  to  accept  it,  and  that  he 
would  not  go  back  to  the  Isthmus  to  take  charge  of  the  work  as  chief 
engineer.  He  intended  to  remain  in  New  York.  His  new  employ- 
ment required  it,  and  he  would  not  go  back  to  the  Isthmus. 

At  the  time  that  I  gave  out  for  publication  the  interview  I  did  not 
include  the  remarks  of  Mr.  Wallace  on  general  conditions,  but  I 
deemed  it  wise,  for  purposes  of  record,  that  a  statement  should  be 
made,  while  the  interview  was  fresh  in  our  minds,  of  just  what  was 
said  bv  Mr.  Wallace  with  reference  to  conditions,  and  1  append, 
as  Exhibit  22,  both  the  statement  as  given  out  and  the  statement 
dictated  by  me  of  the  remainder  of  the  interview. 

Mr.  Wallace  says  that  I  was  very  angrj'^  at  the  interview.  I  can  not 
and  do  not  deny  that  I  was  deeply  indignant  at  what  I  regarded  as 
his  desertion  of  the  Government  work  at  the  most  critical  time  in 
its  histor}',  but  what  I  said  was  not  the  result  of  a  hasty  outburst  of 
anger.  It  was  the  deliberate  opinion  formed  tentatively  after  receiving 
Judge  Magoon's  letters  and  telegram,  and  confirmed  by  all  Mr.  Wal- 
lace's statements  in  the  interview. 

I  do  not  stop  to  discuss  Mr.  Wallace's  legal  right  to  quit  under  his 
contract.  That  is  aside  from  the  real  point.  Mr.  Wallace  knew  that 
a  crisis  was  at  hand  in  the  business  of  the  Government  at  the  Isthmus 
and  that  his  desertion  at  that  time  might  mean  disaster.  He  was  under 
the  highest  moral  obligation  not  to  Leave  his  post  until  he  had  given 
the  Government  an  ample  opportunity  to  replace  him.  His  obligation 
in  this  regard  was  commensurate  with  his  great  responsibility  and 
the  difficulty  of  suddenly  finding  a  substitute  for  him.  Mr.  W^allace 
seems  to  recognize  some  such  obligation.  He  says  in  his  testimony 
that  it  was  his  undoubted  personal  right  to  resign  whenever  he  thought 
it  necessary  to  do  so,  provided^  of  courne^  that  he  took  abundant  care 
that  the  work  in  his  charge  would  nuffer  no  harm  by  reason  of  his 
resignation.  His  justification  for  his  course  is  contained  in  his  letter 
of  June  8,  already  quoted,  in  which  he  says: 

I  know  of  no  time  during  the  next  year  when  the  work  will  be  in  better  conditioii 
to  permit  my  al^sence.  It  is  thoroughly  organized,  everything  possible  that  can 
be  foreseen  provided  for,  and  a  feeling  of  loyalty  and  enthusiasm  now  permeates  the 
entire  personnel. 
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Again,  he  said  m  the  interview  which  he  gav^e  out  in  New  York 
June  30,  and  which  is  quoted  in  his  evidence,  in  regard  to  the  situa- 
tion at  Panama: 

At  no  time  during  the  progress  of  the  work  could  my  relations  have  been  severed 
more  opportunely  than  now  and  with  less  damage  to  the  work.  A  complete  organ- 
ization of  departments  and  bureaus  has  been  effected.  Mr.  W.  E.  Dauchy,  a  gentle- 
man of  high  engineering  attainments,  who  had  been  chief  engineer  of  the  Chicago, 
Rock  Island  and  Pacific  Railroad  Company  and  who  had  occupied  the  position  of 
division  engineer  in  charge  of  the  Culebra  division,  was,  upon  my  leaving  the  Isthmus, 
placed  in  charge  of  the  work  as  acting  chief  engineer,  he  having  occupied  a  similar 
position  during  my  absence  from  the  Isthmus  at  the  call  of  the  Secretary  during  the 
month  of  April  and  having  satisfactorily  conducted  the  work  through  the  demoral- 
ization attendant  upon  the  change  in  organization.  The  only  work  which  can  be 
performed,  until  after  Congress  at  its  next  session  shall  take  some  decided  action,  is 
the  sradual  increase  in  the  organization  and  the  cddition  of  units  of  machinery  along 
a  well-defined  plan,  which  Mr.  Bauchy  thoroughly  understood. 

These  statements  are  untrue.  Upon  this  point  Judge  Magoon, 
who  was  a  member  of  the  executive  committee,  which  had  to  approve 
Mr.  Wallace's  plan  of  reorganization,  says  in  his  letter  of  June  11 
already  quoted: 

Evidently  he  considers  himself  essential  to  this  enterprise  and  for  the  immediate 
present  he  is.  He  has  never  secured  an  assistant  engineer  competent  to  take  his 
place  or  keep  the  work  going  a  decent  pace  for  sufficient  time  to  enable  a  new  chief 
engineer  to  master  the  situation.  His  department  is  not  organized — i.  e. ,  the  machine 
is  not  built  and  therefore  can  not  run  itself. 

It  is  true  that  Mr.  Wallace  raised  the  wages  of  all  the  employees, 
black  and  white,  on  the  Isthmus,  and  this  doubtless  gave  some  satisfac- 
tion, but  in  no  way  stopped  the  panic  or  checked  the  demoralization. 
That  he  perfected  the  organization  in  the  time  between  the  24th  of 
May,  when  he  reached  the  Isthmus,  and  the  16th  of  June,  when  he 
left  there,  is  without  foundation.  Mr.  Wallace  and  Governor  Magoon 
were  the  majority  of  the  executive  committee,  and  at  the  meeting  of 
June  14,  1905,  two  das^s  before  Mr.  Wallace  left  the  Isthmus,  he  sub- 
mitted the  organization  of  the  department  of  construction  and  engi- 
neering, effective  June  1,  1906,  wnich  I  append  as  Exhibit  23. 

In  this  plan  of  organization  provision  w^as  made  for  seventeen  con- 
structing engineers,  who  were  the  chief  engineer,  the  assistant  chief 
engineer,  the  principal  assistant  engineer,  five  division  engineers,  five 
assistant  division  engineers,  and  four  resident  engineers,  and  of  these 
the  positions  of  assistant  chief  engineer,  of  principal  assistant  engineer, 
three  division  engineers,  and  five  assistant  division  engineers,  or  ten 
in  all,  were  vacant.  Mr.  Dauchy  in  this  plan  was  assigned  temporarily 
to  fill  three  division  en^ineerships  and  in  addition  became  acting  chief 
engineer  when  Mr.  Wallace  left.  Mr.  Maltby  was  assigned  temporarily 
to  two  assistant  engineerships.  The  other  vacancies  were  not  even 
temporarily  filled. 

Tne  four  positions  created  by  this  plan,  of  superintendents  of  trans- 

Sortation,  of  excavation,  of  mining,  and  of  dumps  at  Culebra,  the  only 
ivision  where  such  positions  were  provided,  were  all  vacant.  . 
Mr.  A.  M.  Burtt,  supervising  arciiitect,  who  was  to  have  charge  of 
the  most  important  work  that  the  Commission  had  on  hand,  to  wit, 
that  of  constructing  buildings  for  their  laborers,  had  been  a  draftsman 
in  the  office  of  Mr.  Johnson,  the  previous  supervising  architect,  who 
had  died  of  vellow  fever.  He  was  promoted  bv^  Mr.  Wallace  to  the 
position  of  the  chief  of  the  bureau  in  June,  and  when  Mr.  Stevens 
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went  to  tlie  Isthmus  he  found  that  he  had  little  or  no  experience  in 
construction  and  was  obliged  to  relieve  him.  Mr.  Prescott,  who  was 
the  superintendent  of  the  railroad,  had  been  an  assistant  superintend- 
ent under  Colonel  Shaler  and  was  made  superintendent  under  Mr. 
Wallace.  He  was  found  by  Mr.  Stevens  unequal  to  the  task,  as  was 
perfectly  apparent  from  the  bad  state  of  congestion  that  existed  on  the 
ranama  Railroad  at  this  time. 

But  Mr.  Wallace  says  that  Mr.  Dauchy  was  there,  and  quite  as  com- 
petent as  he  was,  as  acting  chief  engineer,  to  carr}'  on  the  work,  I 
need  only  refer  to  General  Davis's  comment  on  the  condition  of  things 
when  Mr.  Dauchy  was  in  charge  to  refute  Mr.  Wallace's  statement  upon 
this  subject.  More  than  this,  Mr.  Wallace  contradicts  himself  by  his 
conduct  in  respect  to  Mr.  Dauchj^  for  he  says  in  his  letter  of  June  8, 
already  an  exhibit: 

The  greatest  handicap  at  this  time  is  the  lack  of  several  high-class  assistants.  All 
the  men  here  are  loyal  and  perfectly  competent  in  the  handling  of  their  several 
divisions  or  bureaus  as  the  work  now  exists,  but,  in  view  of  the  large  amount  of  or- 
ganization and  expansive  work,  several  high-salaried  men  are  needed  who  should 
be  personally  selected  by  the  chief  engineer.  Since  my  original  appointment  aa 
chief  engineer  this  matter  has  been  given  constant  thought,  and  a  great  many  men 
considered  for  the  more  important  positions  that  have  not  yet  been  filled,  particularly 
that  of  assistant  chief  engineer. 

Refusal  after  refusal  has  been  met  with,  although  as  high  as  $15,000  per  annnm 
has  been  offered  in  a  tentative  wav.  This  position  is  a  most  difficult  one  to  till, 
probably  much  more  so  than  it  would  be  to  select  a  successor  to  the  chief  engineer, 
as  his  assistant  must  necessarily  have  ability  fully  equal  to  that  of  his  superior,  and 
be  perfectly  competent  to  step  into  his  place  should  ill  health,  inclination,  or  any 
other  reason  cause  the  chiel  engineer  to  leave  the  service.  It  is  absolutely  neces- 
sary that  a  man  of  this  character  should  be  t-ecared  without  further  delay,  and  that 
he  be  personally  selected  by  and  be  a  man  in  whom  the  chief  engineer  has  perfect 
confidence.  It  will  also  be  necessary  to  employ  other  high-clafis  men  in  the  immedi- 
ate future.  It  was  the  intention  of  the  chief  engineer  to  secure  these  men  on  his 
recent  return  to  the  United  States  after  personal  conferences  and  full  investi- 
gation of  their  records,  but  the  important  matters  connected  with  the  reorganization 
of  the  Commission  and  the  Panama  Railroad  have  prevented;  and  on  account  of  the 
demoralization  which  had  occurred  during  my  absence,  due  to  the  deaths  of  Messrs. 
Johnston  and  West,  and  the  illness  of  General  Davis,  and  the  general  unsettled  state 
of  affairs  existing  on  the  Isthmus,  owing  to  the  reorganization  of  the  Commission,  it 
appeared  highly  desirable  for  me  to  return  to  Panama  than  to  allow  the  question  of 
personnel  to  be  taken  up  at  a  later  date. 

If  it  was  true  that  Mr.  Dauchy  was  a  competent  man  to  carry  on 
the  work  of  or^nization  and  expansion  of  the  organization,  and  keep 
a  firm  hand  and  overcome  the  panic  and  the  confusion  that  was  exist- 
ing on  the  Isthmus^  Mr.  Wallace  would  have  made  him  his  assistant 
chief  engineer,  or  principal  assistant  engineer,  two  ofScials  provided 
for  in  his  plan  of  organization.  Instead  of  that,  in  his  elaborate  plan  of 
organization,  he  retained  him  merel}'^  as  resident  engineer  at  Culebra. 
Nothing  could  more  emphatically  testify  to  the  fact  that  Mr.  Wallace 
did  not  re^rd  Mr.  Daucny  as  equal  to  the  position  in  which  he  left  him. 

Again,  if  this  was  the  most  opportune  time,  as  Mr.  Wallace  says, 
that  would  be  likely  to  come  in  tne  next  year  for  him  to  leave  the 
Isthmus,  why  was  it  necessary  for  him  in  his  telegram  to  me  to  ask 
that  he  be  ordered  from  the  Isthmus?  He  answers  this  in  his  letter 
of  June  8,  which  I  have  already  quoted  above.     He  says: 

The  sujjjrested  order  to  return  to  the  United  States  for  a  conference  with  vou,  prior 
to  your  leaving  for  the  Philippines,  was  to  cause  a  better  effect  on  the  men  here  than 
if  they  understood  that  I  had  returned  of  my  own  volition,  as  it  would  be  natural  to 
suppose  that  you  might  desire  a  personal  conference  with  me  in  relation  to  the  work 
here  before  your  departure  for  a  considerable  absence  from  the  country. 
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In  other  words,  he  wished  me  to  enable  him  to  present  to  the  employ- 
ees and  workmen  on  the  Isthmus  a  fictitious  reason  for  his  leaving  the 
Isthmus.  Why  did  he  wish  it  to  appear  that  he  was  not  leaving^  the 
Isthmus  at  his  own  volition?  Only  one  answer  can  be  made  to  this, 
and  that  is  that  he  knew  that  his  leaving  the  Isthmus  of  his  own  voli- 
tion would  only  add  to  the  panic  and  the  demoralization  which  existed 
on  the  Isthmus  when  he  did  leave.  The  truth  was  that  the  yellow- 
fever  panic  wan  at  its  height  when  he  left  the  Isthmus:  the  number 
of  cases,  the  number  of  deaths,  and  the  number  who  ran  away  from  the 
Isthmus  on  that  account  were  highest  in  June  when  Mr.  Wallace  left, 

Mr.  Wallace  left  Mr.  Dauchy  with  final  authority  not  only  as  chief 
engineer,  but  also  in  the  running  of  the  railrojid,  for  by  a  special  order 
he  placed  Mr.  Prescott  under  Mr.  Dauchy,  with  the  somewhat  useless 
provision  that  if  Mr.  Prescott  did  not  agree  with  Mr.  Dauchy  he 
might  appeal  to  the  vice-president  and  general  manager,  Mr.  Wallace, 
in  theLnited  States.  I  append  hereto,  as  Exhibit  24,  the  order  which 
he  left  on  this  subject.  Now,  the  fact  was  that  Mr.  Dauchy,  so  far  as 
appears,  had  never  had  any  experience  in  managingand  running  a  rail- 
road. He  was  simply  a  railroad  engineer.  Mr.  Prescott  had  shown 
himself  to  be  entirely  unable  to  cope  with  the  congestion  which  then 
existed  on  the  Isthmus,  and  which  was  likely  to  become  a  great  deal 
more  severe.  Because  of  the  reorganization,  and  through  the  efforts 
of  Mr.  Shonts  and  Mr.  Wallace,  ana  the  new  blood  which  was  brought 
into  the  organization,  the  material,  machinery,  and  lumber,for  which 
requisitions  had  been  so  long  delayed  in  filling,  were  now  all  on  the  move 
to  the  Isthmus,  and  Mr.  \\  allace  knew  that  within  the  next  succeeding 
six  weeks  or  two  months  an  enormous  amount  of  material,  machinery, 
and  lumber  must  arrive  on  the  Isthmus  and  must  be  disposed  of  and 
must  be  put  into  constructive  work  if  the  organization  was  to  be  made 
effective  at  all.  Indeed,  it  had  already  begun  to  arrive.  The  increased 
congestion  came,  and  there  was  great  difficulty  in  securing  delivery 
from  the  ships  by  the  railway  of  the  necessary  lumber  for  the  long- 
delayed  construction  by  which  roofs  were  to  be  put  over  our  employees 
and  laborers.  I  append  official  statement  of  material  and  machinery 
arriving  on  Isthmus,  May,  June,  July,  and  August,  1905;  marked 
Exhibit  No.  24^. 

Then  there  were  coming  a  gre^t  many  additions  to  the  force.  By 
reference  to  the  exhibit  already  put  in  it  will  bo  found  that  in  Ma}^ 
there  were  1,753  white  employees  on  the  Isthmus,  which  was  reduced 
by  the  last  day  of  June  to  1,641,  but  that  in  July  this  was  increased  to 
2,402,  and  in  August  to  2,H95,  or  more  than  1,000  in  two  months. 
In  .June  the  number  of  colored  employees  was  8,117,  which  increased 
in  July  b}'  1,786  to  9,855.  In  other  words,  in  white  and  black  there 
wa8  an  increase  within  the  two  months  next  succeeding  Mr.  Wallace's 
departure  of  nearly  8,000  employees.  It  has  been  seen  from  General 
Davis's  report  and  Mr.  Dauchy's  report  how  little  accommodation 
there  was  for  them  on  the  Isthmus.  There  were  2,000  houses  on  the 
Isthmus  left  by  the  French  suitable  and  needed  for  occupancy  by 
our  employees  if  reconstructed  and  repaired.  Mr.  Wallace  had  suc- 
ceeded in  reconstructing  or  repairing  about  350  when  he  left.  The 
testimon^'^  of  Governor  Magoon  and  of  Mr.  Shonts  shows  the  inadequate 

Srovision  there  was  for  the   food.     I   commend   to  you   Governor 
[agoon's  report  of  conditions  on  the   Isthmus  at  that  time,  made 
March  30,  1906,  and  filed  as  Exhibit  25. 
F  o— VOL  3—06 iO 
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The  duty  of  the  hour  was  to  infuse  esprit  de  corps  into  a  frightened 
and  stampeded  force  of  employees,  to.  house  and  feed  an  influx  of 
3,000  new  employees,  to  take  care  of  and  distribute  properly  over  the 
Isthmus  a  great  amount  of  machinery  and  construction  material,  to 
clearan  inadequate  railway  of  greatly  congested  commercial  business, 
and  to  perfect  an  organization  with  not  half  the  needed  leading  a^^sistants. 
This  was  the  time  which  Mr.  AVallace  selected  to  retire  for  a  vacation 
to  study  plans.  The  post  of  danger  and  responsibility  and  honor  under 
such  conditions  was  on  the  Isthmus,  and  it  was  no  time  to  turn  things 
over  to  a  subordinate.  In  the  letter  of  March  15  which  Mr.  Wallace 
wrote  me,  and  which  I  have  already  introduced,  he  uses  the  expi^ession 
^'I  prefer  to  remain  on  the  firing  line,"  indicating  at  that  time,  when 
he  had  no  thought  of  leaving,  where  the  post  of  importance  was  for 
the  chief  engineer. 

I  submit  to  the  committee,  in  view  of  the  facts  that  I  have  given, 
there  is  not  the  slightest  support  in  this  record  for  the  astound- 
ing  statement  by  Mr.  Wallace  which  he  made,  first  in  his  letter  of 
June  8,  again  in  the  statement  which  he  made  to  the  press  on  July 
30,  and  again  in  his  evidence  before  this  committee,  that  there  w^as  no 
time  in  tne  history  of  the  construction  of  the  canal  when  the  chief 
engineer  might  better  be  spared  from  the  Isthmus  than  when  he  left, 
on  the  16th  of  June  last. 

In  Mr.  Wallace's  evidence  before  the  committee  he  does  admit  that 
there  was  demoralization  after  he  left,  but  he  says  that  m}'  criticism  of 
him  at  our  interview  which,  with  the  approval  of  the  President,  I  pub- 
lished, created  the  demoralization.     I  quote  from  his  evidence: 

And  when  Mr.  Stevens  arrived  on  the  Isthmus,  about  the  let  of  August,  I  have 
been  informed  that  he  found  things  in  a  very  demoralized  condition.  Now,  that  was 
not  due  to  my  resignation.  It  was  due  to  the  treatment  when  I  resigned,  and  also 
resulted  from  the  fact  that  as  the  men  that  I  left  on  that  Isthmus  had  seen  their  chief 
discredited  in  a  way,  and  knew  that  a  successor  was  to  fill  his  position  that  had  been 
selected  with  an  idea  that  everything  that  I  had  done  was  subject  to  criticism,  there 
was  Jiot  a  man  there  that  felt  his  place  was  secure,  and  the  result  was  there  was 
naturally  complete  demoralization. 

Upon  this  point,  Governor  Magoon  says  in  his  report  of  March  20, 
1906: 

The  difficulties  and  discomforts  of  the  situation  were  many  and  distressing.  Every- 
one felt  that  Wallace  had  abandoned  the  situation,  and  that  his  action  countenanced 
similar  action  on  the  part  of  others,  and  that  the  inevitable  result  would  be  that 
imperative  action  by  the  executive  committee,  which  should  be  had  at  once,  must-  of 
necessity  be  long  delayed  and  probably  deferred  until  such  time  as  to  make  the 
action  unavailing.  Had  means  of  departure  from  the  Isthmus  been  immediately 
available,  I  believe  we  w^ould  have  had  both  a  panic  and  a  rout.  Before  it  was  poe- 
sible  for  any  considerable  number  of  our  people  to  leave  the  Isthmus,  the  papers 
arrived  containing  the  expression  of  views  made  by  Secretary  Taft  at  the  time  of 
his  interview  with  Mr.  Wallace  in  New^  York.  The  effect  of  reading  this  published 
statement  was  immediate,  far-reaching,  and  beneficial. 

The  ordinary  comment  was,  **  Well,  that  ought  to  stop  the  cold-footed  brigade,** 
or  some  expression  of  like  tenor.  It  brought  to  the  attention  of  all  of  us  what  had 
been  lost  sight  of  in  the  general  discomfort — that  there  was  something  more  involved 
in  the  enterprise  in  w  hich  we  were  engaged  than  our  personal  comfort  or  personal 
advantage;  it  aroused  the  spirit  which  is  so  important  to  armies  or  other  large  bodies 
of  men  engaged  in  a  common  endeavor  that  tney  owed  allegiance  to  the  cause,  and 
having  once  entered  ui)on  the  accomplishment  of  a  purpose  they  must  of  neceeeity 
sacrifice  personal  advantage  to  the  public  enterprise.  There  were  many  evidences 
that  came  to  mv  knowledge  and  to  my  personal  observation  that  the  effect  of  the 
publications  of  tbe  Secretary's  remarks  promoted,  if  it  did  not  create,  in  the  minds  of 
the  Americans  on  the  Isthmus  the  sentiment  to  which  I  have  referred. 
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Mr.  Wallace  deserted  the  Government  at  a  time  when  his  presence  on 
the  Isthmus  was  indispensable,  and  instead  of  making  abundant  provi- 
sion, as  he  says,  for  the  preservation  of  the  interests  of  the  Government, 
he  utterly  ignored  those  interests  and  selected  a  time  for  his  departure 
that  could  not  have  been  more  disastrous.  The  great  good  fortune  which 
we  had  in  happening  within»  three  days  upon  Mr.  Stevens  and  securing 
his  acceptance  was  not  due  in  any  way  to  Mr.  Wallace's  intervention, 
and  the  dangers  which  were  averted  by  this  piece  of  good  luck  are  not 
due  in  the  slightest  degree  to  Mr.  Wallace's  care  or  desire  to  save  the 
interests  of  his  employer  which  he  had  thus  deserted. 

It  is  said  that  I  neglected  the  interests  of  the  United  States  by  dis- 
missing Mr.  Wallace  and  not  availing  myself  of  his  oflfer  to  remain  in 
an  advisory  capacity  and  give  us  the  benefit  of  the  studies  which  he 
had  never  committed  to  paper  at  that  time,  but  which  he  proposed 
to  commit  to  paper  in  the  two  months  of  contemplative  retirement.  I 
was  not  impressed  with  that  suggestion  at  the  time,  and  have  not  been 
since.  However  valuable  his  report,  its  loss  would  never  have  equaled 
the  detriment  to  the  discipline  and  esprit  of  the  service,  had  he  been 
permitted  to  retire  from  the  post  of  danger  and  responsibility  in  such 
an  emergency  and  yet  thereafter  to  enjoy  the  prestige  of  association 
with  the  canal  enterprise.  But  more  than  this,  he  had  advised  me  in 
February'  that  he  had  committed  his  views  to  a  report.  In  his  letter 
of  February  23,  already  among  the  exhibits,  he  wrote  me  on  the  subject 
of  his  report  as  follows: 

In  re^rd  to  canal  matters,  I  presume  by  the  time  this  reaches  you  the  Isthmian 
Canal  Commission  will  have  acte<.l  upon  the  recommendations  contained  in  the 
report  of  the  engineering  committee,  consisting  of  Professor  Burr,  Mr.  Parsons,  and 
General  Davis,  which  was  recently  in  session  for  three  weeks  on  the  Isthmus.  I 
placed  at  the  disposal  of  this  committee  the  results  of  my  studies  during:  the  eight 
months  I  have  held  the  position  of  chief  engineer  of  this  work,  as  contamed  in  my 
report  to  the  Commission  dated  February  1. 

If  the  Commission  shall  have  taken  favorable  action  on  the  engineering  commit- 
tee's report  by  the  time  you  receive  this  letter,  the  principal  engineering  questions 
requiring  expert  council  wNl  have  been  settled.  Those  that  remain  for  further  con- 
sideration will  be  connected  with  the  details  of  the  Gam  boa  dam  and  spillway,  *id 
the  utilization  of  this  dam  for  the  generation  of  electrical  power;  but  all  of  the  prob- 
lems in  reference  to  the  general  plan  and  design  of  the  canal  itself  will  have  been 
disposed  of,  except  those  which  will  of  necessity  have  to  be  decided  by  the  chief 
engineer  on  the  ground  from  time  to  time  as  they  may  arise. 

The  measures  which  were  immediately  taken  to  make  up  for  Mr. 
Wallace's  retirement  are  set  forth  in  Exhibit  26,  hereto  appended. 
The  members  of  the  Canal  Commission  and  Mr.  Stevens  were  able  to 
furnish  the  consulting  board  with  the  needed  data. 

Mr.  Wallace  said  in  his  defense  published  June  30,  and  in  his  evi- 
dence, that  he  was  prevented  by  the  presence  of  Mr.  Cromwell  from 
telling  me  all  the  real  reasons  for  his  leaving  the  office  of  chief 
engineer  and  refusing  to  go  back  to  the  Isthmus,  and  so  contented  him- 
self with  stating  only  one,  to  wit,  that  he  had  had  a  better  offer.     But  in 

a  letter  which  has  been  published  in  full  at  page ,  which  he  wrote 

to  Mr.  Shonts  on  June  26,  the  day  after  the  Manhattan  Hotel  interview, 
but  before  its  publication,  he  says: 

♦  ♦  *  The  business  proposition  that  I  have  now  under  consideration  is  of  such 
an  important  character  and  opens  out  such  a  wide  field  for  future  prosperity  to  me  that 
I  can  not  possibly  see  how  I  would  be  justified  in  declining  it.  My  family  and  those 
of  my  friends  with  whom  I  have  consulted  with  regard  to  it  have  been  absolutely  a 
onit  in  urging  me  to  form  the  new  connection. 
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There  were  so  many  sides  to  this  matter  that  I  thought  it  best  for  the  Secretary  of 
War  and  myself  to  discuss  it  in  all  its  features  and  at  length.  I  also  did  not  feel  that 
it  would  be  fair  to  the  Secretary  to  let  the  matter  go  over  until  after  he  had  left  the 
country. 

Of  course,  both  of  these  statements  can  not  be  true. 

Again,  he  sb,\h  that  one  of  his  reasons  \vhich  he  did  not  tell  me  after 
leaving  the  Isthmus  was,  in  effect,  that  he  felt  that  he  could  not  get 
along  with  Mr.  Shonts;  that  Mr.  Snonts  was  incompetent,  and  that  he 
felt  certain  that  in  the  future  there  would  be  a  break  between  them, 
and  that  it  was  wise  for  him  to  leave  in  advance  of  that.  Yet  in  this 
same  letter  of  June  26th  he  said  to  Mr.  Shonts: 

I  desire  to  express  to  you  my  warm  personal  regard,  and  my  thanks  for  the  kind 
and  generous  way  in  which  you  have  treated  me  in  all  matters  connected  with  the 
work,  and  to  assure  you  that  your  personality  had  nothing  whatever  to  do  with  the 
step  that  I  am  taking;  in  fact,  in  considering  the  questions  from  both  sides,  one  of 
the  strong  inducements  for  me  to  remain  was  your  pleasant  personality  and  our  wann 
personal  triendship. 

On  the  other  hand,  the  probability  of  your  being  disconnected  with  this  work, 
either  in  the  near  or  immediate  future,  which  seemed  to  come  to  me  intuitively,  and 
the  probability  of  the  position  being  filled  by  some  men  with  whom  I  could  not  iiar- 
moniously  act,  was  one  of  the  strong  inducements  that  controlled  me. 

Here  again  Mr.  Wallace  is  refuted  out  of  his  own  mouth. 

Again,  Mr.  Wallace  says  that  he  understood  that  Mr.  Shonts  had 
had  the  assurance  that  he  would  have  a  free  hand  in  the  management 
of  matters.  Doubtless  it  was  true  that  there  was  given  to  Mr.  Shonts 
general  executive  control  of  all  the  affairs  of  the  Commission.  This 
was  quite  in  accord  with  the  order  of  April  1,  in  which  it  was  pro- 
videa  with  respect  to  the  chairman  of  the  Commission  that,  in  addition 
to  having  charge  of  the  fiscal  affairs  of  the  Commission,  the  purchase 
and  deliver}'^  of  all  materials  and  supplies,  the  accounts,  bookkeeping 
and  audits,  and  the  commercial  operations  in  the  United  States  of  the 
Panama  Railroad  and  steamship  lines,  that  he  should  have  charge  of 
the*  general  concerns  of  the  Commission,  subject  to  the  supervision 
and  direction  of  the  Secretarv  of  War,  and  this  was  in  accord  with  the 
recommendation  of  Mr.  Wallace  of  December  5, 1904,  already  included 
in  the  exhibits,  in  which  he  suggested  that  the  chairman  should  have 
general  charge  of  the  executive  functions  of  the  Commission,  and 
should  be  also  a  committee  on  purchases  of  materials  and  supplies. 

Again,  Mr.  Wallace  says  that  another  reiison  for  his  leaving  the 
canal  service  was  because  of  the  all-pervasive  influence  of  ilr.  Crom- 
well. Neither  in  his  interviews  with  Judge  Magoon  nor  in  his  pub- 
lished statement  of  June  30th,  nor  in  his  letter  to  Mr.  Shonts  did 
he  mention  any  such  ground.  This  he  advanced  for  the  first  time 
when  he  came  before  this  committee.  The  instance  of  Mr.  Cromwell's 
pervasive  influence,  which  Mr.  Wallace  dwells  upon  as  pointing  to  dis- 
aster, was  the  appointment  by  the  executive  committee  of  the  railroad 
companv  of  Mr.  Wallace  as  superintendent  of  the  railway  in  March. 
1905.  I  have  explained  how  this  appointment  came  to  be  made  and 
that  it  was  at  my  instance  because  of  Wallace's  suggestion  to  me  that 
it  was  necessar/  for  him  to  control  the  operations  of  the  railroad. 
Mr.  Cromwell  has  handed  me  the  letter  which  Mr.  Wallace  wrote  him 
in  answer  to  his  dispatch  announcing  that  he  had  been  appointed  super- 
intendent of  the  railroad,  and  it  is  as  follows: 
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Isthmian  Canal  Commission, 

Panama,  March  15,  1905, 
John  F.  Wallace,  Chief  Engineer.     Personal. 

Mr.  William  N.  Cromwell, 

Aiiomcy,  Panama  Railroad  Company,  New  York  City. 

My  Dear  Mr.  Cromwell:  I  am  in  receipt  of  your  cable. 

What  did  I  ever  do  to  you  that  would  cause  you  to  try  to  get  even  by  saddling  the 
Panama  Railroad  on  me?  I  never  harmed  you  in  word,  look,  or  thought,  and  always 
had  the  very  kindest  feelings  for  you.  In  common  with  other  American  citizens  I 
have  always  appreciated  the  great*  service  which  you  performed  in  making  the  con- 
struction of  the  Panama  Canal  by  Americans  possible.  And  to  think  that  underneath 
that  most  agreeable  countenance  of  vours  there  should  lurk  a  malicious  heart! 

It  is  such  things  as  these  that  undermines  one's  faith  in  Humanity  and  causes  one 
to  take  a  pessimistic  view  of  life,  from  which  recovery  is  impossible.  Time,  the 
healer  of  all  things,  may  eventually  enable  me  to  forgive  you.  Your  present  per- 
sonal safety,  however,  depends  solely  on  the  2,000  miles  of  rolling  ocean  lying  between 
New^  York  and  Colon. 

I  suppose  some  day  if  you  continue  to  be  controlled  by  malicious  motives  you  will 
see  that  the  title  is  changed  to  one  more  in  accord  with  what  I  have  been  accustomed, 
so  that  my  railroad  friends  will  not  consider  me  as  being  promoted  down  the  ladder. 

When  a  man  makes  his  first  misstep,  like  you  have,  there  is  no  telling  to  what 
extent  he  may  ultimately  be  induced  to  go. 
Yours,  truly, 

John  F.  Wallace.. 

Mrs.  Wallace  desires  to  be  remembered  to  you. 

The  jocularity  and  friendlj^  tone  of  this  letter  does  not  indicate  that 
the  wnter  suspected  disaster  from  his  correspondent  at  that  time. 

Mr.  Wallace  says  that  while  he  approved  of  the  plan  of  reorganiza- 
tion and  expressed  his  approval  of  it,  it  was  not  until  he  got  aboard 
ship  and  was  on  his  way  down  to  the  Isthmus  that,  in  thinking  over 
matters,  he  reached  his  final  conclusion  that  he  would  resign  for  one 
reason  among  others  that  Cromwell  was  a  dangerous  man  and  would 
lead  the  Canal  enterprise  to  disaster.  Compare  this  with  what  he 
wrote  to  Mr.  Cromwell  two  days  after  he  had  landed  on  the  Isthmus: 

Isthmian  Canal  Commission, 

Panama,  May  S6,  1905. 
John  F.  W^allace,  Chief  Engineer. 

Mr.  William  N&lson  Cromwell, 

49  Wall  Street,  New  York. 

My  Dear  Mr,  Cromwell:  During  my  restful  voyage  to  the  Isthmus  on  the  Sepu- 
ranlfta,  while  mulling  over  various  matters  connected  wath  our  work,  my  mmd 
repeatedly  returned  to  the  words  of  advice  and  counsel  which  I  received  from  you, 
|iarticalarly  the  conversation  which  we  had  at  your  house,  where  Mrs.  Cromwell 
and  yourself  so  kindlv  entertained  us  the  night  before  our  departure. 

The  more  thought  t  give  the  matter  the  more  I  am  impressed  with  your  words  of 
wisdom,  and  it  is  needless  for  me  to  say  that  I  will  endeavor  to  carry  out  the  policy 
outlined. 

In  looking  back  over  the  events  of  the  last  few  months,  I  become  more  and  more 
impressed  with  the  wisdom  underlying  the  action  of  the  President  and  the  Secretary 
of  War,  as  well  as  with  the  wisdom  of  their  "privy  counsel "  and  the  tactful  manner 
in  which  matters  have  been  guided  through  the  troubled  waters  of  the  sea  of  com- 
plication which  has  surrounded  the  situation. 

While  my  own  manners  and  methods  are,  as  you  know,  blunt  and  direct,  my 

•  deficiencies  in  this  direction  only  serve  to  enhance  the  appreciation  I  have  of  the 

skilled  and  polished  diplomat  who  has  made  this  great  work  a  possibility,  and  whose 

thoughtful  care  and  guiding  hand  will  be  most  important  factors  in  the  ultimate  suc- 

oesB  of  the  enterprise. 

In  closing,  permit  me,  my  dear  Mr.  CromweH,  **to  lift  my  hat  to  you." 
Sincere! y»  yours, 

John  F.  Wallace. 
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Senator  Morgan.  Did  you  show  that  letter  of  Magoon's  to  Crom- 
well before  Mr.  Wallace  arrived  from  the  Isthmus? 

Secretary  Taft.  My  recollection  is  that  I  did,  sir. 

These  letters  seriously  affect  the  credibility  of  Mr.  Wallace's  testi- 
mony before  this  committee  as  to  why  he  deserted  the  post  of  danger  at 
the  Isthmus  and  are  enough  in  themselves  to  show  that  the  basis  of  my 
criticism  of  him  at  the  Manhattan  Hotel  was  accurate.  The  reasons 
which  Mr.  Wallace  has  now  given  in  his  evidence  for  his  action  are  mere 
afterthoughts;  they  were  not  present  in  his  mind  at  the  interview  at  the 
Manhattan  Hotel,  and  they  never  were  the  real  reasons  for  his  action. 

It  happened,  as  I  have  already  said,  that  by  the  greatest  good  for- 
tune, on  behalf  of  the  Philippine  government  I  had  employed  Mr. 
John.  F.  Stevens  as  consulting  engineer  to  supervise  the  construction 
of  railroads  in  the  Philippines.  Mr.  Stevens  had  gone  west  to  Chicago 
to  make  ready  to  go  with  the  Philippine  party  to  Manila.  As  soon  as 
it  was  decided  that  Mr.  Wallace  would  not  continue  as  chief  engineer 
.  1  directed  Mr.  Shonts  to  make  inquiry  everywhere  in  regard  to  Mr. 
Stevens's  qualifications  a&  chief  constructive  engineer  to  build  the 
canal.  To  my  great  relief  the  answers  procured  within  two  days  were 
most  satisfactory,  and  then  the  question  was,  Would  Mr.  Stevens  accept? 
Mr.  Stevens  took  time  to  consider,  consulted  Mrs.  Stevens,  and  finally 
consented,  at  a  salary  of  $30,000,  to  accept  the  responsible  office.  In 
this  most  remarkable  way  we  succeeded  m  obtaining  one  of  the  very 
few  men  in  this  country  capable  of  performing  the  task,  although  we 
had  but  two  or  three  days  in  which  to  do  it.  Had  we  been  as  unfortu  - 
nate  in  selecting  a  chief  engineer  for  the  work  as  Mr.  Wallace  was  in 
securing  his  two  chief  assistent  engineers  we  should  have  been  delayed 
more  than  a  year  in  finding  the  proper  man. 

Mr.  James  J.  Hill,  probably  the  greatest  American  railroad  con- 
structor, has  told  me  that  he  has  known  Mr.  Stevens  for  seventeen 
years,  and  that  if  we  had  searched  the  country  over  and  every  com- 
petent person  had  been  willing  to  accept  we  could  not  have  obtained  a 
man  better  adapted  to  the  peculiar  work  of  building  the  canal  than 
Mr.  Stevens.  Everything  that  Mr.  Stevens  has  done  smce  he  has  been 
in  the  employ  of  the  Commission  as  chief  engineer  justifies  this  esti- 
mate of  Mr.  Hill,  and  I  am  sincerely  thankful  that  at  a  time  when 
everything  seemed  most  dark  and  discouraging  in  the  construction  of 
the  canal,  and  when  the  climax  of  trouble  was  reached  in  the  retire- 
ment of  Mr.  Wallace,  we  were  able  to  secure  Mr.  Stevens. 

THE   MARKEL  CONTRACT. 

Everything  with  respect  to  the  Markel  contract  occurred  while  I 
was  in  the  Philippines,  except  the  action  on  it  by  the  railroad  direct- 
ory, which  occurred  while  1  was  making  my  trip  to  the  Isthmus  in 
November,  1905.  In  my  letter  transmitting  the  annual  report  of  the 
Commission  I  discussed  the  whole  subject  and  have  nothing  to  add  to 
it,  except  to  say  that  I  am  strongly  convinced  b}'  the  evidence  that  Mr. 
Shonts  acted  in  the  utmost  good  faith  and  in  the  earnest  desire  to  secui-e 
the  best  method  of  feeding  the  employees  on  the  Isthmus.  Mr.  Markel 
struck  me  as  a  man  of  directness  and  simplicity  and  one  who  was 
willing  to  do  the  fair  thing. 

It  is  a  mistake  to  suppose  that  under  the  original  contract  there  was 
any  power  of  absolute  cancellation  by  the  Government.     The  power 

cancellation  was  conditioned  on  Markel's  failure  to  satisfy  the  gen- 
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eral  manager  of  the  railroad  with  the  work  which  he  did  under  the 
contract,  and  it  is  well-established  law  that  the  general  manager  would 
in  expressing  his  satisfaction  or  dissatisfaction  be  obliged  to  exercise 
good  faith.  To  substitute  for  such  a  cancellation  clause  without  any 
consideration  a  clause  which  gave  the  absolute  right  on  the  part  of  the 
TJovernment  of  cancelling  it  any  time  without  making  compensation 
for  the  contractor's  outlay  and  time  then  incurred,  would  have  been  a 
most  inequitable  arrangement,  and  I  am  sure  that  the  committee  will 
conclude  when  it  takes  all  of  the  circumstances  into  consideration  that 
the  action  of  the  President  in  approving  the  payment  to  Markel  of  a 
reasonable  amount  for  his  expenses  and  the  time  he  consumed  and  the 
trouble  to  which  be  was  put,  was  not  only  just  but  completely  within 
the  President's  discretion,  as  the  Attorney  General  has  held. 

Senator  Morgan.  That  was  all  done  by  the  board  of  directors  of 
the  railroad,  was  it  not  J 

Secretary  Taft.  Yes,  sir;  but  subsequently  examined  by  me,  and 
approved  by  me  in  the  letter  of  transmittal. 

THE    REVOCABLE   LICENSE   TO  THE   UNION   OIL  COMPANY  FOR  THE  CON- 
STRUCTION  OF  A   PIPE   LINE   FROM   PANAMA  TO  COIX)N. 

I  observe  that  there  has  been  considerable  discussion  before  this 
committee  of  the  propriety  of  the  action  of  the  President,  taken  on 
my  recommendation,  m  granting  a  revocable  license  to  the  Union  Oil 
Company  of  California  to  lay  a  pipe  line  from  Panama  to  Colon  for 
the  conveyance  of  crude  oil  from  oil  steamers  on  the  Pacific  to  oil 
steamers  on  the  Atlantic.  I  append  as  Exhibit  27  the  entire  corre- 
spondence on  the  subject,  and  shall  state  the  matter  as  succinctly  as 
I  can. 

The  Union  Oil  Companj-'s  president  applied  to  me  for  a  revocable 
license  to  construct  the  pipe  line  across  the  Isthmus.  He  stated 
that  they  were  an  independent  oil  compan}'  and  had  no  association 
whatever  with  the  Standard  Oil  Company;  he  said  they  had 
extensive  oil  fields  in  California  from  which  they  obtained  an 
excellent  quality  of  crude  oil,  and  that  thej"  desired  to  furnish 
this  oil  to  the  Commission  for  use  in  its  work  on  the  Isthmus, 
hut  that  they  also  and  chiefly  desired  a  pipe  line  across  the 
Isthmus,  b\'  which  they  might  transport  the  oil  to  New  York  to  refin- 
eries about  to  be  constructed,  so  tnat  they  might  compete  with  the 
Standard  Oil  Company.  I  said  to  them  that  I  could  not  discuss  with 
them  such  a  proposition  unless  they  had  been  able  to  procure  from 
the  Panamanian  authorities  a  revocable  license  for  the  same  thing. 
At  the  same  time  they  referred  me  to  Mr.  Morton,  then  Secretarv  of 
the  Navy,  and  also  to  Mr.  Metcalf ,  Secretary  of  Commerce  and  Labor, 
both  of  whom  said  they  knew  the  Union  Oil  Company  to  be  a  reputa- 
ble concern,  with  capital  sufficient  to  carry  out  its"  obligations.  1 
had  other  assurances  from  reputable  lawyers  and  business  men  from 
San  Francisco.  In  a  short  time  the  president  of  the  oil  company 
came  to  me  and  presented  a  license  issued  to  him  by  the  Panamanian 
Government  for  the  construction  of  a  refining  plant  in  Panama,  with 
a  branch  at  Colon,  and  a  license  to  construct  a  pipe  line  outside  of  the 
Zone  across  the  Isthmus.  This,  he  said,  would  entail  great  expense 
and  make  a  very  roundabout  course,  and  said  he  preferred  the  Zone 
if  we  could  grant  the  license.     I  took  the  matter  to  the  President  and 
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the  Cabinet,  and  it  was  decided  that  a  revocable  nonexclusive  license 
for  a  rental  of  $500  a  month  might  well  be  granted  in  the  public  inter- 
est under  the  conditions  which  are  mentioned  in  the  license,  to  wit, 
that  the  company  should  furnish  oil  at  the  maximum  price  of  90  cents 
a  barrel  at  any  time  when  the  Commission  demanded  it;  that  it  would^ 
lay  its  pipe  along  lines  fixed  by  the  chief  engineer  and  that  it  should 
move  its  pipe  at  any  time  at  the  direction  of  the  chief  engineer, 
and  that  it  should  move  it  entirely  at  the  direction  of  the  Commisj- 
sion.  At  a  later  date  I  had  a  letter  from  Mr.  Lindon  W.  Bates, 
representing  some  Texas  oil  fields,  in  which  he  said  he  wished  to  be 
considered  as  a  bidder  for  the  sale  of  oil,  and  to  know  whether  an 
advertisement  would  be  issued  for  this  purpose  inviting  competition. 
I  told  him  what  had  been  done  and  said  to  him  that  we  were  not  now 
asking  for  bids  on  oil,  but  that  in  the  future  it  was  very  probable  we 
should  need  oil,  and  that  in  the  meantime  if  anybody  desired  to  exer- 
cise the  same  privilege  which  had  been  granted  to  the  Union  Oil  Com- 
pany, for  the  construction  of  a  pipe  line  across  the  Isthmus,  it  would 
be  granted  under  exactly  the  same  conditions  imposed  upon  the  Union 
Oil  Compan3\  This  was  some  three  months  ago  and  I  have  not  heard 
from  Mr.  Bates  since.  Senator  McCumber,  of  North  Dakota,  wrote  me 
a  letter  inquiring  into  the  subject  of  the  oil  pipe  license  on  the  Isthmus, 
and  I  sent  him  all  the  papers,  including  the  license  and  the  correspond- 
ence that  I  had  had  witn  tne  Union  Oil  Company  and  with  Mr.  Lindon  W. 
Bates.  Since  that  time  I  have  had  an  application  from  two  oil  com- 
panies, said  to  be  associated  with  the  Standard  Oil  Company,  in  which 
they  requested  that  the  pipe  line  of  the  Union  Oil  Company  be  made  a 
common  carrier.  1  wrote  a  letter  to  the  Union  Oil  Company  and  asked 
whether  this  could  be  done,  and  they  objected  to  it  on  the  ground  that 
they  had  oil  enough  to  use  the  pipe  themselves  continuously,  and  that 
they  did  not  care  to  injure  the  qualit}"  of  their  oil  by  carrying  out  such  a 
plan.  1  advised  the  agent  of  the  two  oil  companies  making  the  latest 
application  that  I  would  consider  favorably  an  application  on  their  part 
to  construct  a  pipe  line  across  the  Isthmus,  and  would  allow  them,  if  thev 
desired  to  do  so,  to  use  it  as  a  common  carrier  at  rates  to  be  fixed  witli 
the  Secretary  of  War.  This  I  did  after  conferences  with  the  President 
and  the  Cabinet.  I  have  heard  nothing  from  them  since  that  tinie. 
Mr.  Stevens  advised  me  that  there  was  plenty  of  room  for  half  a  dozen 

Eipe  lines  across  the  Isthmus  and  that  they  would  not  interfere  with 
is  work  at  all  if  he  had  the  right  to  sa}^  where  they  should  go.  My 
idea  has  been  that  this  would  not  only  tend  to  introduce  competition 
into  the  oil  business  in  the  East,  but  also  that  when  the  work  on  the 
Isthmus  had  reached  a  greater  state  of  development  than  it  now  is  in,  it 
would  probably  be  possible  for  us  to  use  oil  much  more  economically 
than  coal,  and  that  with  two  or  three  pipe  lines  we  could  succeed  in 
getting  oil  at  a  very  reasonable  rate.  There  is  absolutely  no  preference 
to  anybody  in  this  arrangement.  The  Union  Oil  Company  is  going 
ahead  to  build  its  pipe  line  and  shows  the  genuineness  of  the  offer  by 
the  promptness  with  which  it  has  complied  with  the  conditions  of  the 
revocable  license.  If  an3"bod3^  else  desires  the  same  privilege,  it  is  open 
to  him.  When  the  Government  comes  to  buy  oil  it  will  advertise  for 
bids  and  buy  it  from  the  bidder  who  will  deliver  his  oil  at  the  cheapest 
rate  whether  b}'^  pipe  line  or  otherwise. 
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THE  QUESTION  OF   LABOR. 

With  deference  to  the  opinion  of  men  much  more  experienced  in  the 
matter  than  I,  1  venture  to  say  that  we  shall  have  to  build  the  canal 
with  tropical  negro  labor,  expensive  as  it  is.  It  may  be  that  we  shall 
secure  Spaniards  or  other  white  men  who  are  able  to  withstand  the 
tropical  sun,  but  at  present  I  see  but  little  prospect  of  it. 

Chinamen  do  not  make  better  laborers  than  other  people  when 
imported  without  their  bosses  or  No.  1  men  who  have  absolute  con- 
trol over  them.  Thej^  have  been  tried  on  the  Isthmus  before,  and 
showed  themselves  quite  subject  to  disease  and  also  to  discouragement 
leading  to  suicide.  The  negro  labor  of  the  West  Indies  is  inexnausti- 
ble  so  far  as  our  demands  go,  and  it  seems  to  me  that  we  must  rely  on 
training  them,  eliminating  the  poor  and  rewarding  the  more  indus- 
trious and  competent.  I  do  not  tnink  that  Mr.  Shonts  and  Mr.  Stevens 
agree  with  me  in  this,  and  I  am  quite  willing  to  follow  them  in  any 
experiment  within  the  law  which  will  lead  to  a  different  result  from 
that  I  anticipate.     But  this  is  my  present  judgment. 

SHALL  THE  CANAL  BE  BUILT  BY  CONTRACT? 

Of  course  the  canal  ought  to  be  built  by  contract  if  it  can  be  so 
built^  and  I  think  every  one  who  knows  about  the  situation  believes 
that  ultimately  it  will  be  possible  in  the  interests  of  the  Government  to 
make  proper  contracts;  but  I  beg  the  committee  in  the  discussion  of 
this  subject  to  bear  in  mind  that  at  present  it  is  utterly  impossible  to 
frame  a  law  which  shall  be  of  any  assistance  in  furtKering  the  con- 
struction of  the  canal  by  contract.  The  Government  is  bound  to  pro- 
ceed with  construction  for  some  time  in  order  that  it  may  itself  learn 
the  cost  of  doing  work  under  the  conditions  that  exist  on  the  Isthmus, 
and  in  order  that  contractors  may  learn  from  the  actual  conditions  the 
prices  which  they  can  afford  to  bid  for  the  work  to  be  done.  Mr. 
Stevens  told  me  that  he  thought  it  might  require  a  year  before  all  the 
plans  and  specifications  for  the  work  could  be  concluded. 

He  is  now  almost  ready  to  begin  work  on  the  construction  of  the 
canal  as  soon  as  its  type  is  determined,  and  the  making  of  plans  and 
specifications  would  not  interfere  at  all  with  his  proceeding  upon  the 
work,  which  does  not  need  the  completion  of  plans  and  specifacations 
to  begin  and  continue  it. 

Certainly  a  year,  and  probably  more,  must  elapse  before  the  time 
arrives  in  which  invitations  for  bids  should  be  prepared,  and  then  six 
months  or  even  longer  time  should  be  given,  m  order  that  possible 
bidders  may  have  the  opportunity  to  examine  the  Isthmus  and  make 
sure  of  the  work  they  will  have  to  do.  If  bids  were  opened  now, 
bidders  woiild  be  in  the  dark,  and  the  result  would  be  much 
higher  prices  because  of  the  large  element  of  risk  due  to 
lack  of  Knowledge  which  would  enter  into  the  fixing  of  every 
bid,  and  thereby  increase  it  largely.  There  is  not  the  slight- 
est disposition  on  the  part  of  anyone  for  the  Government 
itself  to  build  the  canal.  It  will  be  much  better  to  have  the  Govern- 
ment make  the  contracts  and  then  use  the  chief  engineer  and  such 
subordinates  as  may  be  necessary  to  supervise  the  work  and  see  that 
the  contracts  are  properly  performed  and  their  terms  complied  with. 
But  there  are  many  diflHcult  questions  to  be  settled  as  to  the  way  in 
which  such  contracts  ought  to  be  let,  whether  the  work  ought  to  be 


2576  INVESTIGATION   OF   PANAMA   CANAL   MATTEKS. 

divided,  or  \vhether  the  contmct  ought  to  be  let  as  a  whole.  The 
Government  would  of  course  rent  its  plant  to  the  successful  bidder, 
and  probably  would  have  to  turn  over  tne  milroad  to  him  to  run,  com- 
plying with  the  charter  as  to  commercial  business.  The  necessit}^  for 
the  use  of  the  milroad  in  the  construction  of  che  canal  and  doing  the 
work  which  will  have  to  be  done  by  contract  may  lead  to  a  unit  con- 
tract, for  it  is  difficult  to  see  how  different  contractors  spreiul  along 
the  axis  of  the  canal  route  could  all  control  and  make  use  of  the  rail- 
road without  confusion  and  conflict. 

CONCLUSION. 

I  have  now  covered  the  subjects  which  I  noted  for  discussion  and 
merely  wish  to  close  my  statement  as  1  begun  it,  with  urging  the  com- 
mittee to  as  speedy  action  as  possible  consistent  with  the  discharge  of 
its  responsible  duty  in  selecting  the  type  of  the  canal.  The  law  now 
fixes  what  that  type  is.  If  the  committee  abides  by  the  law  as  to  what 
that  type  shall  Se,  well  and  ^ood,  but  if  it  desires  to  see  the  Congress 
reverse  its  past  action  in  this  regard,  then,  on  behalf  of  the  President 
and  the  Administration  and  the  Canal  Commission,  I  earnestly  ask  for 
an  early  decisiim. 

In  this  verv  long  paper  1  have  attempted  to  review  the  important 
questions  which  seem  to  have  occupied  the  attention  of  the  committee 
in  its  very  patient  and  thorough  examination.  Had  our  foresight 
been  as  clear  and  wise  as  our  retrospect  may  now  be  comprehensive 
and  detailed,  we  might  have  avoided  a  number  of  mistakes.  We  have 
taken  about  two  years  to  make  the  preparations  necessary  to  liegin 
the  work  of  excavation.  Those  preparations  have  involved  a  great 
deal  of  preliminary  construction  and  a  great  deal  of  persistent  effort 
to  make  the  Isthmus  a  healthy  place  in  which  our  officers,  employees, 
and  laborers  may  live  and  work.  There  have  been  a  great  many  diflB- 
culties  to  overcome  in  effecting  a  proper  organization.  As  this  is  a 
governmental  work  and  as  every  member  of  the  public  is  entitled  to 
know  how  it  progresses,  it  has  been  subjected  to  a  great  deal  of  criti- 
cism, both  just  and  unjust.  It  is  impossible  to  compare  the  number  of 
mistakes  made  in  such  preparation  and  organization  with  the  number 
of  mistakes  that  would  nave  been  made  under  private  organization,  for 
the  reason  that  private  corporate  organization  is  not  suojected  to  the 
fierce  light  that  beats  on  a  Government  enterprise.  The  agents  of  a 
corporation  are  not  held  up  to  public  obloquy  by  writere  in  the  public 
press  who  can  make  but  partial  investigation  into  the  facts  and  are  con- 
sciously or  unconsciously  anxious  to  exagoferate  and  make  sensational 
the  faults  of  public  servants.  This  one  circumstance  of  the  injustice 
and  unfairness  of  public  criticism  through  the  press  creates  reluctance 
on  the  part  of  comjjetent  men  to  accept  positions  of  responsibility  in 
such  an  enterprise.  In  spite,  however,  of  all  the  difficulties,  I  feel 
confident,  from  the  reports  which  come  to  me,  that  everything  on  the 
Isthmus  under  the  most  efficient  administration  of  Mr.  Shonts,  Gov- 
ernor Magoon,  and,  most  of  all,  Mr.  Stevens,  is  in  a  condition  that 
ought  to  commend  itself  to  your  committee.  The  enterprise  is  now 
organized  on  business  principles  and  it  is  about  time  for  the  work  of 
construction  to  begin.  He  would  be  a  rash  man  who  would  assert 
positively  and  unequivocall}'  that  there  had  not  been  any  waste  of 
money  or  any  corruption  of  any  kind  in  the  expenditure  of  some  seven- 
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teen  or  eighteen  millions  under  the  conditions  of  distance  and  the  some- 
times necessar}^  freedom  from  the  closest  supervision  that  have  obtained 
in  this  work,  but  it  can  be  affirmed  that  in  spite  of  all  the  investiga- 
tions, in  spite  of  all  the  publicity  given  in  various  papers,  as  yet  there 
has  been  no  proof  of  corruption  of  any  sort  in  the  enterprise  since  the 
beginning,  and  I  certainly  nope  that  there  is  and  will  be  nothing  to 
justify  such  proof, 

I  am  now  subject  to  the  questions  of  the  committee. 

Senator  Morgan.  I  wish  to  ask  you,  before  we  separate,  if  your 
attention  has  been  called  to  the  fact  that  in  the  passage  of  the  Spooner 
law  the  Congress  had  no  report  before  it  except  the  first  Walker 
report? 

Secretary  Taft.  I  so  understood;  which  put  the  level  of  the  canal  at 
90  feet,  as  I  recollect  it. 

Senator  Morgan.  Yes.  That  report  condemned  the  sea-level  pro- 
ject, as  I  understand  it.     It  was  clear  that  it  did. 

Secretary  Taft.  Yes,  sir.  At  least,  it  did  not  favor  it.  It  did  favor 
the  other.  " 

Senator  Morgan.  It  really  condemned  it  as  an  impmoticable  scheme 
considering  all  the  surrounding  circumstances.  To  the  like  effect,  and 
in  stronger  words,  it  condemned  the  Gatun  location.  Now,  the  Presi- 
dent, through  the  present  Commission,  a  minority  of  whom  have 
reported  in  favor  of  the  Gatun  dam — I  mean  the  Consulting  Board 

Secretary  Taft.   ^es. 

Senator  Morgan  (continuing).  Asserts  the  right,  as  I  understand 
you  to  assert  it,  to  claim  that  the  law  authorizes  him  to  build  the  dam 
at  Gatun,  if  we  do  nothing  else? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  I  wanted  to  call*  your  attention  to  that  because  I 
take  issue  with  you  upon  that  legal  proposition. 

Secretary  Taft.  My  proposition  is  this:  That  the  Spooner  Act  gives 
the  President  the  right  to  build  any  kind  of  a  dam  that  he  thinks«wise.  . 
The  amount  provided  is  commensurate  with  that  recommended  by  the 
Walker  Commission  for  the  construction  of  a  90-foot  canal.  The 
President  has  recommended  the  85-foot  canal,  and  has  said  to  Congress 
that  if  it  does  not  choose  now  to  take  the  responsibility  of  saying  just 
what  the  type  of  the  canal  shall  be,  he  shall  go  on  and  exercise  the 
authority  conferred  upon  him  b}^  Congress  in  the  Spooner  Act;  that 
authoritj'  to  be  exercised,  of  course,  in  connection  with  Congress  in 
making  the  appropriations  under  his  recommendations  and  estimates. 

Senator  Morgan.  My  proposition  in  regard  to  the  Gatun  dam  is 
that  it  was  distinctly  condemned  in  that  report,  and  Congress,  acting 
on  the  report,  must  be  considered,  I  think,  as  having  joined  in  the 
condemnation;  and  now  that  the  Gatun  dam  is,  through  the  Presi- 
dent's adoption  of  the  report,  made  the  location  for  the  Gatun  dam,  I 
can  not  make  the  connection  between  the  Spooner  Act  and  the  estab- 
lishment of  a  dam  at  Gatun,  which  that  report  condemns.  I  do  not 
see  the  logical  or  legal  connection  between  the  two  propositions.  I 
merely  wanted  to  call  it  to  your  attention,  so  that  you  might  think  it 
over  before  the  examination  is  conducted  any  further. 

(The  committee  thereupon  adjourned  until  to-morrow,  Friday,  April 
20,  1906,  at  10.30  o'clock  a.  m.) 
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Exhibit  1. — The  Spooner  Act, 

AN  ACT  to  provide  for  the  construction  of  a  canal  connecting  the  waters  of  the  Atlantic  and  Padflc 

oceans. 

Be  it  enacted  by  the  Semite  and  House  of  Representatives  of  ilu  United  States  of  America 
in  Congress  assembled,  That  the  President  of  the  United  States  is  hereby  authorised 
to  acquire,  for  and  on  behalf  of  the  United  States,  at  a  cost  not  exceeding  forty 
millions  of  dollars,  the  rights,  privil^es,  franchises,  concessions,  grants  of  land,  right 
of  way,  unfinished  work,  plants,  and  other  property,  real,  personal  and  mixed,  of 
every  name  and  nature,  owned  by  the  New  Panama  Canal  Company,  of  France,  on 
the  Isthmus  of  Panama,  and  all  its  maps,  plans,  drawings,  records  on  the  Isthmus  of 
Panama  and  in  Paris,  including  all  the  capital  stock,  not  less,  however,  than  sixty- 
eight  thousand  eight  hundred  and  sixty-three  shares  of  the  Panama  Railroad  Com- 
pany, owned  by  or  held  for  the  use  of  said  canal  company,  provided  a  satisfactory 
title  to  all  of  said  property  can  be  obtained. 
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Sec.  2.  That  the  President  is  hereby  authorized  to  acquire  from  the  Republic  of 
Colombia,  for  and  on  behalf  of  the  United  States,  upon  such  terms  as  he  may  deem 
reasonable,  perpetual  control  of  a  strip  of  land,  the  territory  of  the  Republic  of 
Colombia,  not  less  than  six  miles  in  width,  extending  from  the  Caribbean  Sea  to  the 
Pacific  Ocean,  and  the  right  to  use  and  dispose  of  the  waters  thereon,  and  to  exca- 
vate, construct,  and  to  perpetually  maintain,  operate,  and  protect  thereon  a  canal  of 
such  depth  and  capacity  as  will  afford  convenient  passage  of  ships  of  the  greatest 
tonnage  and  draft  now  in  use,  from  the  Caribbean  Sea  to  the  Pacific  Ocean,  which 
control  shall  include  the  right  to  perpetuailv  maintain  and  operate  the  Panama 
Railroad,  if  the  ownership  thereof,  or  a  controlling  interest  therein,  shall  have  been 
acquired  by  the  United  States,  and  also  juris<liction  over  said  strip,  and  the  ports  at 
the  ends  thereof  to  make  such  police  and  sanitary  rules  and  regulations  as  snail  be 
necessary  to  preserve  order  and  preserve  the  pubhc  health  thereon,  and  to  establish 
such  judicial  tribunals  as  may  be  agreed  upon  thereon  as  may  be  necessary  to  enforce 
such  rules  and  regulations. 

The  President  may  acquire  such  additional  territory  and  rights  from  Colombia  as 
in  his  judgment  will  facilitate  the  general  purpose  hereof. 

Sbc.  3.  That  when  the  President  shall  have  arranged  to  secure  a  satisfactory  title 
to  the  property  of  the  New  Panama  Canal  Company,  as  provided  in  section  one 
hereof,  and  shall  have  obtained  by  treaty  control  of  the  necessary  territory  from  the 
Republic  of  Colombia,  as  provideJl  in  section  two  hereof,  he  is  authorized  to  pay  for 
the  property  of  the  New  Panama  Canal  Company  forty  millions  of  dollars,  ana  to  the 
Republic  of  Colombia  such  sum  as  shall  have  been  agreed  upon,  and  a  sum  sufficient 
for  both  said  purposes  is  hereby  appropriated,  out  of  any  money  in  the  Treasury  not 
otherwise  appropriated,  to  be  paia  on  warrant  or  warrants  drawn  by  the  President. 

The  President  shall  then,  through  the  Isthmian  Canal  Commission  hereinafter 
authorized,  cause  to  be  excavated,  constructed,  and  completed,  utilizing  to  that  end, 
as  far  as  practicable,  the  work  heretofore  done  by  the  NewPanaraa  Canal  Company, 
of  France,  and  its  predecessor  company,  a  ship  canal  from  the  Caribbean  Sea  to  the 
Pacific  Ocean.  Such  canal  shall  be  of  sufficient  capacity  and  depth  as  shall  afford 
convenient  passage  for  vessels  of  the  largest  tonnage  ancl  greatest  draft  now  in  use, 
and  such  as  may  be  reasonably  anticipate<i,  and  shall  be  supplied  with  all  necessary 
locks  and  other  appliances  to  meet  the  necessities  of  vessels  passing  through  the  same 
from  ocean  to  ocean;  and  he  shall  also  cause  to  be  constructed  such  safe  and  com- 
modious harbors  at  the  termini  of  said  canal,  and  make  such  provisions  for  defense 
as  may  be  net^ssary  for  the  safety  and  protection  of  said  canal  and  harbors.  That 
the  President  is  autnorized  for  the  purposes  aforesaid  to  employ  such  persons  as  he 
may  deem  necessary,  and  to  fix  their  compensation. 

Sec.  4.  That  should  the  President  be  unable  to  obtain  for  the  United  States  a  satis- 
factory title  to  the  property  of  the  New  Panama  Canal  Company  and  the  control  of 
•  the  necessary  territory  of  the  Republic  of  Colombia  and  the  rights  mentioned  in  sec- 
tions one  an^  two  of  this  act,  within  a  reasonable  time  and  upon  reasonable  terms, 
then  the  President,  having  first  obtained  for  the  United  States  perpetual  control  by 
treaty  of  the  necessary  territory  from  Costa  Rica  and  Nicaragua  upon  terms  which 
he  may  consider  reasonable,  for  the  construction,  perix'tual  maintenance,  operation, 
and  protection  of  a  canal  connecting  the  Caribbean  Sea  with  the  Pacific  Ocean  by 
what  is  commonly  known  as  the  Nicaragua  route,  shall  through  the  said  Isthmian 
Canal  Commission,  cause  to  be  excavated  and  constructed  a  ship  canal  and  waterway 
from  a  point  on  the  shore  of  the  Carribean  Sea  near  Grevtown,  by  way  of  Lake  Nic- 
ara^a,  to  a  point  near  Brito  on  the  Pacific  Ocean.  Said  canal  shall  be  of  sufficient 
capacity  and  depth  to  afford  convenient  passage  for  vessels  of  the  largest  tonnage  and 
greatest  draft  now  in  use,  and  such  as  may  be  reasonably  anticipated,  and  shall  be 
supplied  with  all  necessary  locks  and  other  appliances  to  meet  the  necessities  of  ves- 
sels passing  through  the  same  from  ocean  to  ocean;  and  h%  shall  also  construct  such 
safe  and  commodius  harbors  at  the  termini  of  said  canal  as  shall  be  necessary  for 
the  safe  and  convenient  use  thereof,  and  shall  make  such  provisions  for  defense  as 
may  be  necessary  for  the  safety  and  protection  of  said  harbors  and  canal;  and  such 
sum  or  sums  of  money  as  may  be  agreed  upon  by  such  treaty  as  compensation  to  be 
paid  to  Nicaragua  and  Costa  Rica  for  the  concessions  and  rights  hereunder  provided 
to  be  adjuibed  by  the  United  States  are  hereby  appropriated,  out  of  any  money  in 
the  Treasury  not  otherwise  appropriated,  to  be  paid  on  warrant  or  warrants  drawn 
by  the  President. 

'The  President  shall  cause  the  said  Isthmian  Canal  Commission  to  make  such  sur- 
veys as  may  be  necessary  for  said  canal  and  harbors  to  be  made,  and  in  making  such 
surveys  ancl  in  the  construction  of  said  canal  may  employ  such  persons  as  he  may 
deem'necessary,  and  may  fix  their  compensation. 

In  the  excavation  and  construction  of  said  canal  the  San  Juan  River  and  Lake 
Nicarag^,  or  such  parts  of  each  as  may  be  made  available,  shall  be  used. 
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Sec.  5.  That  the  sum  of  ten  million  dollars  is  hereby  appiO|kriated,  out  of  any 
money  in  the  Treasury  not  otherwise  appropriated,  toward  tne  project  herein  con- 
templated by  either  route  so  selected. 

And  the  President  is  hereby  authorized  to  cause  to  be  entered  into  such  contract 
or  contracts  as  may  be  deemed  necessary  for  the  proper  excavation,  construction, 
completion,  and  defense  of  said  canal,  harbors,  and  defenses,  by  the  route  finally 
determined  upon  under  the  provisions  of  this  act.  Appropriations  therefor  shall 
from  time  to  time  be  hereafter  made,  not  to  exceed  in  the  aggregate  the  additional 
sum  of  one  hundred  and  thirty-five  millions  of  dollars,  should  the  Panama  route  be 
adopted,  or  one  hundred  and  eighty  millions  of  dollars  should  the  Nicaragua  route 
be  adopted. 

Sec.  6.  That  in  any  agreement  with  the  Republic  of  Colombia,  or  with  the  States 
of  Nicaragua  and  Costa  Kica,  the  President  is  authorized  to  guarantee  to  said  Republic 
or  to  said  States  the  use  of  said  canal  and  harbors,  upon  such  terms  as  may  be  agreed 
upon,  for  all  vei-«els  owned  by  said  States  or  by  citizens  thereof. 

Sec.  7.  That  to  enable  the  President  to  construct  the  canal  and  works  appurtenant 
thereto,  as  provided  in  this  act,  there  is  hereby  created  the  Isthmian  Canal  Commis- 
sion, the  same  to  be  composed  of  seven  members,  who  shall  be  nominated  and 
appointed  by  the  President,  by  and  with  the  advice  and  consent  of  the  Senate,  and 
who  shall  serve  until  the  completion  of  said  canal  unless  sooner  removed  by  the 
President,  and  one  of  whom  shall  be  named  as  the  chairman  of  said  Commission. 
Of  the  seven  members  of  said  Commission  at  least  four  of  them  shall  be  persons 
learned  and  skilled  in  the  science  of  engineering,  and  of  the  four  at  least  one  shall  be 
an  oflScer  of  the  United  States  Army,  and  at  least  one  other  shall  be  an  officer  of  the 
United  States  Navy,  the  said  officers,  respectively,  being  either  upon  the  active  or 
retired  list  of  the  Army  or  of  the  Navv.  Said  Commissioners  shall  each  receive 
such  compensation  as  the  President  shall  prescribe  until  the  same  shall  have  been 
otherwise  fixed  by  the  Congress.  In  addition  to  the  members  of  said  Isthmian 
Canal  Commission  the  President  is  hereby  authorized,  through  said  Commission, 
to  employ  in  said  service  any  of  the  engmeers  of  the  United  States  Army  at  his 
discretion,  and  likewise  to  employ  any  engineers  in  civil  life,  at  his  discretion,  and 
any  other  persons  necessary  for  the  proper  and  expeditious  prosecution  of  said  work. 
The  compensation  of  all  such  engineers  and  other  persona  employed  under  this  act 
shall  be  fixed  by  said  Commission,  subject  to  the  approval  of  the  President  The 
official  salary  of  any  officer  appointed  or  employed  under  this  act  shall  be  deducted 
from  the  aniount  of  salary  or  compensation  provided  by  or  which  shall  be  fixed 
under  the  terms  of  this  act.  Said  Commission  shall  in  all  matters  be  subject  to  the 
direction  and  control  of  the  President,  and  shall  make  to  the  President  annually  and 
at  such  other  i>eriods  as  may  be  required,  either  by  law  or  by  the  order  of  the  rrwi- 
dent,  full  and  complete  reports  of  all  their  actings  and  doings  and  of  all  monevs 
received  andexpenaed  in  the  construction  of  said  work  and  in  the  performance  of  their 
duties  in  connection  therewith,  which  said  reports  shall  be  by  the  President  transmitted 
to  Congress.  And  the  said  Commission  shall  furthermore  give  to  Congress,  or  either 
House  of  Congress,  such  information  as  may  at  any  time  be  required  either  by  act  of 
Congress  or  by  the  order  of  either  House  of  Congress.  The  President  shall  cause  to 
be  provided  and  assigned  for  the  use  of  the  Commission  such  offices  as  may,  with  the 
suitable  equipment  of  same,  be  necessary  and  proper,  in  his  discretion,  for  the  proper 
discharge  of  the  duties  thereof. 

Sec.  8.  That  the  Secretary  of  the  Treasury  is  hereby  authorized  to  borrow  on  the 
credit  of  the  United  States  from  time  to  time,' as  the  proceeds  may  be  required  to  defray 
expenditures  authorized  by  this  act  (such  proceeds  when  received  to  be  used  only 
for  the  purpose  of  meeting  such  expenditures),  the  sum  of  one  hundred  and  thirty  . 
million  dollars,  or  so  much  thereof  as  may  be  necessary,  and  to  prepare  and  issue 
therefor  coupon  or  registered  bonds  of  the  United  States  in  such  form  as  he  may  pre- 
scribe, and  in  denominations  of  twenty  dollars  or  some  multiple  of  that  sum,  redeem- 
able in  gold  coin  at  the  pleasure  of  the  United  States  after  ten  years  from  the  date  of 
their  issue,  and  payable  thirty  years  from  such  date,  and  bearing  interest  payable  quar- 
terly in  gold  coin  at  the  rate  of  two  per  centum  per  annum;  and  the  Donds  herein 
authorized  shall  be  exempt  from  all  taxes  or  duties  of  the  United  States,  as  well  as  from 
taxation  in  any  form  by  or  under  State,  municipal,  or  local  authority:  Provided,  That 
said  bonds  may  be  disposed  of  by  the  Secretary  of  the  Treasury  at  hot  lees  than  par, 
under  such  regulations  as  he  may  presenile,  giving  to  all  citizens  of  the  United  States 
an  equal  opportunity  to  subscribe  therefor,  but  no  commissions  shall  he  allowed  or 
paid  thereon;  and  a  sum  not  exceeding  one-tenth  of  one  per  centum  of  the  amount 
of  the  bonds  herein  authorized  is  hereby  appropriated,  out  of  any  money  in  the 
Treasury  not  otherwise  appropriated,  to  pay  tlie  expense  of  prepanng,  advertising, 
and  issuing  the  same. 

Approved,  June  28,  1902. 
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Exhibit  2. — Treaty  with  the  Republic  of  Panama. 

The  United  States  of  America  and  the  Republic  of  Panama  being  desirous  to  insure 
the  construction  of  a  ship  canal  across  the  isthmus  of  Panama  to  connect  the  Atlan- 
tic and  Pacific  oceans,  and  the  Congress  of  the  United  States  of  America  having 
^ssed  an  act  approved  June  28,  1902,  in  furtherance  of  that  object,  by  which  the 
President  of  the  United  States  is  authorized  to  acquire  within  a  reasonable  time  the 
control  of  the  necessary  territory  of  the  Republic  of  Colombia,  and  the  sovereignty 
of  such  territory  being'  actually  vested  in  the  Republic  of  Panama,  the  high  con- 
tracting parties  have  resolved  for  that  purpose  to  conclude  a  convention  and  have 
accordingly  appointed  as  their  plenipotentiaries— 
The  President  of  the  United  States  of  America,  John  Hay,  Secretary  of  State,  and 
The  Government  of  the  Republic  of  Panama,  Philippe  Bunau-Varilla,  envoy 
extraordinary  and  minister  plenipotentiary  of  the  Republic  of  Panama,  thereunto 
specially  empowered  by  said  Government,  who,  after  communicating  with  each  other 
tneir  respective  full  powers,  found  to  be  in  good  and  due  form,  have  agreed  upon  and 
concluded  the  following  articles: 

Article  I. 

The  United  States  guarantees  and  will  maintain  the  independence  of  the  Republic 
of  Panama. 

Article  II. 

The  Republic  of  Panama  grants  to  the  United  States  in  perpetuity  the  use,  occu- 
pation, and  control  of  a  zone  of  laud  and  land  under  water  for  the  construction, 
maintenance,  operation,  sanitation,  and  protection  of  said  canal  of  the  width  of  ten 
miles  extending  to  the  distance  of  five  miles  on  each  side  of  the  center  line  of  the 
route  of  the  canal  to  be  coustructed;  the  said  Zone  beginning  in  the  Caribbean  Sea 
three  marine  miles  from  mean  low-water  mark  and  extending  to  and  across  the 
Isthmus  of  Panama  into  the  Pacific  Ocean  to  a  distance  of  three  marine  miles  from 
mean  low-water  mark,  with  the  proviso  that  the  cities  of  Panama  and  Colon  and  the 
harbors  adjacent  to  said  cities,  which  are  included  within  the  boundaries  of  the  Zone 
above  described,  shall  not  be  included  within  this  grant.  The  Republic  of  Panama 
further  grants  to  the  United  States  in  perpetuity  the  use,  occupation,  and  control  of 
any  other  lands  and  waters  outside  of  the  Zone  above  described  which  may  be  nec- 
essary and  convenient  for  the  construction,  maintenance,  operation,  sanitation,  and 
protection  of  the  said  canal  or'of  any  auxiliary  canals  or  other  works  necessary  and 
convenient  for  the  construction,  maintenance,  operation,  sanitation,  and  protection 
of  the  said  enterprise. 

The  Republic  of  Panama  further  grants  in  like  manner  to  the  United  States  in 
perpetuitv  all  islands  within  the  limits  of  the  Zone  above  described  and  in  addition 
thereto  the  group  of  small  islands  in  the  Bay  of  Panama  named  Perico,  Naos, 
Culebra,  and  Flamenco. 

Article  II  L 

The  Republic  of  Panama  grants  to  the  United  Staten  all  the  rights,  power,  and 
authority  within  the  Zone  mentioned  and  described  in  Article  II  of  this  agreement 
and  w^itnin  the  limits  of  all  auxiliary  lands  and  waters  mentioned  and  described  in 
said  Article  II  which  the  United  States  would  possess  and  exercise  if  it  were  the 
sovereign  of  the  territory  within  which  said  lands  and  waters  are  located  to  the 
entire  exclusion  of  the  exercise  by  the  Republic  of  Panama  of  any  such  sovereign 
rights,  power,  or  authority. 

Article  IV. 

As  rights  subsidiary  to  the  above  grants  the  Republic  of  Panama  grants  in  perpetuity 
to  the  United  States  the  right  to  use  the  rivers,  streams,  lakes,  and  other  bodies  of 
water  within  its  limits  for  navigation,  the  supply  of  water  or  water  power  or  other 
purposes,  so  far  as  the  use  of  said  rivers,  streams,  lakes,  and  bodies  of  water  and  the 
waters  thereof  may  be  necessary  and  convenient  for  the  construction,  maintenance, 
operation,  sanitation,  and  protection  of  the  said  canal. 

Article  V. 

The  Republic  of  Panama  grants  to  the  United  States  in  perpetuity  a  monopoly  for 
the  construction,  maintenance,  and  operation  of  any  system  of  communication  by 
means  of  canal  or  railroad  across  its  territory  between  the  Caribbean  Sea  and  the 
Pacific  Ocean. 
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Article  VI. 

The  grants  herein  contained  shall  in  no  manner  invalidate  the  titles  or  righto  of 
private  landholders  or  owners  of  private  property  in  the  «aid  Zone  or  in  or  to  any 
of  the  lands  or  waters  granted  to  the  United  States  by  the  provisions  of  any  article 
of  this  treaty,  nor  shall  they  interfere  with  the  rights  of  way  over  the  public  roarls 
pjassing  through  the  said  Zone  or  over  any  of  the  said  lands  or  waters  unless  said 
rights  of  way  or  private  rights  shall  conflict  with  rights  herein  grante<l  to  the  Unit«d 
States  in  which  case  the  rights  of  the  United  States  shall  be  superior.  All  damage? 
caused  to  the  owners  of  private  lands  or  private  property  of  any  kind  by  reason  of 
the  grants  contained  in  this  treaty  or  by  reason  of  the  operations  of  the  United  States, 
its  agents  or  employees,  or  by  reason  of  the  construction,  maintenance,  operation, 
sanitation,  and  protection  of  the  said  canal  or  of  the  works  of  sanitation  and  pro- 
tection herein  provided  for,  shall  be  appraised  and  settled  by  a  joint  commission 
appointed  by  the  Governments  of  the  United  States  and  the  Republic  of  Panama, 
whose  decisions  as  to  such  damages  shall  be  final  and  whose  awards  as  to  such 
damages  shall  be  paid  solely  by  the  United  States.  No  part  of  the  work  on  said 
canal  or  the  Panama  Railroad  or  on  any  auxiliary  works  relating  thereto  and  author- 
ized by  the  terms  of  this  treaty  shall  be  prevented,  delayed  or  impeded  by  or  pend- 
ing such  proceedings  to  a.«certain  such  damages.  The  appraisal  of  said  private  lands 
and  private  property  and  the  assessment  of  damages  to  them  shall  be  based  upon 
their  value  before  the  date  of  this  convention. 

Article  VII. 

The  Republic  of  Panama  grants  to  the  United  States  within  the  limits  of  the  dtie^ 
of  Panama  and  Colon  and  their  adjacent  harbors  and  within  the  territory  adjacent 
thereto  the  right  to  acquire  by  purcha.se  or  by  the  exercise  of  the  right  of  eminent 
domain,  any  lands,  buildings,  water  rightt«,  or  other  properties  necessary  and  con- 
venient for  the  construction,  maintenance,  operation,  and  protection  of  the  canal 
and  of  an  J'  works  of  sanitation,  such  as  the  collection  and  disposition  of  sewage  and 
the  distribution  of  water  in  the  said  cities  of  Panama  and  Colon,  which,  in  the  dis- 
cretion of  the  United  States  may  be  necessary  and  convenient  for  the  construction, 
maintenance,  operation,  sanitation,  and  protection  of  the  said  canal  and  railroad. 
All  such  works  of  sanitation,  collection  and  disposition  of  sewage,  and  distribution 
of  water  in  the  cities  of  Panama  and  Colon  shall  be  made  at  the  expense  of  the 
United  States,  and  the  Government  of  the  United  States,  its  agents  or  nominees  shall 
be  authorized  to  impose  and  collect  water  rates  and 'sewerage  rates  which  shall  he 
sufficient  to  provide  for  the  payment  of  interest  and  the  amortization  of  the  princi- 
pal of  the  cost  of  said  works  within  a  period  of  fifty  years,  and  upon  the  expiration 
of  said  term  of  fifty  years  the  system  of  sewers  and  waterworks  shall  revert  to  and 
become  the  properties  of  the  cities  of  Panama  and  Colon  respectively,  and  the  use  of 
the  water  shall  be  free  to  the  inhabitants  of  Panama  and  Colon,  except  to  the  extent 
that  water  rat?s  may  be  necessary  for  the  operation  and  maintenance  of  said  system 
of  sewers  and  water. 

The  Republic  of  Panama  agrees  that  the  cities  of  Panama  and  Colon  shall  comply 
in  perpetuity  with  the  sanitary  ordinances,  whether  of  a  preventive  or  curative 
character,  prescribed  by  the  United  States,  and  in  case  the  Government  of  Panama  is 
unable  or  fails  in  its  duty  to  enforce  this  compliance  by  the  cities  of  Pftnama  and 
Colon  with  the  sanitary  ordinances  of  the  United  Stat^  the  Republic  of  Panama 
grants  to  the  United  States  the  right  and  authority  to  enforce  the  same. 

The  same  right  and  authority  are  granted  to  the  United  States  for  the  mainte- 
nance of  public  order  in  the  cities  of  Panama  and  Colon  and  the  territories  and  har- 
bors adjacent  thereto  in  case  the  Republic  of  Panama  should  not  be,  in  the  judgment 
of  the  United  States,  able  to  maintain  such  order. 

Abticlb  VIII. 

The  Republic  of  Panama  grants  to  the  United  States  all  rights  which  it  now  has 
or  hereafter  may  acquire  to  the  property  of  the  New  Panama  Canal  Company  and 
the  Panama  Railroad  Company  as  a  result  of  the  transfer  of  sovereignty  from  the 
Republic  of  Colombia  to  the  Republic  of  Panama  over  the  Isthmus  of  Panama  and 
authorizes  the  New  Panama  Canal  Company  to  sell  and  transfer  to  the  United  State? 
its  rights,  privileges,  properties,  and  concessions,  as  well  as  the  Panama  Railroad  and 
all  the  shares  or  part  of  the  shares  of  that  company;  but  the  public  lands  situated 
outside  of  the  Zone  described  in  Article  II  of  this  treaty  now  included  in  the  conces- 
sions to  both  said  enterprises  and  not  required  in  the  construction  or  operation  of 
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the  canal  shall  revert  to  the  Republic  of  Panama  except  any  property  now  owned 
by  or  in  the  possession  of  said  companies  within  Panama  or  Colon  or  the  ports  or 
terminals  thereof. 

Article  IX. 

The  United  States  agrees  that  the  ports  at  either  entrance  of  the  canal  and  the 
waters  thereof,  and  the  Republic  of  Panama  agrees  that  the  towns  of  Panama  and 
Colon  shall  be  free  for  all  time  so  that  there  shall  not  be  imposed  or  collected  custom- 
house tolls,  tonnage,  anchorage,  light-house,  wharf,  pilot,  or  quarantine  dues  or  any 
other  charges  or  taxes  of  any  kind  upon  any  vessel  using  or  passing  through  the 
canal  or  belonging  to  or  employed  by  the  United  States,  directly  or  indirectly,  in 
connection  with  the  construction,  maintenance,  operation,  sanitation,  and  protection 
of  the  main  canal,  or  auxiliary  works,  or  upon  tne  cargo,  officers,  crew,  or  passen- 

fersof  any  such  vessels,  except  such  tolls  and  charges  as  may  be  imposed  by  the  United 
states  for  the  use  of  the  canal  and  other  works,  and  except  tolls  and  charges  imposed 
by  the  Republic  of  Panama  upon  merchandise  destined  to  be  introdutied  for  the  con- 
sumption of  the  rest  of  the  Republic  of  Panama,  and  upon  vessels  touching  at  the 
ports  of  Colon  and  Panama  and  which  do  not  cross  the  canal. 

The  Government  of  the  Republic  of  Panama  shall  have  the  rieht  to  establish  in 
such  ports  and  in  the  towns  of  Panama  and  Colon  such  houses  and  guards  as  it  may 
deem  necessary  to  collect  duties  on  importations  destined  to  other  portions  of  Panama 
and  to  prevent  contraband  trade.  The  United  States  shall  have  the  right  to  make 
use  of  the  towns  and  harbors  of  Panama  and  Colon  as  places  of  anchorage,  and  for 
making  repairs,  for  loading,  unloading,  depositing,  or  transshipping  cargoes  either  in 
tran^t  or  destined  for  the  service  of  the  canal  and  for  other  works  pertaining  to  the 
canal. 

Article  X. 

The  Republic  of  Panama  agrees  that  there  shall  not  be  imposed  any  taxes,  national, 
municipal,  departmental,  or  of  any  other  class,  upon  the  canal,  tne  railways  and 
auxiliary  works,  tugs  and  other  vessels  employed  in  the  service  of  the  canal,  store- 
hoodies,  workshops,  offices,  quarters  for  laborers,  factories  of  all  kinds,  warehouses, 
wharves,  machinery  and  other  works,  property,  and  effects  appertaining  to  the 
canal  or  railroad  and  auxiliary  works,  or  their  omoers  or  employees,  situated  within 
the  cities  of  Panama  and  Colon,  and  that  there  shall  not  be  imposed  contributions 
or  charges  of  a  personal  character  of  any  kind  upon  officers,  employees,  laborers,  and 
other  individuals  in  the  service  of  the  canal  and  railroad  and  auxiliary  works. 

Article  XI. 

The  United  States  agrees  that  the  official  dispatches  of  the  Government  of  the 
Republic  of  Panama  shall  be  transmitted  over  any  telegraph  and  telephone  lines 
established  for  canal  purposes  and  used. for  public  and  private  business  at  rates  not 
higher  than  those  required  from  officials  in  the  service  of  the  United  States. 

Article  XII. 

The  Government  of  the  Republic  of  Panama  shall  permit  the  immigration  and 
free  access  to  the  lands  and  workshops  of  the  canal  and  its  auxiliary  works  of  all 
employees  and  workmen  of  whatever  nationality  under  contract  to  work  upon  or 
seeking  employment  upon  or  in  any  wise  connected  with  the  said  canal  and  its  aux- 
iliary works,  with  their  respective  families,  and  all  such  persons  shall  be  free  and 
exempt  from  the  military  service  of  the  Republic  of  Panama. 

Article  XIII. 

The  United  States  may  import  at  any  time  into  the  said  Zone  and  auxiliary  lands, 
free  of  custom  duties,  imix>sts,  taxes,  or  other  charges,  and  without  any  restrictions, 
any  and  all  vessels,  dreaces,  engines,  cars,  machinery,  tools,  explosives,  materials, 
supplies,  and  other  articles  noces.««ary  and  convenient  in  the  construction,  main- 
tenance, operation,  sanitation,  and  protection  of  the  canal  and  auxiliary  works,  and 
all  provisions,  medicines,  clothing,  supplie.**,  and  other  things  necessary  and  conven- 
ient for  the  officers,  employees,  workmen,  and  laborers  in  the  service  and  employ  of 
the  United  States  and  for  their  families.  If  anv  such  articles  are  disposed  of  for  use 
outride  of  the  Zone  and  auxiliary  lands  granted  to  the  United  States  and  within  the 
territory  of  the  Republic,  thev  shall  be  subject  to  the  same  importor  other  duties  as 
like  articles  imported  under  the  laws  of  the  Republic  of  Panama. 
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Abticle  XIV. 

As  the  price  of  compensation  for  the  rijjrhts,  powers,  and  privileges  granted  in  thia 
convention  by  the  Republic  of  Panama  to  the  United  States,  the  Government  of  the 
United  States  agrees  to  pay  to  the  Republic  of  Panama  the  sum  of  ten  million  dol- 
lars (110,000,000)  in  gold  coin  of  the  United  States  on  the  exchange  of  the  ratifica- 
tion of  this  convention  and  also  an  annual  payment  during  the  life  of  this  convention 
of  two  hundred  and  fifty  thousand  dollars  ($250,000)  in  like  gold  coin,  beginning 
nine  years  after  the  date  aforesaid. 

The  provisions  of  this  article  shall  be  in  addition  to  all  other  benefits  assured  to 
the  Republic  of  Panama  under  this  convention. 

But  no  delay  or  difference  of  opinion  under  this  article  or  any  other  provisions  of 
this  treaty  shall  affect  or  interrupt  the  full  0|>eration  and  effect  of  this  convention  in 
all  other  respects. 

Article  XV. 

The  joint  commission  referred  to  in  Article  VI  shall  be  established  as  follows: 
The  President  of  the  United  States  shall  nominate  two  persons  and  the  President 
of  the  Republic  of  Panama  shall  nominate  two  persons  and  they  shall  proceed  to  a 
decision;  but  in  case  of  disagreement  of  the  commission  (by  reason  of  their  being 
equally  divided  in  conclusion)  an  umpire  shall  be  appointed  by  the  two  Govern- 
ments who  shall  render  the  decision.  In  the  event  of  the  death,  ab»ence,  or  inca- 
pacity of  a  commissioner  or  umpire,  or  of  his  omitting,  declining,  or  ceai<ing  to  act, 
his  place  shall  be  filled  by  the  appointment  of  another  person  in  the  manner  above 
indicated.  All  decisions  by  a  majority  of  the  commission  or  by  the  umpire  shall 
be  final. 

Article  XVI. 

The  two  Governments  shall  make  adequate  provision  by  future  agreement  for  the 
pursuit,  capture,  imprisonment,  detention  and  delivery  within  said  Zone  and  auxil- 
iary lands  to  the  autnorities  of  the  Republic  of  Panama  of  persons  charged  with  the 
commitment  of  crimes,  felonies,  or  misdemeanors  without  said  Zone  and  for  the  par- 
suit,  capture,  imprisonment,  detention,  and  delivery  without  said  Zone  to  the  authori- 
ties of  the  United  States  of  persons  charged  with  the  commitment  of  crimen,  felonies, 
and  misdemeanors  within  said  Zone  and  auxiliary  lands. 

*  Article  XVII. 

The  Republic  of  Panama  grants  to  the  United  States  the  use  of  all  the  porta  of  the 
Republic  open  to  commerce  as  places  of  refuge  for  any  vessels  employed  m  the  canal 
enterprise,  and  for  all  ves.sels  passing  or  bound  to  pass  through  the  canal  which  may 
be  in  distress  and  be  driven  to  seek  refuge  in  said  ports.  Such  vessels  shall  be  exempt 
from  anchorage  and  tonnage  dues  on  the  part  of  the  Republic  of  Panama. 

Article  XVIII. 

The  canal,  when  constructed,  and  the  entrances  thereto  shall  be  neutral  in  per- 
petuity, and  shall  be  opened  upon  the  terms  provided  for  by  section  1  of  article  three 
of,  ancl  in  conformity  with  all  the  stipulations  of,  the  treaty  entered  into  by  the 
Governments  of  the  United  States  and  Great  Britain  on  November  IS,  1901. 

Article  XIX. 

The  Government  of  the  Republic  of  Panama  shall  have  the  right  to  transport  over 
the  canal  its  vessels  and  its  troops  and  munitions  of  war  in  such  vessels  at  all  times 
without  paying  charges  of  any  kind.  The  exemption  is  to  be.  extended  to  the  aux- 
iliary railway  for  the  transportation  of  persons  in  the  service  of  the  Republic  of 
Panama,  or  of  the  police  force  chai^d  with  the  preservation  of  public  order  outside 
of  said  Zone,  as  well  as  to  their  baggage,  munitions  of  war,  and  supplies. 

Article  XX. 

If  by  virtue  of  any  existing  treaty  in  relation  to  the  territory  of  the  Isthmus  of 
Panama,  whereof  the  obligations  shall  descend  or  be  assumed  by  the  Republic  of 
Panama,  there  may  be  any  privilege  or  concession  in  favor  of  the  Government  or  the 
citizens  or  subjects  of  a  third  power  relative  to  an  interoceanic  means  of  communica- 
tion which  in  any  of  its  terms  may  be  incompatible  with  the  terms  of  the  present 
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convention,  the  Republic  of  Panama  agrees  to  cancel  or  modify  such  treat>r  in  due 
form,  for  which  purpose  it  shall  give  to  the  said  third  power  the  requisite  notification 
within  the  term  of  four  months  from  the  date  of  the  present  convention,  and  in  case 
the  existing  treaty  contains  no  clause  permitting  its  modifications  or  annulment,  the 
Republic  of  Panama  a^es  to  procure  its  modification  or  annulment  in  such  form 
that  there  shall  not  exist  any  conflict  with  the  stipulations  of  the  present  convention. 

Article  XXI. 

The  rights  and  privileges  granted  by  the  Republic  of  Panama  to  the  United  States 
in  the  preceding  articles  are  understood  to  be  free  of  all  anterior  debts,  liens,  trusts, 
or  liabilities,  or  concessions  or  privileges  to  other  governments,  corporations,  syndi- 
cates, or  individuals,  and,  consequently,  if  there  should  arise  any  claims  on  account  of 
the  present  concessions  and  privileges  or  otherwise,  the  claimants  shall  resort  to  the 
Government  of  the  Republic  of  Panama,  and  not  to  the  United  States,  for  any  indem- 
nity or  compromise  which  may  be  required. 

Article  XXII. 

The  Republic  of  Panama  renounces  and  grants  to  the  United  States  the  participa- 
tion to  which  it  mi^ht  be  entitled  in  the  future  earnings  of  the  canal  under  Article 
XV  of  the  concessionary  contract  with  Lucien  N.  B.  Wyse,  now  owned  by  the  New 
Panama  Canal  Company  and  any  and  all  other  ri{^hts  or  claims  of  a  pecuniary  nature 
arising  under  or  relating  to  said  concession,  or  arising  under  or  relating  to  the  conces- 
sions to  the  Panama  Railroad  Company  or  any  extension  or  modification  thereof; 
and  it  likewise  renounces,  confirms  and'  grants  to  the  United  States,  now  and  here- 
after, all  the  rights  and  property  reserved  in  the  said  concessions  which  otherwise 
would  belong  to  Panama  at  or  before  the  expiration  of  the  terms  of  ninetv-nine  years 
of  the  concessions  granted  to  or  held  by  the  above-mentioned  party  and  companies, 
and  all  right,  title  and  interest  which  it  now  has  or  may  hereafter  have,  in  and  to 
the  lands,  canal,  works,  property  and  rights  held  by  the  said  companies  under  said 
concessions  or  otherwise,  and  acquired  or  to  be  acquired  by  the  United  States  from 
or  through  the  New  Panama  Canal  Company,  including  anv  property  and  rights 
which  might  or  mav  in  the  future  either  by  lapse  of  time,  forfeiture  or  otherwise, 
revert  to  the  Republic  of  Panama  under  any  contracts  or  concessions,  with  said 
Wyee,  the  Universal  Panama  Canal  Company,  the  Panama  Railroad  Company  and 
the  New  Panama  Canal  Company. 

The  aforesaid  rights  and  property  shall  be  and  are  free  and  released  from  any 

§  resent  or  reversionary  interest  in  or  claims  of  Panama  and  the  title  of  the  United 
tates  thereto  upon  consummation  of  the  contemplated  purchase  by  the  United  States 
from  the  New  Panama  Canal  Companv,  shall  be  absolute,  so  far  as  concerns  the 
Republic  of  Panama,  excepting  always  the  rights  of  the  Republic  specifically  secured 
under  this  treaty. 

Article  XXIII. 

If  it  should  become  necessary  at  any  time  to  employ  armed  forces  for  the  safety  or 
protection  of  the  canal,  or  of  the  ships  that  make  use  of  the  same,  or  the  railways 
and  auxiliary  works,  the  United  States  shall  have  the  right,  at  all  times  and  in  its 
discretion,  to  use  its  police  and  its  land  and  naval  forces  or  to  establish  fortifications 
for  these  purposes. 

Article  XXIV. 

No  change  either  in  the  government  or  in  the  laws  and  treaties  of  the  Republic  of 
Panama  shall,  without  the  consent  of  the  United  States,  affect  any  ri^ht  of  the  United 
States  under  the  present  convention,  or  under  any  treaty  stipulation  between  the 
two  countries  that  now  exists  or  may  hereafter  exist  touching  the  subject-matter  of 
this  convention. 

If  the  Republic  of  Panama  shall  hereafter  enter  as  a  constituent  into  any  other 
Government  or  into  any  union  or  confederation -of  states,  so  as  to  merge  her  sover- 
eignty or  independence  in  such  government,  union  or  confederation,  the  rights  of 
the  Cnited  States  under  this  convention  shall  not  be  in  any  respect  lespened  or 
impaired. 

Article  XXV. 

For  the  better  performance  of  the  engagements  of  this  convention  and  to  the  end 
of  the  efficient  protection  of  the  canal  and  the  preservation  of  its  neutrality,  the 
Government  of  the  Republic  of  Panama  will  sell  or  lease  to  the  United  States*  lands 
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adequate  and  necessary  for  naval  or  coaling  stations  on  the  Pacific  coast  and  on  the 
western  Caribbean  coast  of  the  Republic  at  certain  points  to  be  agreed  upon  with  the 
President  of  the  United  States. 

Article  XXVI. 

This  convention,  when  signed  by  the  plenipotentiaries  of  the  contracting  parties 
shall  be  ratified  by  the  respective  Governments  and  the  ratifications  shall  be  ex- 
changed at  Washington  at  the  earliest  date  possible. 


Exhibit  3. 

Panama,  June  17,  1904. 
Isthmian,  WoBhingUm: 

Ui^entl}^  request  following  legislation:  Section  government  authorized  appoint 
collector  of  all  revenues  and  subordinates  and  fix  subordinates'  salaries.  Salary  col- 
lector twenty-five  hundred  gold. 

Section  collection  districtn  Zone  shall  be  Ancon,  west  half;  Cristobal,  east  half. 

Section  free  or  dutiable  goods  coming  by  sea  or  rail,  except  in  transit  across  Zone, 
must  be  entered  Ancon  or  Cristobal;  otherwise  forfeited.  Provided,  governor  may 
regulate  subject  Commission's  ratification  entering  otherwise  than  by  sea  or  rail. 

Section  governor  authorized  to  make  reciprocal  or  other  arrangements  with  Repub- 
Jic  to  safeguard  revenues. 

/Section  products  Republic,  except  spirits,  enter  Zone  free,  if  Republic  rei'iprocatee. 

Section  governor  shall  apply  Colombian  customs  administrative  laws  where 
practicable. 

Section  tariff  on  canal,  railroad,  machinery,  tools,  materials,  supplies,  Dingley 
rates,  except  coming  from  States,  then  free.  Other  goods,  from  everywhere,  Panama 
Republic  tariff. 

Section  governor  authorizetl  to  place  on  free  list  or  reduce  rates  articles  dutiable 
Panama  tariff,  subject  ratification  Commission. 

If  above  authority  granted,  I  would  make  extensive  free  list  in  necessaries,  reduced 
rate  many  other  articles,  not  including  tobacco  and  spirits.  Amador  has  full  power 
his  legislature  adapt  Panama  rates  to  Zone  rates  and  read^'  do  so.  Present  P&nama 
rates  uniform,  about  15  per  cent  ad  valorem,  except  spirits,  tobacco,  few  others, 
which  are  high.  Opinion  Russell  I  cannot  enforce  customs  laws  Panama  without 
legislation. 

If  no  quorum  Commission,  please  refer  Secwar  for  Presidential  legislation. 

Davis. 


Exhibit  4. 

Ancon,  Isthmian  Canal  Zonk, 

Octoher  18,  1904- 

Sir:  You  are  aware  section  5  of  the  President's  order,  dated  June  24,  1904,  pro- 
vides that  *'  duties  on  importation  into  the  Canal  Zone  are  to  be  levied  in  conformity 
with  such  duties  as  Congress  has  imposed  upon  foreign  merchandise  imported  into 
other  ports  of  the  United  States;"  also  that  '* goods  or  merchandise  entering  the 
Canal  Zone  from  ports  of  the  United  States  or  Insular  possessions  shall  be  admitted 
•on  the  same  terms  as  at  ports  of  the  States  of  this  Union." 

You  are  also  aware  ot  the  fact  that  on  account  of  the  tension  that  existed  here 
shortly  after  the  publication  of  this  order  no  measures  were  instituted  by  the  Zone 
authorities  to  collect  revenues  on  goods  imported  into  the  Zone  from  foreign  coun- 
tries, and  that  has  continued  to  be  the  case  up  to  the  present  time. 

Importations  from  foreign  countries  other  than  the  Republic  of  Panama  into  the 
Zone  up  to  the  present  time  have  been  nil. 

So  far  as  I  am  aware,  no  goods  have  been  purchased  and  brought  into  the  Zone  by 
mercliants  in  the  Zrme,  but  the  traders  residmg  in  the  Zone  are  continually  purchas- 
ing their  goods  from  the  merchants  of  Panama  and  Colon,  and  all  such  gooas  enter- 
ing the  Zone  are  required,  under  the  President's  order,  to  pay  customs  dutie? 
according  to  the  Dingley  tariff  rates. 
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I  propose,  on  the  I5th  of  next  month,  to  commence  the  collection  of  duties  on 
imposts  on  8uch  goods.  In  fact,  the  law  enacted  by  the  President  has  not  been 
enforced  up  to  the  present  time,  and,  to  continue  to  ignore  it  is  a  responsibility  I  am 
not  willing  to  assume,  hence  the  action  I  now  propose. 

I  have  informed  the  collector  of  customs  tnat  he  will  be  ready  on  that  date  to 
begin  collecting  duties  on  foreign  merchandise  entering  the  Zone.  Up  to  the  present 
time  not  a  dollar  of  customs  duties  has  been  collected  at  all. 

You  are  aware  that  at  least  one  shipment  of  goods  from  the  United  States  was 
made  to  a  merchant  in  the  Canal  Zone,  and  the  same,  50  barrels  of  beer,  was  passed 
into  the  Zone  without  payment  of  duty  to  the  authorities  of  the  Republic  of  Panama. 

You  are  also  aware  tnat  this  act  resulted  in  a  protest  lodged  by  the  Authorities  of 
the  Republic,  which  was  brought  before  the  mmister  of  the  United  States  resident 
in  Panama,  but  which  has  received  no  other  action  that  I  am  aware  of  than  such 
that  may  have  been  taken  by  the  diplomatic  authorities. 

Merchants  of  the  Zone  have  brought  to  the  attention  of  the  collector  of  customs 
that  goods  ordered  in  the  United  States  as  stock  for  their  own  use  at  Goreona,. 
Empire,  and  other  points  are  held  at  Colon  for  the  reason  that  all  such  goods  nave 
been  manifested  to  Colon.  If  the  shipper  asks  for  a  bill  of  lading  to  Empire  andi 
offers  the  freight  money  the  Panama  Railroad  Company  refuses  such  bill  of  lading 
except  to  Colon,  from  whence  he  can  forward  the  goods  on  another  bill  to  other 
points  in  the  Canal  Zone  if  he  desires.  This  brings  the  goods  under  the  jurisdiction 
of  the  authorities  of  the  Republic,  who  collect  imposts,  although  the  goods  ant 
intended  exclusivelv  for  consumption  in  the  Zone. 

This  uiatter  has  been  brought  to  the  attention  of  Colonel  Shaler,  and  it  has  been 
pointed  out  to  him  that  the  course  pursued  by  the  officers  of  the  company  in  New 
York  is  such  that  shippers  are  compelled  to  pay  the  taxes  imposed  by  the  authori- 
ties of  the  Republic  upon  all  goods,  even  though'  they  are  intended  for  consumption 
in  the  Zone.  In  other  words,  they  are  goods  which,  under  section  6  of  the  Presi- 
dent's order,  shall  be  entered  free,  and  are  goods  which,  according  to  our  under- 
standing of  the  treaty,  are  as  much  entitled  to  be  shipped  from  New  York  on  a 
through  bill  of  lading  as  are  goods  consigned  to  Chile,  Ecuador,  or  San  Francisco. 
In  a  shipment  of  goods  to  Empire,  for  examole,  the  consul  of  Panama  in  New  Yot\ 
has  nothing  whatever  to  do  with  signing  tne  manifest,  and  the  authorities  of  the 
Republic  have  no  more  knowledge  of  the  shipment  of  these  goods  than  if  it  were 
going  to  South  America. 

I  understand  ^roin  Collector  of  Revenue  Cooke  that  Colonel  Shaler  has  promised 
to  take  this  matter  up  with  the  New  York  office  in  the  hopes  that  merchants  desir- 
ing to  ship  goods  to  the  Zone  may  have  them  shipped  to  tneir  final  destination,  and 
eo  escape  the  payment  of  the  duties  imposed  by  tne  authorities  of  the  Republic. 
Very  respectfully, 

Geo.  W.  Davis,  (iovemor. 

Rear-Admiral  Jno.  G.  Walker, 

Chairman  Isthmian  Canal  Commimon,  Washington,  I).  (\ 

P.  S. — In  the  papers  received  to-day  I  note  that  the  minister  of  Panama  to  the 
United  States,  Mr.  Obaldia,  and,  I  think,  Mr.  Morales,  have  both  stated  that  by  the 
action  of  the  United  States  goods  coming  to  Colon  and  Panama  and  to  the  Zone  gen- 
erally are  being  taxed  and  the  amounts  collected  by  the  Zone  authorities.  I  see 
that  the  newspapers  are  repeating  this  statement  as  a  Vact. 

Of  course,  you  are  aware  there  is  no  truth  in  it,  but  I  wish  to  emphasize,  in  an  offi- 
cial way,  the' statement  that  up  to  the  present  time  no  duties  on  goods  imported  into 
the  Zone  have  been  collected  by  the  Zone  authorities. 

The  measure  which  I  now  propose  will  institute  such  a  proceeding,  and  if  the  Com- 
mission or  the  War  Department  wish  me  to  still  further  desint  1  should  like  to  have 
instructions  to  that  effect. 

If  the  merchants  in  the  I'uited  States  will  ship  the  goods  through  to  the  Zone  des- 
tination and  take  bills  of  lading  from  the  steamship  company,  I  think  there  will  be 
no  difficulty  whatever  with  the  Panama  officials,  for  they  will  have  no  power  to 
intervene. 


Ancon,  Ocfobt'r  i?o,  J 904. 
Dear  Sir:  Sim*  the  Commission  left  the  Isthmus,  the  first  part  of  September,  there 
has  been  no  di.'^position  shown  by  the  authorities  of  the  Republic  to  dis<'uss  the  ques- 
tion of  reciprocal  trade  relations  or  any  other  matter  connected  with  the  subject  of 
custom-houses  or  ports,  and  I  have  not  raised  the  question.  I  observe  in  a  press 
dispatch  a  statement  to  the  effect  that  Secretary  Taft  is  coining  here,  under  orders 
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from  the  President,  for  the  purpose  of  adjasting  these  matters.  I  have  no  other 
information  regarding  it,  but  assume  there  is  some  probability  that  the  report  is  cor- 
rect. If  it  should  prove  that  he  is  coming,  and  I  presume  I  shall  know  of  it  officially 
before  long,  I  am  inclined  to  defer  the  action  spoken  of  in  my  recent  letter  in  respect 
to  the  matter  of  charging  import  taxes  on  goods  brought  into  the  Zone  from  the 
cities  of  Panama  and  Colon  until  Secretary  Taft  arrives,  as  it  will  be  better  to  have 
the  question  freed  from  any  new  complication. 

Very  respectfully,  Geo.  W.  Davis, 

Governor. 
Rear- Admiral  J.  G.  Walker,  U.  S.  Navy, 

•  Chairman  Isthmian  Canal  Commission. 


Exhibit  5. — MimUes  of  conference  of  November  28, 1904^  10  a.  w.,  at  Ptesiderd  Amadoi'f 

palace,  Panama, 

The  gentlemen  present  were:  Dr.  Manuel  Amador  (iu»»rrero,  President  Republic 
of  Panama:  Hon.  William  H.  Taft,  Secretary  of  War  United  States;  Santiago  de  la 
Guardia,  secretary  of  government  and  foreign  affairs;  Don  Tomas  Arias. 

President  Amaior  states  that  he  would  like  to  have  these  conferences  considered 
confidential,  in  order  that  they  may  not  be  made  a  matter  of  comment  in  the  news- 
papers of  either  the  United  States  or  this  country,  and  prevent  discussions  of  any 
character. 

Secretary  Taft:  I  fully  sympathize  with  President  Amador  in  this  matter— that  we 
are  here  to' reach  a  r^ular  agreement  which  should  not  be  affected  by  public  glamour, 
or  anything  of  that  sort.  The  President,  the  Secretary  of  State,  and  myself  thought 
it  very  wise  to  keep  this  meeting  confidential,  and  that  the  pretem^  ^^i  other  gentle- 
men here  whom  I  would  propose  as  members  of  this  Commission  might  interfere 
with  the  fi-eedom  of  conversation  I  would  like  to  have  here. 

President  Amador.  The  points  which  are  very  prejudicial  to  us  and  not  beneficial 
to  the  United  States  we  wish  to  leave  a.*?ide,  believing  as  we  do  that  we  now  enjoy  a 
limited  sovereignty — that  is  to  say,  a  certain  limited  sovereignty  will  be  deduced 
from  the  concessions  which  you  may  make  us  or  we  accept.  The,  principal  points 
are  the  questions  affecting  the  revenues,  the  postal  service,  and  commercial  taxation 
in  general. 

There  are  some  other  minor  points  not  so  indispensable  to  our  existence  as  these 
are.  Any  other  questions  which  may  arise  will  be  presented  in  the  regular  course 
of  events. 

Don  Guardia.  We  feel  very  grateful  and  consider  it  a  high  honor  that  Mr.  Roose- 
velt should  have  had  the  tact  to  select  a  gentleman  of  such  talent  as  yourself  and  of 
your  high  standing  to  come  here  on  this  mission. 

The  two  princii>al  motives  which  determined  the  independence  of  this  countrj* 
were: 

First.  To  assure  perpetual  peace,  which  we  did  not  have  with  Colombia,  ami 
which  we  expect  to  obtain  with  American  support. 

Second.  To  construct  the  canal.  We  consider  that  the  existence  of  the  nation  i? 
dependent  upon  the  canal,  and  that  by  its  construction  we  were  permitting  a  work 
of  great  benefit,  not  only  for  the  entire  world,  but  also  for  the  great  nation  of  whom 
we  expected  the  support. 

These  are  the  motives  which  led  us  to  secure  our  independence. 

We  placed  our  entire  trust  in  the  United  States  Government,  and,  as  Mr.  Rooee- 
velt  said,  the  question  for  us  was  that  the  canal  should  be  constructed,  and  that  we 
present  no  obstacles  whatever.  But  the  idea  of  sovereignty  was  never  put  in  doubt 
by  us.  We  always  believed  that  this  sovereignty  was  rej<tricted  by  a  servitude  in 
favor  of  the  United  States  for  the  construction,  maintenance,  and  protection  of  the 
canal.  But  we  never  imagined  that  such  an  idea  could  lead  to  a  commercial  b«!»i- 
nees  of  the  canal  or  to  any  measures  except  such  as  were  necessary  for  its  construc- 
tion, maintenance,  and  protection,  because  such  commercial  advantages  as  the  (»ov- 
ernment  of  the  United  States  might  derive  from  the  Zone  by  interpreting  the  treaty 
in  the  form  later  seen  are  very  insignificant  for  a  country  so  great,  for  a  government 
so  rich  and  so  generous  as  that  of  the  United  States,  while  for  us — a  very  small  peo- 
ple, a  very  poor  people,  which  is  still  to  be  created  and  organized  into  a  nation— have 
an  importance  of  life  and  death.  Whether  we  are  to  be  a  nation  or  not  depends 
upon  whether  we  receive  these  advantages. 
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We  do  not  wish  to  present  these  matters  in  a  controversial  form,  but  simply  as  a 
statement  of  the  idea  as  to  sovereignty  entertained  by  all  Isthmanians,  ana  of  the 
interpretation  which  has  been  given  to  the  question  of  ports,  the  question  of  customs, 
the  (question  of  postal  affairs,  and  other  general  points,  together  with  all  the  illusions 
of  this  country,  illusions  which  were  revived  by  the  letter  of  Mr.  Roosevelt  and  the 
presence  of  yourself  here. 

We  realize  that  the  government  of  the  Zone  requii*es  a  police  under  its  exclusive 
orders,  without  our  intervention.  All  measures  possible  to  establish  order  firmly,  in 
view  of  the  adventurers  who  will  come  to  the  Zone,  must  be  taken  in  order  to  render 
the  construction  of  the  canal  easy;  but  the  dominant  idea  throughout  the  treaty  is 
that  we  are  charaed  with  a  servitude  in  favor  of  the  United  States,  which  limits  our 
'sovereignty  for  the  construction,  maintenance,  and  protection  of  the  canal. 

We  understand  perfectly  that  the  United  States  has  great  moral  interests  not  only 
toward  itself  but  to  the  entire  world,  but  we  also  believe  that  in  the  shadow  of  its 
great  interests  our  interests  can  run  parallel  and  make  of  us  a  model  nation. 

Mr.  Roosevelt's  letter  has  given  us  a  great  deal  of  consolation  because  of  one  of  its 
parts  in  which  he  declares  that  the  intention  of  the  American  Government  has  not 
oeen  to  create  a  colony  affecting  not  onlv  our  interests,  but  even  our  amour  propre 
SB  a  nation.  We  note  also  that  the  people  of  this  nation,  subject  as  they  are  to  pre- 
judices of  race  and  the  influence  of  Colombia,  should  be  modified  gentiy  under  the 
lawful  infiaence  of  the  United  States,  by  means  of  education  and  prosperity,  in  order 
that  it  may  reflect  honor  on  the  United  States  and  serve  as  an  object  lesson  to  all  the 
other  Latin  American  countries  of  America;  that  the  American  ideas  are  not  ideasof 
conquest,  and  that  we  are  convinced  that  they  have  not  that  idea. 

Secretary  Taft.  I  would  be  glad  to  take  up' the  points  as  they  occur.  As  the  Sec- 
retary of  State,  Mr.  Hay,  in  my  presence  explained  to  Seilor  Obaldia,  before  this 
letter  was  published  after  it  had  been  written  to  me,  after  the  conference  between 
the  President,  the  Secretary  of  State,  and  myself,  the  letter  was  not  considered  and 
was  not  to  be  considered  as  inconsistent  with  the  position  taken  by  Secretary  Hay  in 
in  his  answer  to  Seflor  Obaldia's  note.  It  will  be  observed  that  the  letter  of  Secre- 
tarv  Hay  does  not  assert  absolute  sovereignty  over  the  Zone,  it  only  asserts  the 
right  on  the  part  of  the  United  States  to  exercise  such  powers  as  it  might  exercise  if 
it  were  sovereign  and  the  exclusion  of  the  extent  to  which  it  might  exercise  those 
powers  of  the  right  of  sovereignty  of  the  Republic  of  Panama.  But  the  very  fact  that 
the  rights  are  conferred  by  the  expression  used  implies  that  there  is  reserved  to  the 
Republic  of  Panama  at  least  a  titular  sovereignty. 

Now,  as  I  have  said  already,  it  is  not  for  me  to  enter  into  a  discussion,  because  I 
have  not  the  power  to  vary  the  position  taken  by  Secretary  Hay  with  reference  to 
the  extent  of  the  powers  which  the  United  States  might  lawfully  exercise  in  the 
Zone. 

But  my  attitude  must  be  this:  Assuming  the  po^er  to  the  extent  declared  in  Sec- 
retarv  Hay's  note,  how  far  can  I  go  in  waiving  the  exercise  of  these  powers  and 
withholding  the  exercise  of  powers  already  exercised,  so  as  to  assure  the  Govern- 
ment of  Panama  that  we  wisn  to  exercise  lio  powers  that  we  do  not  deem  necessary 
in  the  construction,  maintenance,  and  protection  of  the  canal? 

Now,  I  am  not  in  a  position  to  waive  absolutely — I  mean  to  give  up  the  right  to 
exercise — those  powers,  but  I  am  given  authority  by  the  President  to  establish  now, 
subject  to  action  by  Congress,  a  nonexercise  of  those  powers,  such  as  1  hope  will  be 
satisfactory  to  the  Government  of  the  Republic,  and  will  continue  indefinitely  until 
the  construction  of  the  canal  shall  so  affect  the  relations  and  conditions  existing  as  to 
require  a  new  adjustment  of  the  relations  between  the  two  Governiuents. 

Now,  that  I  may  make  myself  plain:  With  the  present  Government,  with  Presi- 
dent Amador  and  these  gentlemen  as  his  advisers,  it  might  very  well  be  that  we 
should  allow  to  lie  dormant  the  exercise  of  powers  that  in  case  of  the  election  of  a 
Government  whose  personnel  would  not  be  so  friendly  to  the  United  States  we  might 
have  to  use,  and  thus  to  protect  our  construction  and  'maintenance  and  control  of  the 
canal  by  the  exercise  of  greater  powers  than  those  we  desire  now  to  exercise. 

I  must  make  my  position  clear  with  respect  to  this,  so  that  there  will  be  no  mis- 
conception of  the  extent  of  my  powers.  What  I  am  here  for  is  to  see  what  now  can 
be  done  in  our  actual  conduct  and  by  the  issuing  of  an  Executive  order  which  shall 
repeal  or  effect  or  modify  onlers  already  issued,  which  shall  suit  your  views  with 
respect  to  the  iK)ints  you  have  mentioned. 

I  want  to  be  as  frank  as  possible  in  this  matter,  and  I  reiterate  what  I  said  before — 
that  the  Government  of  the  United  States  has  no  desire  to  exercise  any  power  which 
shall  not  be  necessary  for  that  purpose,  the  purpose  that  influenced  you  to  give  us 
the  rights  that  we  now  have,  and  which  induced  us  to  make  promises  of  payment 
and  actually  to  pay  the  money  which  we  did  jMiy.     I  concur,  and  the  Government 
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of  the  United  States  concurs,  in  the  construction  that  all  these  rights  were  given  us 
solely  for  the  purpose  of  enabling  us  to  construct,  maintain,  and  operate  the  canal. 
It  is  not  the  motive  that  governed  the  conferring  of  those  rights,  but  the  extent  of 
the  rights  necessary  to  enable  us  to  secure  this  common  object,  that  has  been  in 
controversy. 

After  this  statement  I  shall  be  glad  to  confer  witti  these  gentlemen.  I  appreciate 
the  honor  of  having  this  official  communication  with  them,  and  I  am  glad  to  proceed 
with  the  consideration  of  the  three  points,  or  other  points,  that  they  have  mentioned. 

I  wish  to  further  emphasize  that  the  last  thing  in  the  world  that  President  Roose- 
velt and  Secretary  Hay  have  in  mind  is  to  injure  the  feelings  of  the  people  of  the 
Republic  of  Panama  by  asserting  a  power  which  shall  affect  their  national  pride. 
Although  we  may  desire  to  hold  in  reserve  the  right  to  exercise  certain  powers  in 
the  treaty,  I  wish  these  people  to  credit  us  with  the  greatest  sincerity  when  we  say 
that  we  are  anxious  not  to  exercise  any  power  but  that  which  we  deem  absolutely 
essential  to  the  common  object  of  both  nations. 

Upon  completion  of  Secretary  Taft's  remarks,  the  meeting  adjourned  for  submis- 
sion of  written  memoranda  by  President  Amador  containing  suggestions  as  to  needed 
provisions  on  the  three  points  named,  to  wit,  the  revenue,  the  posts,  and  the  ports. 


Exhibit  6. 

[Confidential.] 

Panama,  December  e,  1904- 
Segketaby  of  State,  Waahinffton: 

After  much  effort  and  discussion,  can  arrange  matters  satisfactorily  by  Executive 
order  repealing  Dingley  tariff  and  directing  no  importations  shall  be  permitted  at 
terminal  canal  ports  except  articles  under  Section  XIII  of  treaty,  ana  articles  in 
transit  across  Isthmus,  and  coal  and  fuel  for  seagoing  vessels,  Panama  agreeing  to 
reduce  ad  valorem  rate  of  duty  from  15  to  10  per  cent  and  consular  fees  to  60  per 
cent  of  present  rates,  and  both  parties  agreeing  to  complete  free  trade  between  Zone 
and  Republic. 

Postal  differences  can  be  arranged  by  use  of  Panama  stamps  properly  crossed  with 
Zone  marks,  authorities  paying  &  per  cent  of  face  value  stamps  and  Panama  agree 
that  rate  between  Panama  and  United  States  of  America  shall  be  reduced  to  2  cents 
gold. 

Separate  ports  to  be  maintained  aB  at  present,  with  entries  and  clearances  by 
proper  officials  of  the  respective  Governments,  but  reciprocal  arrangement  mutually 
benefiting  to  be  permitted  for  use  of  facilities  of  one  port  by  vessels  cleared  for  tlie 
other  under  suitable  regulations  not  affecting  complete  admmistrative,  judicial,  and 
police  jurisdiction  by  each  Government  over  maritime  harbor  of  its  respective  ports. 

Complete  and  immediate  sanitary  and  quarantine  jurisdiction  is  to  oe  secured  to 
Zone  authorities  over  harbors  of  Panama  and  Colon. 

Provisional  geographical  delimitation  of  cities  and  harbors  Colon  and  Panama 
between  Davis  and  Panama  authorities  to  remain  in  force. 

Coinage  and  currency  agreement  already  signed  to  be  immedia^ly  executed. 

Order  contains  clause  reciting  that  its  provisions  and  fulfillment  of  its  conditions 
shall  not  be  regarded  as  restrictive  construction  of  rights  of  either  Government  under 
treaty.  This  order  will  secure  all  the  duties  for  the  Republic  and  will  give  it  also 
some*  income  from  post.  The  duties  might  be  secured  to  the  Republic  not  by  restric- 
tion of  character  of  importations  at  terminal  canal  ports,  as  above,  but  by  imposing 
a  higher  duty  in  canal  ports  than  in  Panama  ports  on  all  but  excepted  articles — say 
a  50  per  cent  increase;  but  whichever  be  the  method,  the  prohibition  of  certain  impor- 
tations in  the  one  case  or  the  imposition  of  higher  duty  the  other  must,  in  order  to 
effect  purpose,  apply  to  importations  from  United  States  of  America  into  Zone,  and 
the  question  is.  Which  is  preferable?    I  prefer  the  former. 

Please  submit  matters  to  President  of  the  United  States  and  advise  me  of  your  con- 
clusion on  this  and  other  points  as  soon  as  practicable. 

Exceptions  as  to  coal  and  fuel  importations  made  for  the  benefit  of  shipping  and 
because  it  is  impracticable  to  have  coal  pockets  anywhere  except  at  canal  ports. 

The  order  is  of  course  revocable  at  will,  and  its  operations  can  be  suspended  by 
Panama  by  refusal  to  continue  compliance  with  any  of  its  conditions,  but  I  believe 
from  conference  that,  adopted,  it  will  continue  satisfactory  basis  of  relations  betw^een 
parties  until  opening  of  canal.     Presume  objection  will   be  made  that  American 
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manufactoring  interests  are  not  protected  by  this  order  from  competition  with  world 
on  material  and  machinery  for  canal.  If  Congress  wishes  to  secure  that  business 
solely  to  American  merchants  and  manufacturers,  it  should  do  it  by  direct  limitation 
on  purchases  and  contracts  of  the  Canal  Commission  and  not  by  indirect  method  of 
duties,  which  can  not  but  work  inconvenience  and  hardship  to  Republic — to  Panama 
and  its  merchants,  as  well  as  to  Zone  and  its  inhabitants. 

Taft. 


State  Department,  December  S,  1904, 
Taft,  Panama: 

Have  received  your  telegram  of  the  2d,  and  it  has  been  submitted  to  the  Presi- 
dent of  the  United  States.    Your  action  and  suggestion  cordially  approved. 

Hay. 


Exhibit  7. 

notes  of  a  meeting  held  in  the  office  op  the  8ecretaby  of  war,  june  ii,  1904. 

Secretarv  Taft.  Have  you  any  idea  of  the  amount  of  silver  that  is  now  in  circula- 
tion there? 

Mr.  Arias.  About  two  and  a  half  millions. 

Secretary  Taft.  Of  gold? 

Mr.  Arias.  No,  of  pesos. 

Secretary  Taft.  How  many  people  are  there  on  the  Isthmus? 

Mr.  Arias.  About  350,000  in  the  Republic. 

Secretary  Taft.  You  think  there  are  about  5  pesos  a  head? 

Mr.  Arias.  About  8  pesos  per  capita. 

Secretary  Taft.  That  would  be  about  3,000,000  pesos.  Admiral  Walker,  how 
much  do  you  suppose  your  ^ing  in  there  would  add  to  the  demand  for  the  peso? 

Admiral  Walker.  Well,  it  would  add  considerably.  We  should  use  it  We  would 
pay  our  men  with  it. 

Secretary  Taft.  Would  you  pay  every  week  or  every  month? 

Admiral  Walker.  .  Probably  twice  a  month. 

Secretary  Taft.  Would  you  pay  all  your  men  in  the  peso? 

Admiral  Walker.  Yes;  we  should  pay  in  that  way  probably  all  the  people  we 
employed  down  there.  The  people  sent  down  from  here  we  should  pay  once  a  month 
in  gold  or  in  United  States  currency,  but  the  laborers  and  the  people  of  the  Isthmus 
would  go  on  the  silver  roll  and  be  paid  every  two  weeks. 

Secretary  Taft.  Of  course  it  is  impossible  to  say  what  that  roll  would  amount  to? 

Admiral  Walker.  We  could  count  on  having  in  our  emplov  down  there  some- 
where from  12,000  to  20,000  men. 

Mr.  Barrett.  Camp  followers  would  add  5,000  more,  probably. 

Secretary  Taft.  The  number  of  people  would  be  a  great  deal  in  excess  of  the  labor- 
ers. It  would  take  about  20  pesos  per  capita  every  half  month — about  400,000  pesos 
would  be  disbursed  every  half  month? 

Admiral  Walker.  Yes. 

Secretary  Taft.  That  would  about  double  the  circulation  down  there? 

Admiral  Walker.  Yes;  fully. 

Mr.  Barrett.  The  increase  of  the  population  generally  would  be  very  marked. 

Secretary  Taft.  Your  idea,  is  it  not,  is  simply  to  recoin  the  existing  silver? 

Mr.  Cromwell.  Yes,  sir;  and  to  limit  it. 

Secretary  Taft.  Don't  you  think  you  might  have  a  provision  that  you  could  double 
it?  You  might  safely  do  that  if  you  retain  what  is  there.  You  could  retain  a  good 
deal  more  than  that  on  a  million  and  a  half  deposits,  but  what  I  am  afraid  of  is  that  it 
would  double  the  demand  for  silver,  possibly  treble  it,  because  it  will  be  very  active. 

Mr.  Arias.  We  can  not  afford  to  have  a  deposit  of  one  and  a  half  millions.  We 
need  every  cent  of  the  money  in  the  country  at  present.  By  the  constitution,  out  of 
the  $10,000,000  we  have  to  set  apart  six  million,  to  be  placed  in  securities  giving 
annual  fixed  interest,  so  it  can  not  be  diverted  to  other  purposes.  With  this  balance 
we  have  to  do  everything. 

Secretary  Taft.  How  much  would  be  made  from  seigniorage? 

Mr.  Con  ANT.  It  would  raise  the  value  of  the  peso  from  42  to  50  cents. 

Secretary  Taft.  Then  they  would  make  no  money  unless  they  increased  their  cir- 
culation on  bullion.  In  that  case  they  would  make  from  10  to  12  per  cent  on  the 
silver  bought. 
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Mr.  Cromwell.  This  subject  has  been  very  deeply  considered  by  these  gentlemen: 
not  only  by  the  gentlemen  present,  but  by  distinguished  men  in  the  Isthmus.  It  was 
considered  by  their  convention;  and  a  bill  has  been  prepared  by  the  Government, 
submitted,  and  is  under  consideration.  That  bill  is  very  intelligent.  I  suggest  Mr. 
Arias  read  and  explain  to  you  the  measure  pending.  The  convention  is  standing 
ready;  the  bill  is  here;  if  this  form  is  acceptable  it  will  be  cabled  there  and  probably 
passed.  In  other  words,  we  have  the  measure  on  the  table,  and  this  conference  may 
put  it  in  shape  where  it  will  be  adopted. 

The  bill  which  you  hold  is  the  original  bill  presented  in  March  last  bv  the  Gov- 
ernment, as  a  Government  measure,  to  the  convention  then  assembled  as  a  lawmaking 
body.  That  measure  was  not  passed.  It  stopped  at  the  reading  of  the  first  clause. 
It,  however,  developed  a  strong  support.  Then  there  was  introduced,  April  25,  a 
second  measure,  called  the  "Balboa  oill,**  called  by  that  name  because  the  draf to- 
man designated  the  new  dollar  as  the  "Balboa"  dollar,  and  that  was  passed. 

Secretary  Taft.  Was  that  a  gold  dollar  or  a  silver? 

Mr.  Cromwell.  Silver.  Those  two  measures  were  on  the  table  of  the  convention 
when  the  whole  subject  was  referred  to  a  second  committee,  taking  up  both  meas- 
ures. That  committee,  only  two  or  three  weeks  ago,  gave  its  support  and  recom- 
mended the  adoption  of  the  original  bill,  with  a  few  changes.  That  is  the  state  of 
affairs  to-day.  It  came  on  for  debate;  it  was  debated,  and  it  failed  to  pass  because 
of  the  tie  vote,  the  total  membership  being  32,  16  voting  for  and  16  i^inst  Yoq 
will  see,  then,  that  the  state  of  legislation  is  this — that  that  measure  which  you  hold, 
slightly  amended,  has  received  the  indorsement  of  one-half  of  the  li^lature. 

Secretary  Taft.  The  "balboa"  bill,  so  called,  provided,  as  our  fnend  says,  for  a 
gold  standard  of  50  cents,  with  a  silver  coin,  the  parity  of  which  was  to  l)e  main- 
tained with  that  50  cents  gold.  Was  there  any  provision  in  that  bill  for  a  set^urity 
to  the  world  that  it  was  to  be  maintained? 

Mr.  Arias.  There  was  to  be  a  fund  of  $100,000  that  was  to  be  kept  in  the  treasury 
intact. 

Mr.  Cromwell.  The  essence  of  this  bill  is  to  establish  the  gold  dollar  of  the  United 
States  standard.  The  issue  is  limited  to  a  conversion  of  the  outstanding  silver  coin- 
age, and  the  ratio  is  maintained  by  the  conversion  at  a  fixed  figure,  in  the  bill  named 
at  225,  but  it  may  be  amended  later  on  to  a  different  figure. 

Secretary  Taft  then  read  the  bill,  during  which  the  following  remarks  were  made: 

Secretary  Taft.  (After  section  2.)  In  other  words,  the  bill  proposes  the  actual 
coinage  of  a  dollar  which  shall  be  equal  in  fineness  and  size  to  that  of  the  United 
States,  with  different  insignia? 

Mr.  Cromwell.  Yes. 

Secretary  Taft.  But  that  the  United  States  dollar  itself  shall  be  legal  tender 
exactly  as  your  own? 

Mr.  Cromwell.  Yes. 

Secretary  Taft.  (After  section  6. )  Now  that  limits  the  power  of  the  Government 
to  issue  fractional  currency  beyond  the  amount  of  Colombian  dollars,  half  dollar, 
quarter  dollars,  and  ten-cent  pieces  that  there  are  now  in  circulation  in  the  Isthmus? 

Mr.  Cromwell.  Yes,  sir. 

Secretary  Taft.  That  is,  you  can  not  recoin  anything  that  is  not  the  product  of  the 
prei^nt  coin  in  circulation  in  the  Isthmus. 

Mr.  Cromwell.  No,  sir. 

Secretary  Taft.  You  could  not  send  out  under  that  and  buy  a  lot  of  silver  in 
Bogota  anS  recoin  it? 

Mr.  Cromwell.  No,  sir. 

Mr.  CoNANT.  Mr.  Arias  explains  that  his  theory  is  the  Panama  money  would  not 
be  used  to  any  considerable  extent  in  the  Canal  ^ne,  and  the  two  countries  would 
make  their  money  interchangeable.  But  the  result  would  be  that  the  Panama  peso 
would  be  twice  tfie  size  of  the  United  States  peso. 

Secretary  Taft.  (After  section  8. )  In  other  words,  the  Government  obligates  itseli 
to  maintain  the  legal  parity  of  gold  and  silver  and  leaves  to  the  Executive  the  power 
to  determine  what  measures  are  necessary. 

#♦«««*• 

You  would  wish  to  facilitate  the  exchange  of  the  old  coin  for  the  new,  and  in  onler 
to  do  so  you  want  to  furnish  to  those  who  want  to  exchange  a  slight  motive  for  making 
the  exchange— that  is,  to  give  them  a  little  more  than  the  coin  is  worth  in  ordinan 
exchange. 

Mr.  Arias.  We  want  to  make  the  conversion  as  economically  as  possible.  If  vo« 
take  the  Colombian  money  and  move  it  to  New  York  and  exchan^  it  for  bullion, 
you  would  be  at  a  loss.     At  that  rate  between  the  two  values  there  is  a  difference  in 
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favor  of  the  Government  of  about  4  per  cent,  but  that  does  not  cover  the  expense  of 
shipping  and  reshipping  the  coin. 

Secretary  Taft.  How  are  you  going  to  induce  them  to  bring  the  money  in? 

Secretary  Taft.  We  have  had  this  same  question  in  the  Philippines,  where  we 
had  the  Mexican  money,  which  corresponds,  so  far  as  our  desire  to  get  rid  of  it  is 
<x>ncerned,  with  your  Colombian  money.  In  the  islands  we  have  also  had  the 
Spanish-Filipino  money,  which  has  circulated  on  an  equality  with  the  Mexican 
money  at  its  intrinsic  value.  The  difficulty  that  we  have  had  is  in  inducing  any- 
body to  give  us  that  Mexican  or  Spanish-Filipino  money  and  turn  it  over  to  us  in 
order  that  we  might  return  our  new  dollar,  and  the  reason  why  it  is  difficult  to 
induce  them  is  that  whether  you  abolish  the  legal-tender  character  of  the  money  or 
not,  it  still  buys  things  in  the  market.  They  go  down  to  the  abaca  provinces,  and 
they  can  buv  as  many  pounds  of  hemp  with  the  Mexican  dollar  as  they  can  with 
the  new  dollar.  It  is  the  ignorance  of  the  people  as  to  the  exact  value  of  the  coin- 
age that  enables  the  speculators— the  exporters— to  go  down  and  buy  at  Mexican 
rates  and  turn  arouuJ  and  t>ell  at  gold  rat€s  at  Manila.  Therefore  there  is  every 
motive  for  those  men  not  to  turn  over  the  old  money  at  all. 

Mr.  Arias.  But  the  Colombian  dollar  has  not  the  merit  of  the  Mexican. 

Secretary  Taft.  But  it  is  money  that  buys  things.     As  long  as  your  ignorant  peo- 

gle  of  the  350,000  see  a  big,  round  silver'  dollar  with  Colombia  on  it,  which  has 
eretofore  purchased  things,  they  will  not  be  affected  by  the  declaration  of  legal 
tender. 

Mr.  Arias.  But,  for  instance:  I  pay  my  employees  in  Colombian  silver;  then  my 
man  goes  to  the  retailer  and  buys  ois  good^;  but  the  retailer  will  have  to  pay  to  the 
big  merchants,  and  that  is  not  goo<l  for  them  to  exchange. 

Secretary  Taft.  You  mean  the  retailer  will  not  take  the  money? 

Mr.  Arias.  Yes. 

Secretary  Tapi.  But  he  will  take  it— for  the  purpose  of  purchasing  with  the  cheap 
money. 

Mr.  Arias.  We  rely  more  on  the  condition  of  silver  itself  .to  keep  its  parity  than 
upon  the  powers  we  give  to  the  Government.  Here  is  a  country  where  we' never 
have  a  scarcity  of  silver,  and  never  an  aBundance.  '  ^ 

Secretary  Taft.  The  qnestitm  of  maintaining  parity  depends  something  on  your 
sec*urity.  You  ought  to  have  a  good  strong  reserve*  merely  to  demonstrate  your 
l^ood  faith.  We  keep  in  our  Treasury  $150,000,000  gold,  but  we  never  have  to  touch 
It.  That  is  not  because  of  our  making  a  paper  declaration,  but  bv  setting  aside  the 
fund.  It  is  to  give  assurance  to  the  world  that  we  have  enough,  and  more  than 
enough.  Our  Philippine  gold  reserve  is  alx)ut  $7, 000, 000,* with  an  18,000,000-pe8O 
issue.  It  must  l)e  admitted  that  the  use  by  the  t^nited  States  of  a  large  fund,  in 
which  it  recognizes  and  enforces  and  Ptands  back  of  your  currency,  will  itself  help 
you. 

Mr.  Arias.  What  objections  have  you  to  the  soundness  of  the  silver  currency  of 
ours? 

Secretary  Taft.  The  only  objection  is  the  absence  of  any  other  except  a  general 
pleclge  of  the  Government  to  maintain  the  parity. 

Mr.  Arias.  We  give  the  Government  full  power.  In  two  years  from  now,  when 
the  legislature  convenes,  we  shall  have  the  experience  to  tell  just  what  conditions 
are  neede<i. 

Secretary  Taft.  Here  is  the  United  States  Government.  Its  w^ord  is  usually 
regarded  as  good,  but  in  order  to  back  that  up  with  security  it  takes  $150,000,000  of 
^old;  so  with  the  Philippine  government,  which  has  authority  to  borrow  $10,000,000 
m  order  to  maintain  the  parity,  nevertheleas  it  has  thought  it  wise  to  buy  silver,  and 
we  have  in  our  Treasury  $7,000,000  to  maintain  the  parity  of  18,000,000  pesos. 

Mr.  CoxANT.  It  is  marie  a  trust  fund,  specifically  applied. 

Judge  Ma(joon.  About  this  question  of  maintaining  the  parity;  as  I  understand  it, 
you  are  relying,  fii-st,  upon  the  limitation  of  the  coinage  of  silver,  and,  second,  upon 
the  abilitv  of  the  Government  to  maintain  it.  Now,  the  limitation  in  the  proposed 
law  is  only  as  to  the  Colombian  silver  in  circulation  in  Panama.  Would  it  not  be 
better  to  fix  a  certain  amount  rather  than  a  variable  amount?  It  would  be  difficult 
to  prevent  the  bringing  in  of  Colombian  silver  into  Panama  if  it  were  a  profitable 
industry.  You  are  relying  on  a  limitation,  but  have  not  specifically  limited  the 
amount  of  silver  which  your  Government  mav  coin. 

Mr.  Arias.  If  you  should  find  when  we  collect  the  silver  that  it  is  too  much,  we 
have  power  to  contract  the  currency.  If  we  find  that  difference,  then  instead  of 
returning  our  dollar  for  the  Colombian  silver  we  would  throw  up  the  difference. 
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Secretary  Tapt.  That  bill  in  many  respects  is  admirable.  It  is  just  exactly  what 
we  want,  becaase  we  want  to  have  a  currency  there  that  will  assist  us  and  we  want  to 
have  a  currency  to  assist  you.  If  you  could  place  the  actual  limit  on  the  amount  of  ril- 
ver  you  will  coin,  and  then  leave  to  us  to  say  to  you  when  additional  coinage  is  needed 
to  meet  the  demands  of  Admiral  Walker,  representing  the  canal,  that  would  be  well. 
Suppose  he  would  need  double  the  amount.  Say  that  at  the  instance  of  the  United 
States  Government  you  would  issue  an  additional  sum  of  $3,000,000,  with  the  provi- 
sion that  you  should  use  to  secure  the  parity  thereof,  say,  20  to  25  per  cent  by  depos- 
iting it  at  interest  with  an  accepted  trust  company  in  New  York  for  the  benefit  of 
your  Government.  You  will  observe  that  it  is  to  our  interest  that  we  should  use 
that  coin  to  maintain  the  parity,  and  if  we  agree,  as  we  must  agree,  in  the  estimates 
in  our  dealing  to  make  that  good  by  announcing  it  as  worth  so  much  and  pajing 
our  laborers  in  that  way,  we  enable  you  to  secure  the  parity,  and  you  aid  us  by 
depositing  20  to*25  per  cent,  not  for  the  first  three  million  but  for  any  additional  to 
be  issued  for  the  benefit  of  Admiral  Walker. 

BRIEF  OF  A  CX)NFKRBNCE  HELD  IN  THE  OFFICE  OF  THE  SECRETARY  OF  WAR  OX  THE 
AFTERNOON  OF  .TUNE  18,  1904,  BETWEEN  THE  SECRETARY  OF  WAR  AND  A  DELEGATION 
FROM  THE  REPUBLIC  OF  PANAMA. 

After  a  general  discussion  of  the  three  paragraphs  constituting  the  proposed  agree- 
ment between  the  United  States  and  the  Republic  of  Panama  for  a  monetary  system. 
Mr.  Cromwell  stated: 

Mr.  Cromwell.  The  essential  points,  Mr.  Secretary,  are  a  gold  standard  with  the 
United  States  gold  coins  circulating  now.  Next,  that  we  will  issue  a  limited  money 
for  the  first  conversion  up  to  3,000,000  half-dollar  pesos,  and  that  on  January  1, 1906, 
we  will  issue  additional  coinage  as  you  may  call  for  it,  up  to  the  limit  of  3,000,000 
half-dollar  pesos  more;  that  we  will  secure  a  guaranty  of  the  parity,  first,  by  a 
deposit  of  15  per  cent  at  each  time  from  the  beginning  to  the  end  of  the  series;  and, 
second,  that  tne  Commission  shall  open  its  reserve  funds  to  the  amount  necessary  to 
insure  this  parity.  That  is  the  essence  of  our  proposal.  Now  we  put  that  in  writing. 
If  you  accept  it,  Mr.  Secretary,  we  are  going  to  cable  it  to  Panama  to-night,  and  the 
convention  is  in  session  and  is  waiting  sojely  for  this,  and  they  are  anxious  to  ^t 
home.  The  cables  are  asking  us  almost  every  hour  to  get  this  conclusion,  and  we 
want  them  to  receive  vour  responpe.  They  will  hold  a  session  Monday  morning, 
and  they  probably  will  pass  the  law  in  the  form  that  is  reported  to-night.' 

*  «  »  ♦  ♦  *  ♦ 

After  a  general  discussion  of  proposed  amendments,  Secretary  Taft  read  the  draft 
of  the  agreement,  with  amendments,  as  follows: 

First.  That  the  issue  of  silver  coin  of  the  Republic  in  exchange  for  Colombian  silver 
coin  in  circulation  in  the  Republic  within  a  period  to  be  fixed  by  the  latter,  shall  be 
limited  in  the  aggregate  to  the  conversion  of  three  million  pesos,  Colombian  silver 
coins. 

Second.  That  after  the  first  day  of  July,  1905  (changed  from  the  first  day  of  Janu- 
ary, 1906),  there  shall  be  coined  and  issued  by  the  Republic!  such  additional  amoont 
of  silver  coin,  to  the  limit  in  the  aggregate  to  the  value  of  1,500,000  pesos — equivalent 
to  three  million  half-dollar  pesos — as  may  be  deemeii  by  the  President  of  the  United 
States  necessary  or  advisable  in  the  construction  or  operation  of  the  Isthmian  Canal, 
and  as  may  Ije  requested  by  him  of  the  exec^utive  power  of  the  Republic. 

Third.  To  guarantee  the  parity  of  such  silver  coin  with  the  eold  coin  the  Re^>uhlic 
shall  create  a  reserve  fund  oy  the  deposit  with  a  responsible  oanking  institution  in 
the  United  States  of  a  sum  equal  in  gold  to  fifteen  per  cent  of  the  amount  of  the  silver 
coin  by  it  issued  and  as  the  same  is  issued,  together  with  an  amount  equal  to  the 
seigniorage  on  the  silver  coins  issued  under  the  prec^eding  provision  2.  Arrangements 
shall  be  made  between  the  Government  of  Panama  and  the  Isthmian  Canal  Commis- 
sion for  selling  at  reasonable  rates  and  on  such  terms  as  will  tend  to  maintain  the 
parity  of  the  silver  coins  of  Panama,  drafts  upon  the  reserve  fund  set  aside  under  the 
previous  paragraph,  and  upon  the  funds  of  the  Isthmian  Canal  Commission. 

The  coin  of  the  Republic  shall  be  legal  tender  in  the  Canal  Zone.  The  Vnited 
States  shall  employ  such  silver  coins  in  its  disbursements  in  the  Canal  Zone  and  in  the 
Republic  so  far  as  the  United  States  may  fin<l  it  practicable  and  convenient. 

The  silver  coinage  herein  referred  to  shall  be  executed  by  the  (rovernment  of  Pan- 
ama at  the  mints  of  the  United  States,  at  the  usual  and  legal  ratej». 

Nothing  in  the  convention  shall  be  construed  to  restrict  the  rights  of  the  Republic 
to  reduce  its  silver  currency  after  the  opening  of  the  Isthmian  Canal  to  commerce,  to 
such  amount  as  it  may  deem  advisable,  and  thereupon  reduce  and  withdraw  prorata 
the  reserve  fund  corresponding  to  such  reduction  of  the  silver  coinage  issue. 
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Mr.  Cromwell.  There  should  be  some  memorandum  embodying  this  and  an 
exchange  between  the  two  Governments. 

Secretary  Tapt.  The  only  authority  I  have  is  to  act  for  the  Commission.  The 
authority  which  the  Secretary  of  State  would  have  is  an  authority  which  necessarily 
involves  the  treaty-making  power  and  goes  to  the  Senate.  Now,  we  do  not  w^ant  to 
do  that.  The  Post-Office  Department  makes  a  lot  of  arrangements  which  never  go 
to  the  Senate  at  all,  and  this,  I  think,  might  properly  be  made  by  me  as  Secretary 
of  War,  representing  the  Isthmian  Canal  Commission  with  your  Government.  Thejr 
have  the  disbursement  of  $150,000,000  for  this  very  purpose,  and  I  do  not  see  why  it 
is  not  sufficient  security  for  you,  if  you  adopt  that" law,  to  say  that  we  will  subscribe 
to  its  terms. 

Mr.  CaonwELL.  I  think  there  is  another  view.  Under  the  Spooner  law  all  authority 
is  vested  in  the  Government.  The  President  thereafter  delegates,  so  to  speak,  some 
of  his  powers  to  yourself  as  Secretary  of  War,  and  charges  you  with  certain  broad 
duties  in  a  letter  of  instructions,  and  I  consider  that  you  really  act  as  the  representa- 
tive of  the  President  under  his  letter  of  instructions  given  to  you,  and  which  he  in 
turn  derives  from  the  Spooner  law. 

Secretary  Taft.  Well,  if  you  are  satisfiied,  I  will  simply  say — directed  to  these  gen- 
tlemen— that  if  this  is  enacted  into  law  by  the  Republic  of  Panama,  in  behalf  of 
the  Panama  Canal,  and  exercising  the  authority  imposed  upon  me  by  the  President, 
I  will,  in  behalf  of  the  Canal  Commission,  see  that  the  terms  binding  upon  me  shall 
be  carried  out.     What  do  you  say  to  that,  Admiral? 

Admiral  Walkbr.  Yes,  sir. 

Secretary  Taft.  Suppose,  now,  I  just  address  a  letter  to  these  gentlemen,  or  to  the 
minister — I  don't  care  which — saying  that  atter  a  conference  and  an  examination  of 
the  terms  which  we  have  agreed  upon,  and  representing  the  Canal  Commission  by 
virtue  of  the  power  imposed  upon  me  by  the  President  of  the  United  States,  I  con- 
sent and  agree  on  behalf  of  the  Isthmian  Canal  Commission  and  the  Government,  so 
far  as  I  have  the  power,  that  the  terms  therein  imposed  upon  the  Canal  Commission 
in  the  United  States  and  the  Government  of  the  United  States  shall  be  complied 
with  upon  the  enactment  of  the  law  by  the  Republic  of  Panama. 

Mr.  Cromwell.  That  is  correct,  Mr.  Secretary,  although  we  may  perhaps  want  to 
put  it  in  a  little  more  precise  form. 

(At  the  suggestion  of  Mr.  Cromwell,  the  members  of  the  conference  party  signed 
their  initials  on  the  margin  of  the  proposed  agreement  opposite  the  several  amend- 
ments inserted.  Mr.  Cromwell  then  stated  that  the  party  would  call  Monday  morn- 
ing and  give  the  Secretary  of  W^ar  a  clean  copy  of  the  agreement. ) 


agreement  rbtween  the  secretary  of  war,  acting  for  the  canal  commission, 
and  the  commission  of  panama. 

'  June  20,  1904. 

Messrs.  Ricardo  Arias  and  Eusbbio  A.  Morales, 

Special  Fisctit  Commissioners  of  the  Republic  of  Panama. 

<tentlemen:  I  understand  that  there  is  now  pending  in  the  Convention  of  the 
Kepublic  of  Panama,  exercising  legislative  power  for  the  Republic,  a  bill  to  estab- 
lish a  monetar>'  standard  and  to  provide  for  the  coinage  necessary  in  the  Republic. 
The  I.«ithniian  banal  Commission,  whose  action,  by  direction  of  the  President  of  the 
United  States,  I  am  authorizeii  to  supervise  and  clirect,  is  vitally  interested  in  the 
maintenance  in  the  Canal  Zone  of  a  stable  currency,  based  upon  the  gold  standard. 

I  conceive  it  to  be  of  common  benefit  to  the  Republic  and  to  the  Isthmian  Canal 
Commission  that  the  currency  U8e<i  in  the  Republic  and  in  the  Canal  Zone  should 
\te  the  same.  I  am  infonned  that  the  Convention  of  the  Republic  has  under  consid- 
eration a  measure  which  in  substance  provides: 

I.  That  the  monetary  unit  of  the  Republic  shall  be  a  gold  peso  of  the  weight  of  1 
^ram  672  milligrams,  and  of  nine  hundred  one-thousandths  fineness,  divisible  into 
100  cent«,  to  be  issued  as  and  when  considered  by  the  Republic  necessary  or  convenient 
for  its  requirements. 

II.  That  the  present  gold  dollar  of  the  United  States  of  America  and  its  multiples 
Hhall  also  be  le^l  tender  in  the  Republic  of  Panama  for  its  nominal  value  as  equiva- 
lent to  one  gold  peso  of  the  Republic. 

III.  That  fractional  silver  coins  shall  be  issued  by  the  Republic,  of  various  denomi- 
nations, all  to  be  of  an  alloy  composed  of  nine  hundred  oue-thoueandths  of  pure  silver 
ami  one  hundred  one-thousandths  of  copper,  the  declared  value  of  the  same  bearing 
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a  ratio  to  the  same  weight  of  eold  of  approximately  one  to  thirty-two,  and  that  such 
fractional  silver  currency  ehall  be  legal  tender  in  all  transactions. 

IV.  That  the  silver  to  be  coined  shall  be  in  fractional  denominations  of  the  gold 
peso  or  dollar  and,  except  as  hereinafter  specifically  provided,  shall  be  coined  only 
in  exchange  or  conversion  of  the  Colombian  silver  peso  and  fractional  currency  now 
legally  in  circulation  in  the  Republic,  and  that  the  amount  thus  converted  shall  not 
exceed  $3,000,000  of  such  Colombian  silver  pesos. 

V.  That  after  July  1,  1905,  there  shall  be  coined  and  issued  by  the  Republic  such 
additional  amount  of  fractional  silver  currency  to  the  limit  in  the  aggregate  in  value 
of  1,500,000  pesos  or  gold  dollars,  equivalent  to  3,000,000  half-dollar  pieces,  ae  may 
be  deemed  by  the  Secretary  of  War  of  the  United  States  necessary  or  advisable  in 
the  construction  of  the  Isthmian  Canal  and  as  may  be  requested  by  him  of  the  execu- 
tive power  of  the  Republic. 

VI.  The  Republic  of  Panama,  in  order  to  secure  the  lecal  parity  and  equivalence 
with  the  ^old  standard  of  such  fractional  silver  coins,  shall  create  a  reserve  fund  by 
deposit  with  a  responsible  banking  institution  in  the  United  States  of  a  sum  in  law'- 
ful  currency  of  the  United  States  equivalent  to  15  per  cent  of  the  nominal  value 
of  the  silver  fractional  currency  issued  by  the  Republic,  and  as  the  same  is  issued, 
together  with  an  amount  equalto  the  seigniorage  on  the  silver  coins  issued  at  the 
request  of  the  Secretary  of  War  as  aforesaid,  less  all  necessary  costs  of  coinage  and 
transportation. 

VII.  That  after  conference  with  the  Isthmian  Canal  Commission  or  its  representa- 
tives or  fi9ca\  agents,  the  Republic  of  Panama  will  take  such  steps  with  respect  to 
exchange  by  drafts  upon  its  reserve  fund  as  will  tend  to  prevent  the  disturbance  of 
the  legal  parity  of  the  silver  fractional  currency  of  the  Republic  of  Panama  with  the 
gold  standard. 

VIII.  That  the  Republic  of  Panama  shall  cause  its  coinage  to  be  executed  at  the 
mints  of  the  United  States.  * 

Assuming  that  legislation  will  be  enacted  substantially  to  the  foregoing  effect,  I 
agree  on  behalf  of  the  Isthmian  Canal  C'ommission  and  bv  direction  of  the  President 
of  the  United  States- 
First.  Tha1>the  Isthmian  Canal  Commission  will  make  the  gold  and  silver  coin  of 
the  Republic  of  Panama  legal  tender  within  the  Canal  Zone  bv  appropriate  legiFlation. 
Second.  That  it  will  employ  such  gold  and  silver  coin  of  the  Republic  in  its  dis- 
bursements in  the  Canal  Zone  and  in  the  Republic  as  the  C^nal  Commission  shall 
find  practicable  and  convenient. 

Third.  The  Isthmian  Canal  Commission  shall  cooperate  with  the  Republic  of 
Panama  to  maintain  the  parity  of  the  fractional  silver  coinage  of  the  Republic  of 
Panama  with  the  gold  standard'  by  sale  of  drafts  upon  its  funds  at  reasonable  rates 
and  on  terms  which  will  tend  to  prevent  the  disturbance  of  such  parity. 

Fourth.  It  is  mutually  agreed  that  nothing  herein  contained  shall  lie  construed  to 
restrict  the  right  of  the  Republic  to  reduce  its  silver  currency  after  the  opening  of 
the  canal  to  commerce  to  such  an  amount  as  it  may  deem  advisable,  and  thereupon 
to  reduce  and  withdraw,  pro  rata,  the  reserve  fund  corresponding  to  the  reduction 
of  the  amount  of  silver  coinage  outstanding. 

Will  you  please  confirm  your  accord  with  the  foregoing? 
Very  respectfully, 

Wm.  H.  Taft,  Secretary  of  War. 


Special  Fiscal  Commis^^ion  of  the  Republic  of  Panama, 

New  York,  June  20,  1904^ 
Hon.  Wm.  H.  Taft, 

SecreUirif  of  War,  Washin0on,  D.  C 
Sir:  Pursuant  to  the  powers  conferred  upon  us  by  the  general  directions  of  the  Gov- 
ernment of  the  Republic  of  Panama,  and  subject  to  the  enactment  bv  the  Republic  of 
the  necessary  legislation,  we  hereby  declare  our  complete  accord  witli  the  convention 
embodied  in  your  communication  of  this  date,  and  agree  to  the  same  as  therein  fset 
forth. 

We  are,  dear  sir,  very  truly,  yours,  Ricardo  Arias, 

ErsoBio  A.  Morales, 
SpecUil  Fiscal  Commisnoners  of  the  Republic  of  Panama^ 
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Exhibit  8. 

[Law  No.  84.] 

June  28,  1904. 
currency  and  coinage. 

The  national  convention  of  Panama  decrees: 

Article  I. 

The  monetary  unit  of  the  Republic  shall  be  the  balboa,  or  a  gold  coin  of  one 
gramme  six  hundreii  and  seventy-two  milligrammes  (1.672)  weight  and  nine  hun- 
dred thousandths  (0.900)  fineness— divisible  into  100  cents -(100/100). 

The  actual  gold  dollar  of  the  United  States  of  America  and  its  multiples  shall  be 
legal  tender  in  the  Republic  for  its  nominal  value,  equivalent  to  the  balboa. 

Article  II. 

When  the  Executive  power  arranges  the  national  gold  coinage  this  coinage  shall 
be  minted  in  pieces  of  one,  two  and  a  half,  five,  ten,  and  twenty  balboas,  choosing 
those  coins  which  will  have  the  greatest  circulation. 

Article  III. 

The  silver  monev  shall  consist  of  an  alloy  of  nine  hundred  thousandths  of  pure 
silver  and  one  hundred  thousandths  of  copper. 

Article  IV. 

The  names,  weight,  and  diameters  of  the  silver  coins  shall  be  as  follows: 

The  peso,  weight  25  grammes,  diameter  37  millimetres,  value  50  cents  (WV)  o^  t^© 
Balboa; 

The  half  peso,  weight  12^  grammes,  diameter  30  millimetres,  value  25  cents; 

The  fifth  of  a  peso,  weight  5  grammes,  diameter  24  millimetres,  value  10  cents; 

The  tenth  of  a  peso,  weight  2^  grammes,  diameter  18  millimetres,  value  5  cents; 

The  twentieth  of  a  peso,  weight  li  grammes,  diameter  10  millimetres,  value  2^ 
cents. 

In  consequence  two  pesos  of  silver  will  equal  in  value  one  Balboa,  which  is  the 
monetary  unit.  The  other  fractions  of  a  peso  shall  retain  the  same  proportional 
fractional  equivalent  with  respect  to  the  Balboa  as  a  unit. 

Article  V. 

The  national  silver  coinage  shall  be  legal  tender  for  its  nominal  value  in  all  trans- 
actions. 

Article  VI. 

The  Colombian  silver  money  not  inferior  to  835-thousandths  fine  and  606-thou- 
sandths  of  the  same  alloy,  which  is  actuall}'  in  circulation  in  the  Republic,  shall  be 
exchanged  for  the  new  national  currency  at  the  rate  of  212.50  for  each  100  Balboas 
or  their  equivalent  in  Panama  silver  mone^.  But  the  conversion  of  the  Colombian 
silver  of  666-thou6andths  shall  alone  be  limited  to  the  five-cent  pieces  and  to  the  sum 
of  20,000  pesos,  a^  stipulated  in  the  first  clause  of  Contract  No.  36,  entered  into 
between  the  extinct  department  of  Panama  in  the  name  of  the  Republic  of  Colombia 
and  Messrs.  Isaac  Brandon  and  Brothers,  of  this  city,  for  the  coinage  of  Colombian 
silver  money,  which  contract  was  approved  by  General  Victor  Manuel  Salazar,  civil 
and  military  chief  of  the  Department  of  Panama,  dated  October  10,  1902,  and  pub- 
lished in  No.  1399  of  the  Panama  Gazette  of  October  9th  of  the  same  year. 

The  obligations  contracted  before  the  present  law  became  effective,  payable  tacitlv 
or  expressly  in  Colombian  silver  not  inferior  to  835  thousandths,  shall  oe  redeemable 
in  the  new  national  money  at  the  rate  indicated  in  this  article. 

Article  VII. 

The  Colombian  silver  money  referred  to  in  this  law  shall  continue  to  be  legal  ten- 
der until  the  day  upon  which  be^^ins  the  verification  of  the  exchange. 

The  Executive  power  shall  initiate  the  conversion  of  moneys,  as  referred  to  in  arti- 
cle 6,  on  the  first  day  of  September  next.    For  this  purpose  there  shall  be  designated 
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the  public  offices,  where,  in  the  capital  and  the  provinces  of  the  Republic,  the  veri- 
fication of  the  exchange  shall  take  place  and  aue  notification  shall  be  published 
thirty  days  before  the  date  of  exchange. 

This  conversion  shall  be  made  within  sixty  days  after  September  Ist  next,  after 
which  date  Colombian  money  shall  cease  to  be  le^l  tender  in  the  Republic. 

Article  VIII. 

For  the  purpose  of  exchanging  the  silver  money  actually  in  circulation  in  the 
Republic,  the  Executive  power  is  authorized  to  coin  and  issue,  as  stated  in  this  law, 
Panaman  money  to  the  amount  of  3,000,000  pesos'. 

Article  IX. 

To  guarantee  the  parity  between  the  silver  and  the  gold  money,  the  Executive 
power  shall  deposit  in  a  safe  banking  institution  in  the  United  States  a  sum  in  gold 
equivalent  to  15  per  cent  of  the  value  of  coinage  issued. 

Article  X. 

The  Executive  power  shall  publish  monthly  statements  in  the  Official  Grazette  of 
the  amounts  of  Colombian  silver  presented  for  exchange,  and  when  the  oonvereion 
is  completed  the  Executive  power  is  authorized  to  sell  the  silver  thus  obtained  in 
any  foreign  market  and  at  the  best  rate  obtainable.  The  product  of  such  sale  §hall 
be  deposited  as  part  of  the  funds  of  the  Republic. 

Article  XI. 

The'  design  of  the  Panama  coins  referred  to  in  this  law  shall  be  as  follows: 
On  the  obverse,  the  bust  of  Vasco  Nunez  do  Balboa,  discoverer  of  the  Panaman 
shores  on  the  Pacific,  in  profile  and  facing  the  right,  with  an  ornament  upon  which 
are  engraved  the  words  '^God,  Law,  Liberty."  Above  the  bust,  at  .the  edge  of  the 
coin,  the  phrase  ''  Republica  de  Panama; ''  on  the  base  of  the  bust  the  word  ^  *  Balboa  " 
in  capital  letters,  but  not  so  large  as  the  other  inscriptions.  In  the  lower  part  of  the 
coin,  under  the  bust,  the  year  of  coinage  in  figures. 

The  reverse  of  the  coin  shall  bear  the  coat  of  arms  of  the  Republic  of  Panama  in 
the  center;  around  the  upper  ed^,  the  value  of  the  coin  in  letters;  around  the  lower 
edge,  toward  the  right,  the  weight  of  the  coin  in  grammes;  toward  the  left,  the 
amount  of  alloy  in  thousandths  of  fineness. 

Article  XII. 

It  is  absolutely  prohibited  to  introduce  into  the  territory  of  the  Republic  any  other 
silver  money  except  that  which  the  Executive  power  may  issue  in  completion  of 
this  law. 

Article  XIII. 

-The  Executive  power  is  authorized  to  celebrate  with  the  Grovemmentof  the  United 
States  of  America  a  monetary  convention  based  upon  the  present  law  and  arranged 
for  at  the  conference  held  at  Washington  on  the  18th  of  the  present  month  of  June 
between  the  commissioners  of  that  Government  and  those  of  tne  Republic  of  Panama. 

Article  XIV. 

The  expenses  incurred  in  carrying  out  this  law  shall  be  considered  included  in  the 
regular  budget  of  expenses. 
Given  at  Panama  the  27th  day  of  June,  1904. 
The  President, 

Jbraedo  Ortega. 
The  secretary, 

Ladislao  Sosa. 

National  Executive  Power,  Treasury  Department,  Panama,  June  28^  1904- 

Publish  and  execute, 

H.  Amador  Guerrero. 
The  secretary  of  the  treasury, 

F.  V.  DE  LA  ESPRIKLLA. 
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Exhibit  9. 
[Memorandum  for  Mr.  Carpenter.] 

Isthmian  Canal  Affairs,  Office  of  Administration, 

Washingloriy  D.  C,  April  P,  1906, 
Referring  to  yoar  memorandam  of  the  7th  addressed  to  Mr.  Seymour,  stating  that 
the  Secretary  of  War  desires  an  itemized  statement  of  the  amount  of  monev  paid  out 
by  the  Commission  for  exchange  under  the  monetary  agreement  from  the  time  it 
went  into  force  until  now,  and  for  what  purpose  paid,  there  is  attached  hereto  a 
memorandum  from  the  acting  general  auditor  giving  the  data  desired  up  to  the  end 
of  February  last,  which  includes  the  latest  report  received. 

Joseph  Bucklin  Bishop,  Secretary. 


Statement  of  patpnents  made  by  the  Mhmian  Canal  Commission^  at  the  rate  of  three- 
Quarters  of  1  per  centum  for  United  Slates  currency  delivered  to  the  Commission  by  the 
banking  concerns  under  the  term  of  an  agreement  entered  into  for  one  year  from  the  29th 
day  of  April,  1905 ^  being  a»l  payments  to  February  28^  1906y  under  said  agreement. 


Month. 


To  whom  paid. 


June. 


1905. 


July.... 
August  . 


September. 


October 


November. 
December. 


1906. 
January.  ... 


February . 


Ehrman  «&  Co 

International  Banking  Corporation . 

American  Trade  Developing  Co 

I.  Brandon  &Bros 

Ehrman  <fe  Co 

International  Banking  Corporation. 

I.  Brandon  &  Bros    

American  Trade  Developing  Co 

Ehrman  &  Co 

I.  Brandon  &  Bros 

International  Banking  Corporation. 

American  Trade  Developing  Co 

Ehrman  «&  Co 

International  Banking  Corporation. 

American  Trade  Developing  Co 

I.Brandon  dc  Bros 

American  Trade  Developing  Co 

Ehrman  &  Co 

International  Banking  Corporation. 

I.  Brandon  &  Bros 

....do 

American  Trade  Developing  Co 

International  Banking  Corporation. 

Ehrman  <&  Co 

International  Banking  Corporation. 

I.Brandon  &  Bros 

Ehrman  &  Co 

American  Trade  Developing  Co 


S(K),000.00 
50.fioo.OO 
30,000.00 
60,000.00 
78,000.00 
65,000.00 
78,000.00 
39.000.00 
78,000.00 
78,000.00 
66.000.00 
39.000.00 
84,000.00 
70.000.00 
42,000.00 
84.000.00 
42,000.00 
84,000.00 
70,000.00 
84.000.00 
76,000.00 
37.600.00 
62,600.00 
76,000.00 
12.500.00 
15,000.00 
15,000.00 
7,500.00 

Ehrman  &  Co 90,000.00 

International  Banking  Corporation 75,000.00 

I.  Brandon  &  Bros i  90.000.00 

American  Trade  Developing  Co i  45,000.00 

International  Banking  Corporation ,  75, 000. 00 

American  Trade  Developing  Co 45,000.00 

Ehrman  &  Co 90,000.00 

I.  Brandon  &  Bros 90,000.00 


Amount 
secured. 


Premium 
paid. 


Total 2,180,000.00 


9460.00 
875.00 
225.00 
450.00 
585.00 
487.50 
585.00 
292.50 
685.00 
585.00 
487.50 
292.50 
630.00 
525.00 
815.00 
630.00 
815.00 
630.00 
525.00 
630.00 
562.50 
281.25 
468.75 
562.  .50 

93.75 
112.50 
112.60 

66.25 

675.00 
562.50 
676.00 
837.60 
662.50 
837.50 
675.00 
675.00 


16,850.00 


SUMMARY. 


Amount  se- 
cured. 


Percent- 
age of 
business. 


Premium 
paid. 


Ehrman  &  Co 

International  Banking  Corporation. 

American  Trade  Developing  Co 

I.  Brandon  &  Bros 


•654,000.00 
545. 000. 00 
327,000.00 
654.000.00 


Percent. 
80 
25 
15  I 
801 


K  906. 00 
4.087.50 
2,452.60 
4,905.00 


Total : 2,180.000.00 


100        16,860.00 


Bespectfully  Bubmitted. 

Afbil  9, 1906. 

p  o— VOL  a— 06 42 


Harry  C.  Lewis, 
Acting  General  Auditor. 
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Exhibit  10. 

April  1,  1906. 

My  Deab  Mr.  Secretary  :  I  herewith  transmit  to  you  copy  of  a  letter  received 
by  me  to-day  from  Disbursing  Officer  Williams. 

I  have  been  giving  this  subject  a  good  deal  of  thought  the  last  ten  days, 
knowing  that  the  present  arrangement  will  expire  on  April  29,  but  did  not 
hitend  to  write  you  until  I  had  studied  the  situation  personally  on  the  Isth- 
mus. However,  as  I  desire  you  to  read  the  letter  of  Williams,  I  take  this 
occasion  to  give  you  my  ideas  on  the  subject. 

I  understand  that  the  bankers  have  not  found  the  present  agreement  profit 
able  and  do  not  care  to  renew  it.  I  am  also  advised  that  the  question  of  keeping 
an  adequate  amount  of  silver  on  hand  is  constantly  growing  more  serious.  It 
is  also  true  that  our  inability  to  pay  by  check  necessitates  the  handling  of  large 
quantities  of  coin,  with  attendant  risk,  etc.  You  will  see  from  Mr.  Williams's 
letter  that  the  Jamaica  negroes  are  becoming  used  to  our  $5  gold  pieces,  and  that 
in  his  judgment  it  would  not  embarrass  anyone  if  we  paid  partially  in  gold. 
In  fact,  he  thinks  this  method  to  be  the  only  feasible  solution  of  the  silver- 
supply  question. 

It  seems  to  me  that  the  best  thing  to  do  is  to  appoint  a  fiscal  agent,  advising 
him  what  we  expect  him  to  accomplish,  and  paying  him  a  reasonable  compensa- 
tion for  same.  The  Government  can  not  any  more  than  an  individual  expect 
something  for  nothing  without  in  the  long  run  being  a  sufferer. 

I  understand  that  the  International  Banking  Corporation  is  now  nominally 
fiscal  agent  for  the  Grovernment,  and  I  believe  an  arrangement  can  be  made  with 
them  under  which  they  would  keep  a  sufficient  supply  of  both  gold  and  silver 
coin  on  hand  for  our  necessities,  maintain  the  parity  between  the  two,  possibly 
have  branches  at  the  points  mentioned  by  Mr.  Williams,  and  do  some  or  all  of 
the  work  indicated  by  Mr.  Williams  In  his  letter.  I  saw  General  Hubbard  in 
New  York  last  week,  and,  having  this  subject  in  my  mind,  asked  him  how  be 
would  feel  toward  the  proposition  of  acting  as  our  fiscal  agent  under  instmc- 
tions  without  any  demand  for  a  certain  amount  of  deposits,  but  simply  receive 
a  fair  compensation  for  the  work  done.  The  general  said  he  would  be  glad  to 
so  act,  carrying  out  any  instructions  we  might  give  them ;  so,  I  believe,  if  yon 
favor  Mr.  Williams's  recommendations,  that  an  arrangement  could  be  made  on  a 
satisfactory  basis  with  the  International  Banking  Corporation  to  do  the  work 
required. 

Very  truly,  yours,  T.  P.  Shonts. 

The  Secretary  of  War. 


Isthmian  Canal  Commission. 
Office  of  the  Disbursing  Officer, 

Panama,  March  10, 1906. 
Hon.  Theodore  P.  Shonts, 

Chairman  Isthmian  Canal  Commission,  Washington,  D.  C 

Sir  :  I  have  the  honor  to  address  this  communication  to  you  with  reference 
to  the  monetary  situation. 

As  the  arrangements  now  in  force  with  the  Isthmian  bankers  expire  April 
29  next,  and  as  Congress  must  take  action  before  that  time  as  to  future  arrange- 
ments in  order  to  avert  embarrassing  complications  that  may  arise  to  add  to  the 
difficulties  for  obtaining  satisfactory  results,  I  have  without. special  instructions 
from  you  given  this  my  attention  and  submit  my  vews,  which  I  urge  will  have 
your  serious  consideration  without  delay. 

I  have  studied  the  present  monetary  conditions  on  the  Isthmus  and  have 
carefully  Investigated  the  situation  as  to  the  supply  of  United  States  currency 
and  Panama  silver,  as  well  as  our  present  arrangements  for  obtaining  the 
requisite  amounts  for  our  disbursements.  I  am  firmly  of  the  opinion  that  th<» 
present  method  Is  not  the  best,  from  a  sound  business  standpoint,  as  we  arc 
absolutely  dependent  upon  the  banks,  who,  under  the  present  arrangements, 
may  at  any  time  be  unable  to  fill  our  requirements  for  sliver,  as  they  have 
already  acknowledged  to  me  that  there  is  a  serious  doubt  as  to  their  being  able 
to  entirely  fill  our  requisitions  for  Panaman  silver.  All  but  one  of  the  banks 
have  taken  the  full  ten  days  allowed  by  the  agreement  for  delivery  during  the 
past  few  months.    This  shows  the  Inevitable  embarrassment  to  which  I  would 
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be  subjected  If  all  the  bankers  took  the  limit  of  ten  days  allowed  by  the  agree- 
ment, as  I  would  have  no  work  for  my  money  counters  nor  counted  money  for 
the  pay  clerks  with  which  to  meet  payments  at  that  particular  period,  and  leave 
us  face  to  face  with  the  necessity  of  having  to  have  more  silver  coined  on  short 
notice  or  suddenly  having  to  pay  a  part  of  our  silver  rolls  in  United  States 
gold  without  first  paving  the  way  for  such  action,  thus  possibly  bringing  about 
temporary  financial  disturbances  and  criticism  of  our  administration. 

The  black  laborers  are  quite  familiar  with  our  $5  gold  pieces,  for  which  they 
pay  a  premium  to  brokers,  who  sell  them  at  from  1  per  cent  to  2  per  cent  ad- 
vance. I  desire  to  take  advantage  of  the  inclination  of  the  black  laborers 
toward  United  States  gold  and  gradually  nccuFtom  them  to  receive  gold  direct 
from  us  in  payment  of  wages.  The  United  States  $5  gold  piece  is  commonly 
called,  by  the  laborers  from  English  jiossessions,  an  "American  pound"  and 
taken  by  them  in  preference  to  an  English  sovereign,  and  is  considered  by  them 
equal  to  ^0  silver  and  the  premium  they  have  to  pay  the  brokers  for  the  coin. 
1  know  that  a  part  of  our  silver  rolls  can,  without  question,  be  paid  in  gold  if 
the  laborer  is  properly  prepared  for  the  change.  I  know  from  actual  observa- 
tion that  the  introduction  of  our  actual  gold  money  here  will  not  have  a  ten- 
dency to  deplete  the  United  States  Treasury,  as  whenever  our  gold  is  in  circu- 
lation there  has  been  shown  no  inclination  on  the  part  of  anyone  to  accumulate 
and  board  our  gold.  It  circulates  very  freely  in  quite  a  quantity  here  on  the 
Zone  and  in  the  Republic  of  Panama,  and  we  receive  a  large  amount  of  it  in 
our  dally  remittances  from  postmasters,  hospitals,  etc. 

For  example,  if  a  laborer  who  receives  his  entire  pay  in  silver  and  goes  directly 
to  a  broker  and  pays  a  premium  for  $5  gold  pieces  has  due  him,  say,  ^JK> 
silver,  the  equivalency  In  gold  of  $15,  we  could  pay  him  one  or  two  $5  gold 
pieces  as  equivalent  of  1^10  or  920  sliver,  respectively,  and  the  balance  of  his 
pay  in  actual  silver,  thus  utilizing  gold  In  part  settlement  of  our  silver  rolls, 
with  a  corresponding  decrease  In  the  amount  of  silver  required.  This  will 
have  the  effect  of  reducing  our  requirements  for  sliver  and  In  doing  away  with 
the  necessity  for  having  to  consider  a  further  coinage  and  will  make  the  sliver 
now  in  circulation  here  sufficient  for  all  requirements  as  subsidiary  coinage 
and  place  us  In  a  position  to  pay  much  or  little  sliver,  as  we  may  see  fit,  according 
to  coniiitions  as  they  exist,  as  to  whether  there  Is  a  large  or  small  supply  of 
sliver  available.  The  fear  expressed  by  some  that  by  the  payment  of  our 
silver  rolls  In  gold  the  necessities  of  life  will  be  doubled  Is  rank  absurdity,  so 
long  as  the  parity  is  maintained,  and  particularly  so  If  we  pay  only  a  part  In 
gold  and  the  balance  in  silver  at  the  legal  parity. 

All  prices  here  are  reckoned  in  gold  now.  I  have  read  the  testimony  of  vari- 
ous witnesses  before  the  Senatorial  committee  regarding  the  money  situation 
and  have  come  to  the  conclusion  that  the  witnesses  either  know  very  little 
about  the  real  conditions  or  have  held  back  altogether  too  much,  and  I  think 
that  it  Is  high  time  for  you  to  know  the  actual  facts,  and  that  we  are  not  all 
dishonest  down  here.  I  hope,  if  consistent,  that  you  will  bring,  in  a  clear  and 
concise  way,  to  our  lawmakers  the  fact  that  up  to  now  we  have  handlded  mil- 
lions of  dollars  without  the  loss  of  one  cent  as  well  as  the  fact  that  there  is 
great  danger  of  serious  financial  complications  if  present  conditions  are  not 
looked  after,  and  that  unquestionably  the  matter  should  be  placed  in  the  hands 
of  a  financial  agent  to  act  for  and  advise  us  in  all  matters  relative  to  our 
monetary  requirements,  so  that  any  financial  disturbances  may  be  anticipated 
and  the  necessary  remedy  applied  before  it  becomes  critical. 

In  order  to  place  the  Commission  in  a  strong  and  commanding  position  and 
surround  myself  with  every  safeguard  possible,  and  by  which  a  certain  sure 
supply  of  both  United  States  and  Panama  moneys  can  be  had  when  needed  and 
the  financial  situation  on  the  Isthmus  absolutely  controlled  by  the  Commission, 
including  the  assurance  of  a  stable  sliver  currency  circulating  on  a  parity  with 
United  States  gold,  regardless  of  any  action  on  the  part  of  the  Panama  Govern- 
ment. I  propose,  and  strongly  urge,  the  immediate  careful  consideration  of  the 
following  plan: 

That  arrangements  be  made  whereby  a  bank  will  be  established  under  our 
laws  at  Empire,  Canal  Zone,  and  near  to  my  future  office,  with  an  agent  or 
branch  at  Ancon,  the  Pacific  terminal,  and  at  Cristobal,  the  Atlantic  terminal, 
or  in  the  cities  of  Panama  and  Colon,  preferably  in  the  Canal  Zone. 

That  such  an  institution  be  made  the  fis^^-al  agent  and  designated  "A  deposi- 
tory for  the  funds  of  the  Commission  aii'd  the  Canal  Zone,"  who  will  cash  my 
drafts  on  New  York  and  where  I  can  deposit  all  funds,  subject  to  check,  that 
come  into  my  possession,  and  by  this  means  keep  the  money  In  constant  clrcu- 
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lation,  instead  of  as  now  done,  locked  up  in  our  vaults  until  required;  where 
funds  of  municipalities  can  be  deposited  for  safe-keeping  and  at  the  same  time 
be  in  circulation  to  help  out  the  stringency  in  the  Panaman  money  situation, 
Instead  of  being  hoarded  up  in  my  vaults  until  called  for  by  the  municipalities, 
without  any  bond  from  me  to  protect  them ;  where  postmasters  can  deposit  to 
the  credit  of  the  Canal  Zone  treasurer  the  money-order  receipts,  and  where  the 
treasurer  of  the  Canal  Zone  can  remit  the  same  to  the  Post-Office  Department 
at  Washington  by  draft,  thereby  saving  and  controlling  to  a  large  extent  the 
oirculatlon  of  the  United  States  currency  on  the  Isthmus  and  keeping  the  little 
republics  in  this  vicinity  from  picking  it  up  and  carrying  it  off  for  their  people 
to  uFe  at  our  expense;  where  money  can  be  trasferred  from  one  point  to 
another  by  check  in  a  businesslike  way,  instead  of  continuing  to  do  as  is  now 
done — ^bring  the  actual  money  from  one  point  on  the  line  to  Panama,  and  then  the 
next  day  return  the  same  money  to  the  same  place  for  disbursement,  running 
the  risk  of  loss  each  time  it  is  handled,  when  it  could  be  done  with  safety, 
dispatch,  and  speed,  and  w^ithout  undue  risk,  as  stated,  by  check. 

That  this  concern  be  charged  with  the  duty  of  supplying  all  the  monetary 
requirements  of  the  Commission,  and  if  necessary,  of  dealing  direct  with  the 
local  banks,  instead  of  having  each  one,  as  is  now  done,  deal  direct  with  me,  and 
also  to  deliver  funds  for  me  at  Empire,  Ancon,  and  Cristobal,  against  my  checks 
on  them,  to  paymasters,  and  pay  clerks  at  detached  pay  houses  and  cars,  thus 
ultimately  giving  me  the  paid  check  as  an  additional  voucher  and  furnishing 
further  safety. 

In  other  words,  I  wish  to  use  this  bank  as  a  depository  and  distributing 
agent,  there  being  no  express  company  or  other  safe  means  for  the  secure 
transportation  of  money  on  the  Isthmus,  as  well  as  to  obtain  from  them  my 
supply  of  United  States  and  Panaman  moneys,  and  at  the  same  time  have  a  con- 
trol through  them  of  the  Panaman  silver,  to  prevent  a  tie  up  of  silver  by  any 
possible  combination  or  trust  to  the  detriment  of  the  work  and  for  the  purpose 
of  holding  up  the  Commission. 

I  wish  you  to  be  able  to  treat  with  this  concern  just  as  if  they  were  a  depart- 
ment of  the  Commission.  They  being,  however,  separate  and  distinct  from  the 
Commission  are  in  a  position  to  promote  our  fiscal  policy  on  account  of  their 
ability  to  transact  business  with  the  community  at  larg9.  by  which  our  financial 
policy  can  be  promulgated  and  made  effective :  It  of  course  being  understood  that 
this  bank  must  in  every  way  act  in  accordance  with  the  wishes  of  the  Com- 
mission. 

In  order  to  be  assured  of  a  stable  silver  currency,  without  reference  to  the 
present  arrangements  made  by  the  Panaman  Government  for  maintaining  the 
parity,  this  bank  must,  upon  demand  at  any  of  its  offices  from  any  person,  sub- 
ject to  necessary  restrictions  as  to  time,  mutilated  money,  etc.,  pay  one  gold 
dollar  for  two  silver  pesos,  by  which  means  the  value  of  the  silver  pesos  can 
not  go  below  the  value  of  50  cents  United  States  gold,  and  the  result  would  be 
the  same  as  if  the  money  were  guaranteed  by  the  United  States  and  as  if  we 
had  a  United  States  subtreasury  established  on  the  Isthmus. 

The  bank  and  branches  should,  if  possible,  be  located  upon  a  spur  track, 
subpay  stations  being  similarly  located,  in  order  that  the  money  may  be  loaded 
direct  from  the  vaults  of  the  bank  into  pay  cars  upon  sidings,  transported  to  the 
subpay  stations  and  unloaded  directly  into  the  vaults  therein. 

As  the  silver  money  of  this  country  weighs  about  55  pounds  to  the  thousand 
dollars,  and  at  the  present  time  we  are  expending  for  pay  rolls  alone  about 
$720,000  per  month.  It  will  readily  be  seen  what  a  saving  in  the  umtter  of  labor, 
hauling,  and  counting  incident  to  the  transfer  of  these  funds  would  thus  be 
made. 

The  money  should  be  counted  by  the  bank  and  put  up  In  packages  convenient 
for  payment,  amounts  of  same  to  be  specified  by  the  disbursing  officer,  and  deliv- 
ered to  the  disbursing  office  in  this  shape,  various  sized  packages  sacked 
separately  In  amounts  of  $1,000  each. 

The  ability  to  depend  upon  the  count  of  the  bank  would  thus  relieve  this 
office  of  the  counting  now  necessary,  which  at  the  present  time  costs  the  Com- 
mission $135  gold  per  month  for  counters  alone. 

The  three-fourths  of  1  per  cent  now  paid  the  members  of  the  bankers'  agree- 
ment for  the  gold  furnished  to  the  Commission  has  been  estimated  for  the  fiscal 
year  1907  to  cost  the  Commission  about  $54,000  in  premiums.  The  ellmlnatioo 
of  the  cost  of  the  money  counters,  which  next  year  has  been  estimated  at 
$2,460,  and  the  premium  required  under  the  present  agreement  $54,000,  would 
make  a  total  expense  for  those  two  items  alone  of  $56,460,  which  would  go  a 


INVESTIGATION    OF   PANAMA   CANAL   MATTERS.  2603 

long  way  toward  payment  of  any  expense  necessary  In  the  arrangement  above 
recommended. 

The  advantage  to  this  office  of  this  arrangement  for  the  receipt  of  silver 
would  be  vastly  more  than  above  indicated,  as  it  requires  considerable  work 
and  time  daily  to  handle  this  silver  upon  its  receipt  from  the  banks,  turning 
over  to  and  receiving  again  from  the  money  counters  and  transfers  Incident 
to  payment  of  the  pay  rolls,  aside  from  the  work,  labor,  transportation,  etc., 
necessary  in  the  transfer  of  these  funds  from  the  vaults  to  the  pay  car  and 
return  each  pay  period. 

I  believe  that  the  payment  of  the  above  sum  would  be  sufficient  to  make 
some  such  a'rrangement,  which  would  be  far  and  away  better  than  the  present 
one  and  save  additional  expense,  great  risk,  work,  and  inconvenience,  which 
has  been  experienced,  and  give  the  Commission  a  very  exhaustive  check  on  my 
cash  accounts. 

In  addition  to  the  above  there  is  an  absolute  need  for  the  immediate  establish- 
ment at  all  post-offices  in  the  Canal  Zone  of  the  United  States  post-office  money- 
order  system — so  successful  and  popular  in  the  United  States — ^by  which  means 
employees  will  have  the  facilities  for  remitting  money  to  different  parts  without 
having  to  leave  their  work  for  a  few  hours  or,  as  Is  now  done  in  many  instances, 
for  a  whole  day,  in  order  to  buy  drafts  at  Panama  or  Colon,  where  now  the 
only  banks  are  located,  with  the  result  that  the  Commission  loses  their  time, 
which,  if  counted  in  dollars  and  cents,  amounts  to  a  large  sum  each  month,  with 
often  a  further  loss  from  the  fact  that  when  some  return  to  work  they  are  unfit 
for  duty  from  overlndulgences.  This  would,  in  the  course  of  a  year,  save 
many  thousand  dollars  in  time  and  service  of  employees,  and  be  a  great  source 
of  revenue  to  the  Government  If  the  same  rate  Is  charged  here  as  Is  charged 
In  the  United  States  for  money  orders.  The  money  received  by  the  different 
post-offices  from  the  sale  of  money  orders  would  be  Immediately  deposited  with 
the  Zone  depository  and  accounted  for  through  them,  and  In  this  manner 
would  be  continually  checked  by  the  proper  officers  and  kept  in  constant  circu- 
lation. 

An  arrangement  of  this  kind  will  have  to  be  paid  for  in  some  mutually  satis- 
factory manner,  but  I  think  the  benefits  to  be  derived  by  us  will  be  far  in  excess 
of  the  cost  and  at  a  great  saving  over  our  present  arrangement  and  far  safer. 

If  the  above  suggestions  are  placed  In  operation  at  the  earliest  possible 
moment,  a  great  amount  of  the  detail  work  of  handling  the  actual  coin  will 
be  done  in  a  safe  and  expeditious  manner  and  at  the  same  time  I  shall  be 
assured  of  obtaining  the  results  required  for  prompt,  safe,  and  systematic  dis- 
bursement of  funds,  early  and  quickly  audited,  and  at  the  same  time  be  assured 
of  a  reliable  source  from  which  to  draw  funds  and  handle  any  financial  question 
which  may  arise  in  the  future.  If  Congress  could  be  persuaded  to  do  this  and 
some  good  reliable  bank  were  to  secure  the  contract.  It  would  place  another 
desirable  and  effective  safeguard  around  the  money,  be  reasonably  profitable  to 
the  bank  that  gets  the  contract,  and  be  a  great  saving  to  the  Commission  over 
the  present  arrangement. 

If  such  a  bank  as  I  have  described  can  not  be  arranged  for,  or  an  express 
company  put  in  operation  on  the  Panama  Railroad,  I  would  heartily  favor  our 
remaining  here  in  Panama,  knowing  as  I  do,  that  an  office  at  Empire  would  be 
far  better  for  us  In  every  other  regard. 

Respectfully,  yours,  Edwabd  J.  Williams, 

Disbursing  Officer, 


Exhibit  11. — Memorandum  in  re  method  of  selecting  employees  for  the  isthmian 

service. 

First  Prior  to  November  15,  1904,  employees  of  the  Isthmian  Canal  Com- 
mission were  in  no  sense  subject  to  civil-service  requirements.  They  were 
selected  by  the  Canal  Commission  in  such  manner  as  that  Commission  saw  fit 
It  was  understood,  however,  that  the  practice  was  to  accept  and  file  applica- 
tions, and,  upon  the  need  of  employees,  to  select  from  such  applications  the  per- 
sons deemed  best  qualified. 

Second.  On  November  15,  1904,  the  President  Issued  an  order  placing  the 
employees  of  the  Canal  Commission  in  the  classified  service,  reading  as  follows : 

•'  In  exercise  of  the  power  vested  in  the  President  by  section  17J53  of  the 
Revised  Statutes  and  acts  amendatory  thereof:  It  is 
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"  Ordered,  That  the  Isthmian  Canal  Commission  be  classified  and  the  cItII- 
service  act  and  rules  applied  thereto,  and  that  no  person  be  hereafter  ap- 
pointed, employed,  promoted,  or  transferred  in  the  service  of  said  Commission 
until  he  passes  an  examination  in  conformity  therewith,  unless  specifically  ex- 
empted thereunder.  This  order  shall  apply  to  all  oflicers  and  employees,  ex- 
cept persons  employed  merely  as  laborers,  persons  whose  appointments  are  con- 
firmed by  the  Senate,  and  engineers  detailed  from  the  Army. 

**  The  officers  and  employees  included  within  the  provisions  of  this  order  are 
hereby  arranged  in  classes  according  to  annual  salary  or  compensation,  as 
follows : 

"  A.  Less  than  $720. 
"  B.  $720  or  more  and  less  than  $840. 
**  C.  $840  or  more  and  less  than  $900. 
"  D.  $900  or  more  and  less  than  $1,000. 
"  E.  $1,000  or  more  and  less  than  $1,200. 
"  1.  $1,200  or  more  and  less  than  $1,400. 
"  2.  $1,400  or  more  and  less  than  $1,600. 
**  3.  $1,600  or  more  and  less  than  $1,800. 
"  4.  $1,800  or  more  and  less  than  $2,000. 
"  5.  $2,000  or  more  and  less  than  $2,500. 
"  6.  $2,500  or  more." 

In  connection  with  this  order  of  classification  the  President  issued  the  follow- 
ing Executive  order  defining  the  positions  which  may  be  filled  without  competi- 
tive examination  under  the  civil-service  rules : 

"EXECUTIVE  OBDEB. 

"  Schedule  A  of  the  civil-service  rules  is  hereby  amended  by  adding  at  the 
end  thereof  a  new  section,  reading : 

"  VIII. — Isthmian  Canal  Commis8i(m. 
"  1.  Secretary. 
**  2.  Assistant  secretary. 

**  3.  Executive  secretary  to  the  governor  of  the  Canal  Zone. 
"4.  Chief  clerk. 
"5  Treasurer. 
**  0.  One  deputy  treasurer. 
**  7.  One  chief  of  materials  and  supplies. 
"8.  Auditor. 

*•  9.  Two  deputy  auditors. 
"  10.  One  disbursing  officer  for  the  Canal  Zone. 
"  11.  One  collector  of  revenue. 
"  12.  Chief  engineer  of  the  Commission. 
"  13.  Division  engineers. 
"  14.  Resident  engineers. 
**  15.  Hospital  attendants. 
"  16.  Chief  sanitary  officer. 
"  17.  Assistant  sanitary-  officers. 
"  18.  Director  of  hospitals. 

"  19.  Superintendents  of  canal  hospitals,  one  for  each  hospital. 
"  20.  Chief  quarantine  officer. 
*•  21.  Two  assistant  quarantine  officers. 
"  22.  Sanitao'  officer  at  Colon. 
"23.  Sanitary  officer  at  Panama. 

"  24.  Chief  justice  and  judges  of  supreme  and  circuit  courts. 
"  25.  Clerks  of  the  supreme  and  circuit  courts. 
"  26.  Marshals  of  the  supreme  and  circuit  courts. 
"  27.  Municipal  judges. 

"28.  Occasional  officers  of  courts,  such  as  referees,  trustees,  commissioners, 
and  guardians  ad  litem. 
"  29.  Notaries  public. 
**  30.  Mayors  of  municipalities. 
"31.  Municipal  secretaries. 
"32.  Assessors  of  taxes. 

"  33.  One  private  secretary  to  governor  of  Canal  Zone. 
"34.  Warden  and  keeper  of  penitentiary  at  Gorgona. 
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"  35.  One  chief  of  police. 

"  3a  Captains  of  police. 

"37.  Detectives. 

"  38.  Corporals  and  privates  of  police  force. 

"  39.  All  employees  in  mechanical  trades  or  other  skilled  manual  occupations 
who  are  apiwinted  locally  upon  the  Isthmus  of  Panama,  and  whose  compensa- 
tion is  $4  per  diem  or  less,  or  $100  per  month  or  less  while  actually  em- 
ployed." 

The  Civil  Service  Commission  was  necessarily  unable  to  immediately  establish 
eligible  lists  for  the  various  positions,  and  until  the  Canal  Commission  was 
formally  notified  of  the  establishment  of  an  eligible  list  for  a  particular  position 
it  was  authorized  to  follow  the  old  method  in  selecting  employees  for  that 
position. 

Furthermore,  after  establishing  an  eligible  list  for  a  particular  position  in 
the  first  instance,  when  that  eligible  list  became  exhausted  the  Canal  Commission 
was  also  authorized  to  select  its  employees  under  the  old  procedure. 

Pursuant  to  authority  contained  In  the  foregoing  instance,  the  Canal  Commis- 
sion did  continue  the  method  of  selecting  from  applications  placed  on  file. 

Third.  Following  the  reorganization  of  the  Canal  Commission  in  the  spring  of 
1905,  the  demand  for  employees  on  the  Isthmus  materially  increased,  and  the 
practic'e  grew  up  of  authorizing  subordinate  officials,  while  on  leave  of  absence 
in  the  United  States,  to  select  their  subordinates.  In  addition,  Captain  King, 
who  had  charge  of  personnel  under  Engineer  Wallace,  accompanied  that  official 
to  the  States,  and  remained  in  Washington  about  six  weeks  following  the  reor- 
ganization. During  this  period  he  selected  a  large  number  of  all  classes  of 
workmen.  These  subordinate  officials  from  the  Isthmus  selected  their  employees, 
under  authority  of  the  Civil  Service  Commission,  for  those  positions  for  which 
that  Commission  either  had  not  yet  established  eligible  lists  in  the  first  instance 
or  the  eligible  lists  for  which  had  become  exhausted. 

To  supplement  the  labors  of  these  subordinate  officials  on  leave,  and  with  the 
approval  of  the  Isthmian  authorities,  a .  practice  grew  up  of  allowing  a  sub- 
ordinate official  newly  appointed  to  select  emploj-ees  of  a  character  which 
would  probably  be  under  his  supervision  when  he  assumed  his  duties  on  the 
Isthmus,  to  accompany  him  down  there. 

Fifth.  The  method  outlined  in  the  preceding  paragraph  was  subject  to  two 
vital  objections:  First,  the  uncertainty  as  to  whether  or  not  the  Civil  Service 
Commission  had  an  eligible  list,  or  would  have  an  eligible  list  available,  and  the 
further  fact  that  by  giving  authority  to  so  many  dilferent  persons  to  select  em- 
ployees there  was  great  danger  of  applicants  being  misadvised  as  to  the  true 
conditions  of  employment;  therefore,  under  agreement  with  the  Civil  Service 
Commission  in  the  late  Summer  of  1905  permanent  employment  agents  were 
placed  in  the  field  in  the  United  States.  These  agents  were  to  be  charged  only 
with  the  securing  of  the  mechanical  trades  and  building  trades  people  and  the 
outdoor  railroad  positions.  The  eligible  lists  of  the  Civil  Service  Commission 
for  such  employees  were  to  be  done  away  with.  The  employment  agents  were 
to  be  made  members  of  the  local  civil-service  boards  throughout  the  country, 
and  a  system  of  ratings  based  on  the  elements  of  age,  experience,  and  physical 
condition  by  such  employment  agents  as  members  of  such  boards  was  to  satisfy 
the  civil-service  requirements. 

Sixth.  The  divided  responsibility  as  imposed  in  the  preceding  paragraph 
pro%'ed  unsatisfactory,  and  ultimately  resulted  in  a  clean-cut  division  of  em- 
ployees into  two  classes — those  to  be  selected  by  the  Civil  Service  Commission 
and  those  to  be  selected  by  the  Canal  Commission  in  such  manner  as  it  saw  fit 
This  was  accomplished  by  the  President's  order  of  January  12,  1906,  under  the 
provisions  of  which  clerks  of  all  kinds,  bookkeepers,  stenographers,  typewriters, 
surgeons,  physicians,  internes,  trained  nurses,  and  draftsmen  were  to  be  selected 
from  the  civil-service  lists. 

Following  this  three  employment  agents,  representing  the  chief  engineer  and 
selected  by  him,  were  placed  in  the  field.  Requisitions  for  personnel  are  made 
direct  upon  the  Washington  office,  which  utilizes  these  three  employment  agents 
stationed  in  different  parts  of  the  country  in  rounding  up  properly  qualified 
persons  for  isthmian  service.  A  fixed  wage  scale  has  been  adopted,  and  if  the 
employment  is  an  unusual  one  not  provided  for  in  such  wage  scale  the  salary 
Is  set  forth  in  the  requisition  calling  for  such  employee.  Employees  are  selected 
htrictly  in  accordance  with  requisitions  and  sent  to  the  Isthmus  according  to 
prearranged  schedule.    The  system  is  working  satisfactorily. 

W.  IjEon  Pepperman, 
Assistant  Chief  Isthmian  Canal  Affairs. 
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MEMORANDUM  BEOABOINO  T.   ▲.   DAVIS. 

Washington,  D.  C,  March  26, 1906. 

In  the  letter  of  June  23,  1905,  Mr.  Wallace,  then  chief  engineer,  stated  to  this 
office  that  he  had  detailed  Mr.  T.  A.  Davis  "  for  the  purpose  of  securing  some 
good  track  foremen,"  and  requested  that  this  office  issue  appointments  upon 
Davis's  recommendation.  Mr.  Davis,  under  date  of  June  29,  informed  this  office 
that  the  chief  engineer  had  authorized  him  to  secure  100  or  more  track  fore- 
men, and  in  accordance  with  these  two  letters,  Mr.  Davis  proceeded  to  the 
selection  of  employees.  Davis  arrived  in  the  United  States  the  latter  part  of 
June,  and  his  operations  in  securing  employees  extended  from  June  30  to  the 
latter  part  of  July.  He  sailed  for  the  Isthmus  on  the  boat  of  August  2.  The 
records  show  that  Mr.  Davis  was  granted  extension  of  leave,  at  the  direction 
of  the  chairman,  for  two  weeks,  in  order  that  he  might  secure  employees,  al- 
though this  was  done  with  reluctance.  He  desired  that  a  further  extension  of 
leave  be  granted  him,  but  this  office  refused  to  grant  It,  as  It  was  very  much 
dissatisfied  with  his  operations  in  New  York.  After  he  left  for  the  Isthmus  be 
put  in  a  claim  for  expenses,  including  daily  side  trips  to  all  sections  of  the 
country,  even  as  far  as  Baltimore,  different  parts  of  Connecticut,  and  New  York 
State.     He  had  no  authority  in  any  way  for  making  such  extended  trips. 

Upon  the  accession  of  Chief  Engineer  Stevens  it  was  ascertained  that  the 
employees  selected  by  Mr.  Davis  were  not  qualified  for  the  positions  to  which 
appointed,  and  under  date  of  September  28,  in  a  letter  from  the  manager  of 
lalx)r  and  quarters  on  the  Isthmus,  it  is  stated:  "He  (Davis)  was  discharged 
in  the  Interest  of  the  service,  one  of  the  reasons  for  his  discharge  being,  I  under- 
stand, his  total  lack  of  judgment  In  hiring  track  foremen  for  the  account  of  the 
Commission  while  he  was  in  the  States  on  this  work,  many  of  the  men  whom  he 
brought  down  as  foremen  never  having  had  any  experience  whatever,  and  the 
majority  of  them  being  very  poor.  It  is  believed  that  in  some  instances  the 
men  he  hired  were  brought  down  as  foremen  with  the  intention  of  getting  ttiem 
transferred  to  a  clerical  position  when  they  arrived." 

Mr.  Davis  selected  in  all  36  men.  The  percentage  of  that  number  which  were 
disqualified  is  not  known  in  this  office. 

Peppermax. 


memorandum   of   MB.   COOLEY  FOB  THE   SECRETABY  OF  WAR. 

Section  1  of  civil-service  rule  II,  as  promulgated  by  the  President  on  April 
15,  1903,  and  still  in  force,  defines  the  classified  civil  service  as  follows : 

"  The  classified  service  shall  include  all  officers  and  employees  in  the  execu- 
tive civil  service  of  the  United  States  heretofore  or  hereafter  appointed 
or  employed  in  positions  now  existing  or  hereafter  to  be  created,  of  whatever 
function  or  designation,  whether  compensated  by  a  fixed  salary  or  otherwise, 
except  persons  employed  merely  as  laborers  and  persons  whose  appointments 
are  subject  to  confirmation  by  the  Senate." 

In  the  opinion  of  the  Civil  Service  Commission  the  employees  of  the  Isthmian 
Canal  Conmilssion  were  subject  to  the  rules  governing  the  classified  service  as 
soon  as  the  act  creating  the  Isthmian  Canal  Commission  was  passed.  The 
Civil  Service  Commission  therefore  communicated  with  the  Isthmian  Canal 
Commission  with  a  view  of  ascertaining  what  modifications  the  latter  Commis- 
sion might  desire  to  the  sweeping  terms  of  the  classification  contained  in  the 
rule  above  quoted. 

On  November  7,  lOOi,  Admiral  Walker,  chairman  of  the  Isthmian  Canal  Com- 
mission, submitted  to  the  Civil  Service  Commission  a  statement  of  the  desired 
modifications.  The  Civil  Service  Commisson  also  drew  up  a  form  of  order 
and  submitted  it  to  the  Isthmian  Canal  Commission,  and  on  November  14 
Admiral  Walker  replied,  approving  the  proposed  order,  which  was  submitted 
to  the  President  and  signed  by  him  on  November  15,  1904.  On  December  12, 
1904,  the  President  authorized  the  Civil  Service  Commission,  In  cases  where  no 
register  had  been  established,  to  allow  api>ointments  without  examination,  in 
view  of  the  necessity  of  filling  vacancies  immediately.  This  authorization  has. 
with  the  permission  of  the  President,  been  construed  as  covering  also  cases 
where  eligible  registers  existed  from  which,  in  the  judgment  of  the  Commis- 
sion, suitable  selections  could  not  be  made. 

Early  In  December,  1904,  Commissioner  Greene  and  Mr.  C.  L.  Snyder,  chief 
of  the  examining  division  of  the  Civil  Service  Commission,  visited  the  Isthmos 
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of  Panama,  and,  after  conference  with  Mr.  Wallace,  certain  regulations  were 
adopted  and  a  local  board  of  examiners  was  organized  on  the  Isthmus.  These 
regulations,  although  adopted,  were  never  actually  put  in  force,  and  the  local 
board  never  discharged  any  duties.  On  March  24,  1905,  Mr.  D.  I.  Murphy, 
secretary  of  the  Isthmian  Canal  Commission,  addressed  a  letter  to  the  president 
of  the  Civil  Service  Commission,  transmitting  a  letter  of  the  assistant  secretary 
of  the  Isthmian  Canal  Commission  and  of  Chief  Engineer  Wallace  complaining 
of  the  delay  of  the  Civil  Service  Commission  in  filling  requisitions  for  certifi- 
cations. The  Commission  replied  on  March  24,  showing  that  it  was  issuing 
certificates  to  fill  vacancies  as  rapidly  as  the  appointment  clerk  of  the  Isthmian 
Canal  Commission  oould  handle  the  papers,  and  that  at  the  time  the  letter  of 
the  secretary  of  the  Canal  Commission  was  received  there,  were  held  ready  for 
delivery  at  the  oflftce  of  the  Civil  Service  Commission  certifications  for  filling 
116  vacancies. 

These  papers  were  merely  awaiting  the  convenience  of  the  appointment  clerk 
of  the  Isthmian  Canal  Commission,  who  had  asked  that  no  more  papers  be 
sent  to  him  until  he  had  disposed  of  the  accumulation  on  hand  in  his  office, 
indicating  that  the  delay  was  due  to  the  appointment  division  of  the  Isthmian 
Canal  Commission  and  not  to  the  Civil  Service  Commission. 

No  further  complaint  was  received  until  August  30,  1905,  when  the  President 
transmitted  to  the  Civil  Service  Commission  a  letter  from  Chief  Engineer 
Stevens  to  Chairman  Shouts,  in  which  Mr.  Stevens  said  in  part  as  follows: 
*•  Something  must  be  done  immediately  to  correct  the  abuses  under  which  we 
are  and  have  been  for  some  time,  I  Judge,  suffering.  I  refer  to  the  character 
of  the  men  who  are  being  sent  down  here,  largely,  I  undersand,  from  selections 
approved  by  the  Civil  Service  Commission.  I  do  not  believe  10  per  cent  of  the 
men  who  pass  these  examinations  have  any  qualifications  whatever  pertaining 
to  the  Jobs  they  are  selected  for." 

The  following  day  Commissioner  Cooley  called  on  Mr.  Shouts,  and  stated  that 
the  Civil  Service  Commission  was  willing  at  any  time  to  recommend  that  any  or 
all  positions  on  the  Isthmus  should  be  excepted  from  the  requirements  of  the 
civil-service  rules  if  the  Isthmian  Canal  Commission  so  wished,  Mr.  Shouts 
stated  that  he  preferred  that  the  service  should  remain  classified  provided  he 
could  get  the  right  kind  of  men  through  the  machinery  of  the  Civil  Service  Com- 
mission. The  attitude  of  the  Civil  Service  Commission  was  then  and  always 
has  been  that  its  machinerj'  was  at  the  disposal  of  the  Isthmian  Canal  Commis- 
sion provided  the  latter  body  wished  to  make  use  of  it,  and  that  any  exceptions 
desired  by  the  Isthmian  Canal  Commission  on  the  Isthmus  of  Panama  would  be 
recommended  by  the  Civil  Service  Commission. 

On  January  12,  1906,  the  President  amended  the  original  order  of  classifica- 
tion by  excepting  all  positions  on  the  Isthmus  except  those  of  clerk,  bookkeeper, 
stenographer,  typewriter,  surgeon,  physician,  trained  nurse,  and  draftsman.  As 
nearly  as  can  be  ascertained  from  the  reports  of  changes  furnished  by  the  Isth- 
mian Canal  Commission,  there  were  4,541  persons  in  the  canal  service  above 
the  gi-ade  of  mere  laborer,  or  unskilled  workman,  on  February  10,  1900.  The 
Commission  is  unable  to  determine  from  the  reports  covering  the  period  since 
July  1  how  many  appointments  have  been  made  to  positions  excepted  from  exo>n- 
Inatlon  under  the  rules ;  but  assuming  that  the  percentage  is  about  the  same  as 
prior  to  that  date  (22  per  cent),  999  of  these  people  may  be  considered  as  occu- 
pying excepted  positions.  This  leaves  a  total  of  3,542  persons  In  comi>etitive 
positions,  463  of  whom  were  brought  in  through  classification  on  November  15. 
1904,  so  that  3,179  appointments  have  been  made  to  competitive  pcsltinns  since 
November  15,  1904.  Of  these,  about  551  have  been  made  through  examination, 
leaving  2,f>28  appointments  to  competitive  positions  without  examination. 

Of  these  2,628  appointments,  about  900  have  been  specifically  authorized  by 
the  Commission  In  the  absence  of  registers  for  such  positions,  and  115  have  been 
authorized  In  the  presence  of  such  registers,  because  of  some  peculiar  quali- 
fication or  experience  possessed  by  the  i)erson  whom  It  was  desired  to  appoint 
This  leaves  about  1,613  positions  for  which  the  method  of  appointment  is  not 
shown.  It  Is  probable  that  a  number  of  these  were  made  without  specific 
authority  of  the  Commission  at  a  time  when  some  of  the  Commission's  registers, 
such  as  that  for  stenographer  and  typewriter,  had  been  exhausted.  These 
figures  are  only  approximate,  for  the  reason  that  the  reports  from  the  Isthmian 
Canal  Cotiimlsslon  do  not  give  sufticlent  details  In  regard  to  some  appointments 
to  enable  the  Commission  to  determine  exactly  their  nature.  Under  the  rules 
prior  to  the  amendment  of  January  12,  1906,  which  excepted  from  examination 
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all  outdoor  positions,  certain  trades  positions  were  excepted  from  examinatioD 
when  appointments  were  made  of  persons  on  the  Isthmus,  but  were  subject  to 
examination  when  api)ointment8  were  made  from  the  United  States. 

The  reports  of  changes  do  not  show  where  such  appointments  were  made. 
Since  January  12,  1906,  when  the  Executive  order  was  issued  excepting  from 
examination  all  positions  except  those  of  clerks,  bookkeepers,  stenographers, 
typewriters,  surgeons,  physicians,  trained  nurses,  and  draftsmen,  the  number 
of  appointments  through  examination  has  been  relatively  very  few^.  Out  of  115 
of  the  appointments  made  during  the  mouths  of  December,  1905,  and  January, 
1906,  and  up  to  February  10,  1906,  but  51  have  been  made  through  examination. 

The  Civil  Service  Commission  believes  that  the  difficulty  in  satisfactorily 
filling  vacancies  in  the  Isthmian  Canal  Commission  has  been  due  to  two  causes: 

1.  The  Isthmian  Canal  Commission  has  not  found  it  possible  to  advise  the 
Civil  Service  Commission  of  prospective  vacancies  in  the  service  and  of  exami- 
nations it  was  desired  that  the  latter  Commission  should  hold.  The  Istbniinn 
Canal  Conmiission  has  been  in  the  habit  of  making  requisitions  on  the  Civil 
Service  Commission  for  a  large  number  of  employees  for  porltions  for  whkh 
no  registers  are  maintnined,  and  insisting  on  si^ecial  qualifications  that  could 
only  be  tested  by  special  examinations.  The  demand  was  always  made  that 
the  requisition  should  be  filled  immediately,  in  order  that  the  employees  miglit 
be  sent  to  the  Isthmus  at  the  earliest  possible  date. 

2.  Even  where  registers  existed  the  disposition  of  all  or  nearly  all  of  the 
officials  of  the  Isthmian  Canal  Commission  has  been  to  insist  on  the  appolnt- 
lueut  of  men  known  to  them  rather  than  of  those  whose  names  appeared  on 
the  eligible  registers  of  the  Civil  Service  Commission.  Consequently  about  88 
per  cent  of  all  the  employees  on  the  Isthmus  of  Panama  entered  the  service 
without  passing  any  civil  service  examination.  It  appears  that  a  considerable 
nuiiiler  of  tliose  employed  on  the  Isthums  have  not  proved  satisfactory. 

Both  Mr.  Wallace  and  Mr.  Stevens  seem  to  have  fallen  into  the  error  of  sup- 
posing that  everyone  sent  from  the  United  States  had  passed  a  civil  service 
examination.  (See  Mr.  Stevens's  testimony,  p.  53  of  the  investigation  of  Panama 
Canal  matters,  and  Mr.  Wallace's  testimony,  p.  617.)  Mr.  Stevens's  statement 
is  so  general  that  it  is  impossible  for  the  Civil  Service  Commission  to  make 
any  direct  reply  to  it.  Mr.  Wallace,  however,  states  that  he  asked  for  25  track 
foremen,  and  that  when  these  men  arrived  on  the  Isthmus,  out  of  the  whole 
twenty-five  there  were  not,  in  his  judgment,  two  that  could  drive  a  railroad 
spike;  and  In  answers  to  questions  by  members  of  the  Senate  Committee  on 
Interoceanic  Canals,  he  stated  that  these  men  came  down  through  civil  service 
examination.  The  records  of  the  Civil  Service  Commission  disclose  the  fact 
that  only  two  persons  were  appointed  from  the  track-foreman  register  of  the 
Commission.  It  is  understood  that  the  other  twentj'-three  were  selected  by  one 
Thomas  A.  Davis,  jr.,  an  employee  of  the  Isthmian  Canal  Commission,  who  was 
appointed  June  21,  1904,  and  blanketed  into  the  civil  service  by  the  Executive 
order  of  November  15,  1904.    He  never  passed  a  civil  service  examinatioa 

The  Commission  understands  that  among  those  selected  by  Mr.  Davis  was 
one  William  G.  Mauley,  who  had  been  for  three  years  prior  to  his  appointment 
as  track  foreman  a  correspondence  clerk  for  the  Metropolitan  Life  Insurance 
Company,  of  New  York ;  another,  J.  J.  Gilroy,  was  In  the  last  stages  of  con- 
sumption, it  is  further  understood  that  as  a  result  of  this  action  on  his  parU 
Mr.  Davis  was  dismissed  from  the  service  of  the  Isthmian  Canal  Conmiission 
on  August  24,  1905.  Nevertheless,  the  persons  selected  by  him  are  charged  up 
to  the  Civil  Service  Commission. 

The  two  men  certified  by  the  Civil  Service  Commission  were  J.  A.  Van 
Hardavelt,  of  Wyoming,  and  William  Veach,  of  Pennsylvania.  The  examina- 
tion papers  of  Van  Hardavelt  show  that  he  was  from  June,  1897.  until  March, 
1905,  practically  continuously  in  the  employ  of  the  Union  Pacific  Railroad  Com- 
pany as  track  laborer,  assistant  foreman,  and  section  foreman.  The  papers  of 
William  Veach  show  that  he  worked  for  various  railroads  in  the  United  States 
and  Mexico  for  a  number  of  years,  and  that  he  had  served  for  five  years  In  the 
United  States  Army. 

Attention  is  invited  to  the  fact  that  at  the  time  the  examination  for  foreman 
of  laborers  was  held  both  the  Isthmian  Canal  Commission  and  the  Civil  Service 
Commission  were  experiencing  great  difiiculty  in  securing  persons  with  anything 
like  suitable  qualifications  for  service  on  the  Isthmus.  The  Civil  Service  Com- 
mission accordingly  decided  to  rate  papers  very  leniently,  and  even  to  admit 
those  to  the  examination  whose  papers  showed  that  they  had  merely  had  ex- 
lierieuce  in  handling  gangs  of  men  and  not  necessarily  In  handling  such  ganp» 
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on  excavatiug  work,  which  was  the  particular  qualification  desired  by  the  Isth- 
mian Canal  Ckimmlssion.  In  transmitting  the  papers  to  the  Isthmian  Canal 
Commission,  however,  attention  was  invited  to  the  exact  experience  which  each 
eligible  had  had  by  means  of  an  abstract  attached  to  the  papers.  The  Isthmian 
Canal  Commission  was  therefore  fully  advised  of  the  qualifications  of  the  men. 

In  spite  of  broadening  the  requirements  of  the  examination,  it  was  still  found 
very  difiicult  to  secure  satisfactory  eligibles,  and  the  Isthmian  Canal  Commis- 
sion subsequently  requested  that  it  might  be  furnished  with  the  names  of  all 
who  had  applied  for  examination,  whether  they  had  been  examined  or  not. 

The  only  specific  complaint  the  Civil  Service  Commission  has  received  from 
Chief  Engineer  Stevens  Is  contained  In  a  letter  addressed  to  the  secretary  of 
the  isthmian  civil-service  board,  dated  September  15,  1905,  In  which  he  makes 
the  following  statement: 

"  In  connection  with  this  whole  matter,  lest  you  get  mistaken  Information  In 
regard  to  the  men  that  are  selected  purely  and  simply  by  the  Civil  Service  Com- 
mission. I  will  give  you  the  following  names  of  Incompetent  stenographers: 
James  A.  Palmer,  Henry  N.  Jenkins,  Robert  Sinclair,  Martin  J.  J.  Leahy,  Edwin 
C.  Gabell." 

The  records  of  the  Civil  Service  Commission  show  that  none  of  these  men 
passed  a  clvll-servlce  examination.  Palmer  never  even  applied  for  one.  Jen- 
kins, I>eahy,  and  Gabell  had  filed  applications  at  the  Civil  Service  Commission, 
but  had  never  been  examined.  The  Isthmian  Canal  Commission  was  so  anx- 
ious to  secure  stenographers  Immediately  that  the  office  of  administration  In 
Washington  requested  the  Civil  Service  Commission  to  furnish  It  with  the 
names  and  addresses  of  all  those  who  had  applied  for  the  stenographer  and 
typewriter  examination  for  the  Isthmian  service.  Purely  as  a  matter  of  con- 
venience to  the  Isthmian  Canal  Commission  the  Civil  Service  Commission  fur- 
nished the  names  and  addresses  of  a  certain  number  of  those  applicants,  con- 
cerning whom  nothing  was  known  further  than  that  they  were  willing  to  accept 
appointment  on  the  Isthmus. 
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all  outdoor  positions,  certain  trades  positions  were  excepted  from  exj»' 
when  appointments  were  made  of  persons  on  the  Isthmus,  but  wer- 
examination  when  appointments  were  made  from  the  United  Stp' 

The  reports  of  changes  do  not  show  where  such  appointm'- 
Since  January  12,  1006,  when  the  Executive  order  was  issr 
examination  all  positions  except  those  of  clerks,  bookke' 
typewriters,  surgeons,  physicians,  trained  nurses,  and^  ** 
of  appointments  through  examination  has  been  relative' 
of  the  appointments  made  during  the  months  of  Dec 
190G.  and  up  to  February  10,  1906,  but  51  have  beep 
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Exhibit  14. 

[H.  R.  16986,  Flfty-eigbth  Ck)ngreM,  third  session.] 

AN  ACT  to  provide  for  the  government  of  the  Canal  Zone,  the  construction  of  the 
Panama  Canal,  and  for  other  purposee.  ^ 

Be  it  enacted  hy  the  Senate  and  Ihni^e  of  Repre^efi^tattves  of  the 
United  States  of  America  in  Conxfvem  OHHenwled^  That  the  aono  of  land 
and  land  undor  wator  of  tho  width  of  ton  milos,  oxtonding  to  tho  dis  ■ 
taneo  of  tivo  milca  on  caeh  aido  of  tho  ecntor  lino  of  tho  routo  of  the 
canal  to  bo  conatructcd  thefoon,  which  said  Bono  bogins  in  tho  Carib 
bean  Soa  throe  marine  milos  from  moan  low  water  mark  and  oxtonds 
to  and  aoroQs  tho  Isthmus  of  Panama  into  tho  Pacific  OocAn  to  tho 
distance  of  throe  marine  miloa  from  moan  low  water  mark,  excluding 
therefrom  tho  cities  of  Panama  and  Colon  and  tho  harbors  adjacent  to 
said  cities;  but  including  all  islands  within  said  described  limits,  and 
in  addition  thereto  tho  group  of  islands  in  tho  Bay  of  Panama  named 
Porico,  Naos,  Culebra,  and  Flamenco,  and  any  lands  and  waters  out 
side  of  said  limits  above  dosoribod  which  may  bo  necessary  and  con 
veniont  for  tho  eonstruotion,  maintonanoo,  opomtion,  sanitation,  and 
protection  of  tho  said  canal,  or  of  any  auxiliary  canols  or  other  works 
ncoesaary  and  eonvonient  for  tho  oonstruetion^  maintenance,  operation, 
sanitation,  and  protection  of  said  entorpriao,  the  use,  occupation,  and 

tions  of  which  wore  exchanged  on  tho  tweftty  sixth  day  of  February, 
ninetoon  hundred  and  four,  shall  bo  horeaftor  known  and  described  as 
tho  Canal  Zone,  and  tho  canal  to  bo  oonstructed  theroon  shall  bo  known 
and  deoeribcd  as  the  Panama  Canal. 

Siao.  Q,  That  until  the  expiration  of  the  8esHio7i  of  the  Fifty-ninth 
Congress,  heginnlng  tlie  first  Monday  of  Decenibei\  nineteen  hundred 
andfive^  unless  other  provision  be  sooner  made  by  Congress,  all  the 
militarv,  civil,  and  judicial  powers  of  the  United  States  in  said  the 
Canal  2one  at  Panama^  including  the  power  to  make  and  enforce  all 
rules  and  regulations  necessary  for  the  government  of  the  Canal  Zone, 
and  all  the  rights,  powers,  and  authority  granted  by  the  terms  of  tho 
treaty  aforesaid  to  the  United  States  shall  be  vested  in  the  President 
of  the  United  States  and  may  be  by  him  to  the  United  States  by  the 
tfnnss  of  the  treaty  between  the  United  States  and  t/ie  RepiJAic  of 
Panama^  ths  ratifications  of  which  were  exchanged  on  the  tmenty-sixth 
day  of  February  ^nineteen  hundred  andfmr^  are  vested  in  such  person 
or  persons,  and  shall  be  exercised  in  such  manner,  as  the  President 
shall  direct  for  the  government  of  said  Canal  Zone  and  maintaining 
and  protecting  the  inhabitants  thereof  in  the  free  enjoyment  of  their 
liberty,  property,  and  religion. 

Sbo.  3.  That  the  President,  through  one  of  the  Executive  Depart 
menta  of  tho  Government  to  be  designated  by  him,  or  otherwise  in  his 
discretion,  shall  cause  to  be  excavated,  constructed,  and  completed  in 
said  Canal  Zone  a  ship  canal  between  the  Caribbean  Sea  and  tho  Pacific 
Ocoan,  utilising  to  that  end,  as  far  as  practicable,  the  work  heretofore 


done  by  the  New  Panama  Canal  Company  of  France  and  its  predeccs 

aor  company, — Such  canal  shall  be  of  sufficient  capacit}^  and  depth  as 

shall  afford  convenient  passage  for  vessels  of  the  largest  tonnage  and 
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greatest  dvatt  now  in  use,  and  such  08  may  be  rcoaonftbly  antieipatod, 
and  shall  be  supplied  with  all  ncccasary  locks  and  other  applianocs  to 
meet  the  necessities  of  vessels  passing  through  the  same  from  ocean  to 
ocean;  and  ho  shall  also  cause  to  bo  constructed  such  safe  and  comnio 
dious  harbors  at  the  termini  of  said  canal  and  make  such  provision  for 
defense  as  may  be  necessary  for  the  safety  and  protection  of  said 
canal  and  harbors;  and  he  shall  also,  whenever  the  right  so  to  do  has 
been  acquired,  cause  the  Panama  Railroad  and  the  property  and  righto 
appertaining  thereto  to  be  managed  and  operated  in  such  manner  as 
may  be  deemed  desirable. — The  President  is  hereby  authoriiscd,  for 
the  purposes  described  in  this  Act,  to  appoint  and  employ  such  per 
sons  with  such  official  designations,  as  ne  may  deem  necessary  from 
time  to  time,  and  to  dismiss  the  same,  and  to  tix  their  compenoation 
until  such  time  as  Congress  may  by  law  regulate  the  same;  and  the 
President  is  further  ttutnorieod  to  employ  and  assign  such  offices  with 
suitable  equipment  as  may,  in  his  discretion,  be  necessary  and  proper 
to  cany  out  the  puiyoscs  of  this  Act,  and  to  fix  the  compensation  fof 
the  same  until  Congress  may  by  law  otherwise  provide. 

Sec.  4  2,  That  the  President  shall  annually,  and  at  such  other  periods 
as  may  be  provided,  either  by  law  or  by  his  order,  or  by  either  Uon^ 
of  Congreas^  require  full  and  complete  reports  to  be  made  to  him  by 
the  persons  appointed  or  employed  by  him  in  charge  of  the  govern- 
ment of  said  Canal  Zone,  the  construction  of  said  tlie  Panama  CanaU 
and  the  opemtion  of  said  the  Panama  Railroad,  including  an  itemized 
account  of  all  moneys  received  and  expended,  which  said  reports  shall 
be  by  the  President  transmitted  to  Congress  or  i^  either  House  there^)/^ 
a%  may  he  requested.  And  ony  of  the  persons  appointed  or  employed 
by  the  President  in  connection  with  the  said  government  or  the  said 
work  of  construction  or  operation  shall  give  to  Congroos  or  to  cither 
House  of  Congress  such  information  as  may  at  any  time  be  required 
either  by  Act  of  Congress  or  by  tho  order  of  either  House  of  Congrew 
in  relation  to  their  rcflpcetive  actings  and  doings  and  the  receipt 
and  expenditure  of  money.  The  President  shall  annually  cause  to 
be  maae,  by  the  per^5ons  appointed  and  employed  by  him  in  charge 
of  the  government  of  said  Canal  Zone  and  the  construction  of  said 
canal,  estimates  of  expenditures  and  appropriations,  in  detail  as  far 
as  practicable,  which  estimates  shall  be  submitted  to  Congress  in  the 
manner  provided  in  section  five  of  the,  Act  entitled  "An  Act  making 
appropriations  for  the  legislative,  executive,  and  judicial  expenses  of 
tne  Government  for  the  fiscal  year  ending  June  thirtieth,  nineteen 
hundred  and  two,  and  for  other  purposes."  And  after  the  thirtieth 
day  of  June,  nineteen  hundred  and  six,  no  mone3'  shall  be  expended 
for  any  of  the  purposes  named  in  this  Act  except  in  accordance  with 
appropriations  hereafter  made  by  Congress,  except  that  the  monevs 
pcccived,  in  the  ordinary  course  of  business,  from  the  operation  of  the 
Panama  Roil  road  and  the  property  and  rights  appertaining  thorete 
may  be  expended,  so  far  as  necessary,  in  defraying  tho  cxpenoco  ol 
such  operation,  including  maintenance,  without  being  eovcpcd  into  the 
Treasury  of  the  United  Statca,  and  such  moneys  are  hereby  appro- 
priated for  such  purpose,  and  monthly  reports  of  such  receipts  oad 
expenditures  shall  be  made  to  the  President  by  tho  person  or  pcroonfl 
in  charge.  All  income  at  any  time  received  by  the  Lnited  States  from 
reixiah^  dividends^  or  othericise  in  resjc^ect  of  any  property  no^rjKme^ed 
or  hei'eafter  acquired  in  connection  with  the  canal^  the  railroaa^  or  other 
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iriorks^  stiall  he  twnied  into  and  credited  to  the  fund  for  the  construction 
of  said  canal  and  works, 

Sbo.  6.  That  so  much  of  the  Aet  entitled  -An  Act  to  pi*o¥ido  f&p 


Pacifio  oceana/^  approved  Juno  twenty  eighth,  nineteen  h  iindred  ftnd 
for  the  appointment  of  the 

Sec.  %  S.  That  whereas  the  Panama  Railroad  Company  is  a  domestic 


two,  as  provides  for  the  appointment  of  the  Isthmian  Canal  Commis 
sion,  and  fixing  its  duties  and  powers,  is  hereby  repealed. 


corporation  of  the  State  of  New  York,  organized  and  existing  under 
and  by  virtue  of  the  laws  of  said  State  witn  principal  place  of  business 
in  the  city  of  New  York  in  said  State;  and  wnereas  the  corporate  stock 
of  said  IPanama  Railroad  Company  is  divided  into  seventy  thousand 
shares  of  the  face  value  of  one  hundred  dollars  each,  and  the  United 
States  now  owns  sixty-eight  thousand  nine  hundred  and  sixty -four 
shares  thereof  of  the  face  value  of  six  inillion  eight  hundred  and 
ninety-six  thousand  four  hundred  dollars,  leaving  a  balance  of  one 
thousand  and  thirty-six  shares  of  the  face  value  of  one  hundred  and 
three  thousand  six  hundred  dollars  still  subject  to  private  ownership; 
and  whereas  the  public  use  and  necessity/  requires  for  the  accomplish- 
ment of  the  public  work  and  national  enaeavor  entered  upon  pur- 
suant to  the  Act  of  Congress  approved  June  twenty-eighth,  nineteen 
hundred  and  two,  entitled  ''An  Act  to  provide  for  the  construction  of 
a  canal  connecting  the  waters  of  the  Atlantic  and  Pacific  oceans,"  that 
the  United  States  should  own  and  control  all  of  the  shares  of  the  cor- 
porate stock  of  the  Panama  Railroad  Company:  Now,  therefore,  be  it 
further  enacted  that  the  President  of  the  IJnited  States  is  hereby 
authorized  to  cause  to  be  instituted  in  the  name  and  for  and  on  behalf 
of  the  United  States,  and  as  an  exercise  of  the  right  of  eminent  domain, 
judicial  proceedings  to  condemn  for  public  use  the  share  or  shares  of 
the  corporate  stock  of  the  Panama  Railroad  Company'  owned  by  any 
person,  corporation,  association^  or  concern  other  than  the  tfnited 
States  of  America. 

Sec.  ?  4-  That  exclusive  jurisdiction  to  maintain,  conduct,  hear, 
and  determine  said  proceedings,  elBfect  the  sale,  transfer,  and  convey- 
ance of  said  property,  and  enter  and  enforce  final  judgment  and  decree 
therein,  is  hereby  conferred  upon  the  United  States  district  court  for 
the  southern  district  of  the  State  of  New  York. 

Sec.  8  6.  That  the  condemnation  proceedings  herein  provided  for 
shall  be  instituted  and  conducted  in  the  name  of  the  United  States  of 
America.  Said  condemnation  proceedings  shall  be  against  the  person 
or  persons,  corporation,  association,  firm,  or  other  concern  owning 
saia  stock  or  having  an  interest  therein,  if  such  owner  or  party  in 
interest  is  known,  and  also  the  person  or  persons,  corporation,  asso- 
ciation, firm,  or  other  concern  in  whose  name  or  names  the  share  or 
shares  of  stock  sought  to  be  condemned  stand  on  the  stock  register  of 
the  Panama  Railroad  Company,  all  of  whom  may  be  joined  in  one 
proceeding.  The  proceedings  may  be  instituted  by  filing  in  said  court 
a  petition  setting  forth  the  general  purpose  of  the  action,  a  description 
of  the  property  sought  to  be  condemned  for  the  public  use,  the  serial 
number  of  the  stock  certificates  issued  by  the  Panama  Railroad  Com- 
pany for  the  stock  sought  to  be  subjected  to  the  proceedings,  and 
prayer  for  judgment  anddecree  of  condemnation  of  the  property  and 
transfer  of  right  and  title  thereto  to  the  United  States. 

Sec.  9  6.  Tnat  notice  of  the  commencement  and  pendency  of  said  pro- 
ceedings shall  be  given  the  owner  or  owners  of  said  corporate  stock 
F  o— VOL  3— 06— 48 
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by  service,  as  follows:  The  clerk  of  the  court  shall  issue  a  notice  under 
his  seal  setting  forth  the  character  of  the  proceedings,  the  court  in 
which  the  proceedings  are  instituted  and  pending,  the  serial  number 
of  the  stock  certificate,  and  the  number  of  shares  of  stock  sought  to 
be  affected;  said  notice  shall  fix  and  set  forth  a  date  not  less  than  sixty 
days  from  the  date  on  which  said  notice  is  issued,  on  which  date  the 
United  States  will  apply  to  the  court  for  the  appointment  of  appraisers 
of  said  stock,  and  deliver  said  notice  to  the, marshal  of  the  court,  who 
shall  serve  the  same,  as  follows:  If  a  stockholder  named  as  a  defend- 
ant is  found  in  said  judicial  district,  there  shall  be  delivered  to  and 
left  with  him  a  copy  of  said  notice,  with  a  copy  of  the  petition  attached; 
if  a  stockholder  named  as  a  defendant  has  his  usual  place  of  residence 
in  said  judicial  district,  service  of  said  notice  may  be  had  by  leav- 
ing a  copy  of  the  notice,  with  copy  of  the  petition  attached,  at  such 
place  of  residence.  A  copy  of  said  notice,  with  copy  of  the  petition 
attached,  shall  be  delivered  to  and  left  with  the  president  of  said 
Panama  Railroad  Company  or  other  managing  officer  in  charge  of 
the  general  office  of  saia  railroad  company  in  the  city  and  State  of  New 
York.  Said  notice  shall  also  be  published!  in  one  issue  of  each  week  for 
four  consecutive  weeks  in  two  daily  newspapers  of  general  circulation 
in  said  judicial  district.  The  marshal  shall  make  due  return  within 
thirty  days  of  his  action  respecting  said  notice.  If  it  shall  appear  from 
the  marshal's  return  that  he  was  unable  to  secure  service  on  the  defend- 
ants, or  any  of  them,  within  said  judicial  district,  by  delivering  a  copy 
of  said  notice  to  such  defendant  or  defendants,  or  by  leaving  such  copy 
at  their  usual  plaee  of  residence,  then  it  shall  be  sufficient  for  the  juris- 
diction of  the  court  to  attach  if  it  shall  appear  that  a  copy  of  said  notice, 
with  copy  of  the  petition  attached,  has  been  delivered  to  and  left  with 
the  president  of  the  Panama  Railroad  Company  or  other  managing  officer 
in  cnarge  of  the  general  office  of  said  railroad  company  in  the  city  and 
State  of  New  York,  and  also  that  publication  of  said  notice  has  been 
made  as  herein  provided.  On  the  date  set  forth  in  said  notice  for  that 
purpose,  if  the  court  be  in  session,  and,  if  not,  then  on  the  first  day 
of  the  next  subsequent  convening  of  the  court,  the  court  shall  appoint 
three  appraisers  who,  before  entering  upon  the  performance  of  their 
duties,  shall  take  and  subscribe  an  oath  before  tne  clerk  of  the  court 
wherein  the  proceedings  are  instituted  that  they  will  each  suppqrt  the 
Constitution  of  the  United  States  and  will  faithfully  perform  their 
duties  as  appraisers,  which  oath  shall  be  filed  in  the  court.  Evidence 
of  the  value  of  the  property  sought  to  be  condemned  may  be  presented 
by  either  party  beiore  the  appraisers  upon  reasonable  such  notice  to 
the  opposite  party  as  tlie  court  shall  2>rescrihe^  arid  for  this  purpose  the 
appraisers  may  subpoena  witnesses  and  compel  their  attendance  and 
compel  the  production  of  books  and  papers.  The  appraisers  shall 
assess  the  value  of  said  stock  and  shall  forthwith  make  full  and  accurate 
report  to  the  court,  in  writing,  of  all  proceedings  under  said  appoint- 
ment, but  none  of  their  proceedings  shall  be  effectual  to  bind  the 
property  or  transfer  the  title  until  the  court  shall  have  accepted  said 
report  and  rendered  judgment  thereon.  Upon  the  filing  of  such  report 
in  court,  the  court  shall,  upon  hearing,  such  notice  as  th^.  court  Ml 
direct  being  first  given  to  the  opposite  party ^  at  a  time  and  place  to  be 
fixed  by  the  court,  accept  the  same  and  render  judgment  in  accordance 
therewith,  or  for  cause  shown,  the  court  may  recommit  the  report 
to  the  appraisers  for  further  report  of  facts;  or  it  may  accept  the 
report  in  part  and  reject  or  recommit  in  part,  and  may  make  such 
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order  and  judgment  as  shall  secure  to  the  United  States  the  title  to  the 
corpoi-ate  stock  and  to  the  defendant  or  defendants  just  coiupensation 
for  the  property  so  taken  and  the  title  transferred  and  the  judgment 
shall  require  payment  to  the  dafendant  or  defen<knts  or  into  court  of 
the  amount  fixed  as  compensation  before  the  United  States  can  appro- 
priate said  stock  to  the  public  use.  Upon  payment  by  the  plaintiff  to 
the  defendant  or  defendants,  or  deposit  in  court,  of  the  amount  of  com- 
pensation as  fixed  by  the  judgment  of  the  court  and  the  deposit  of  a  suffi- 
cient amount  to  be  fixed  by  the  court  for  the  payment  of  tne  costs  of  the 
proceedings,  the  court  shall  enter  final  judgment  and  decree  transferring 
the  title  of  said  stock  to  which  the  proceedings  relate,  from  the  prior 
owner  or  owners  to  the  United  States,  and  further  ordering  and  decree- 
ing the  proper  officers  of  the  Panama  Railroad  Company  to  issue  to 
the  United  States  new  certificates  for  the  stock  so  transferred  to 
the  United  States,  and  said  court  is  hereby  authorized  to  enforce  such 
order  by  proceedings  as  for  contempt.  When  the  amount  of  such 
appraisal  so  determined  shall  have  been  paid  or  deposited,  as  provided 
in  this  section,  the  stockholder  or  stockholders  whose  stock  shall  have 
been  so  appraised  shall  cease  to  have  any  interest  therein  and  shall 
surrender  all  certificates  for  such  stock,  with  duly  executed  powers  of 
attorney  for  tranfer  thereon,  to  the  United  States.  In  case  the  com- 
pensation is  deposited  in  ciourt,  the  payment  shall  be  made  to  the  clerk 
of  the  court  and  shall  be  retained  by  nim  subject  to  the  order  of  the 
parties  entitled  thereto  upon  the  delivery  to  said  clerk  of  the  original 
stock  certificates  for  the  stock  to  which  the  proceeding  relates.  And 
the  clerk  of  the  court  shall  be  compelled  to  receive  such  deposit  of 
money  and  shall  be  responsible  on  his  bond  therefor.  If  the  judgment 
of  condemnation  shall  be  given  as  to  stock  which  is  subject  to  a  mort- 
gage, annuity,  or  other  lawful  lien,  the  amount  of  compensation  shall 
be  apportioned  between  the  owner  and  the  lien  holder,  as  the  court 
shall  determine  their  several  interests  require. 

Hec,  7.  That  to  enable  the  United  States  to  secure  at  all  times  a  suf- 
ficient  supply  of  money  to  meet  the  necessities  of  th£  Gm^ey'^^ment  on 
said  Canal  Zone^  the  President  is  herehy  anthoi^ized  to  deposit  »iwh  sum 
of  money  as  he  may  deem  sufficient  for  said  purposes^  not  to  exceed  one 
million  five  hundred  thousand  dollars^  of  any  sums  approinnated  for 
canal  purposes^  in  some  hank  or  hanks  in  the  United  IStates  having  a 
fiscal  agent  on  the  Isthmiis  of  Panama^  to  he  selected  hy  the  President: 
I^ox'ided^  That  mich  deposit  shall  he  on  terms  which  shall  jrreserve  the 
title  to  said  money  in  the  United  States^  enable  the  United  States  to 
withdraw  said  funds  from  said  deposit  at  any  time^  and  j)roj)er  and 
suffi/iient  security  he  given  hy  the  hank  of  deposit  for  the  return  of  said 
money  or  the  lawful  accounting  therefor. 


[8.  R.  114,  Fifty-eighth  Congress,  third  eeiwion.] 

JOINT  RESOLUTION  to  continue  in  force  the  provisions  of  section  two  of  "An 
Act  to  provide  for  the  temporary  government  ol  the  Canal  Zone  at  Panama,  the 
protection  of  the  canal  works,  and  for  other  purposes,"  approved  April  twenty- 
eighth,  nineteen  hundred  and  four. 

Resolved  hy  tlve  Senate  and  Hrnise  of  Representatives  of  the  United 
States  of  America  in  Congress  assembled^  That  the  provisions  of  sec- 
tion two  of  ''An  Act  to  provide  for  the  temporary  government  of  the 
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Canal  Zone  at  Panama,  the  protection  of  the  canal  works,  and  for  other 
purposes,"  approved  April  twenty-eighth,  nineteen  hundred  and  four, 
be,  and  are  hereby,  continued  in  force  until  the  expii-ation  of  the  ses- 
sion of  the  Fifty-ninth  Congress  beginning  the  first  Monday  in  Decem- 
ber, nineteen  hundred  and  five,  unless  other  provision  be  sooner  made 
by  Congress. 


Exhibit  13. 
instructions. 

You  will  proceed  to  Panama  and  investigate  the  sanitary  conditions  obtaining 
on  the  canal  strip. 

For  any  deficiencies,  as  measured  by  the  standard  of  sanitary  accomplishment 
in  Habana  in  1901,  you  will  endeavor  to  fix  the  responsibility. 

In  so  doing  you  will  endeavor  to  ascertain  to  what  extent  any  sanitary  short- 
comings which  may  be  found  to  exist  are  due : 

( 1 )  To  mistakes  or  shortcomings  of  the  sanitary  personnel. 

(2)  To  defective  organization  of  the  sanitary  department,  including  possible 
lack  of  sufficient  autonomy. 

(3)  To  lack  of  necessary  cooperation  or  assistance  in  plans  or  supplies  on  the 
part  of  the  Commission  or  its  agents. 

You  will  on  your  arrival  report  to  General  Davis,  show  him  these  Instructions 
and  call  on  him  for  whatever  may  be  necessary  in  the  way  of  information  or 
assistance  in  obtaining  the  same. 

Excepting  General  Davis,  the  chief  engineer,  and  Colonel  Gorgas,  you  will 
neither  exhibit  these  instructions  nor  acquaint  anyone  with  the  true  object  of 
your  mission. 

Wm.  H.  Taft. 
MaJ.  Charles  F.  Mason, 

Surgeon,  U.  8.  Anny,  War  Department,  Washington,  D,  C, 


War  Department, 
Office  of  the  Surgeon-General. 

Washington,  February  17, 1905, 
The  Secretary  of  War, 

Washington,  7).  C. 
Sib  :  I  have  the  honor  to  report  that  in  compliance  with  your  instructions  I 
sailed  from  New  York  for  the  Isthmus  of  Panama  on  January  24,  and  arrived 
there  Tuesday,  February  2.     I  again  left  Panama  Thursday,  February  9.  havli^ 
carried  out  the  instructions  confided  to  me. 

In  making  this  report  I  shall  endeavor,  as  far  as  possible,  not  to  go  over  again 
ground  which  is  familiar  to  you  and  which  is  covered  by  official  reports,  except 
when  necessary  to  elucidate  my  remarks. 

The  present  condition  of  health  of  the  canal  employees  is  good ;  with  a  total 
of  about  5,000  employees  less  than  3  per  cent  are  in  hospital. 

With  regard  to  the  present  outbreak  of  yellow  fever,  the  following  remarks 
are  submitted : 

The  statistics  regarding  yellow  fever  in  the  city  of  Panama  prior  to  American 
occupation  show  deaths  only,  as  other  cases  were  not  reported : 

Deaths  from  yellow  fever  in  Panama — 

1901 11 

1902 182 

1903 48 

In  the  first  six  months  of  1904  (before  American  occupation)  there  were  ^ 
deaths. 

In  the  second  six  months  of  1904  (after  American  occupation)  there  were  13 
cases  and  3  deaths. 

In  January,  1905,  there  were  18  cases  with  6  deaths  (including  2  on  tbe 
Boston  and  1  in  Colon). 

Of  the  total  33  cases,  30  originated  in  Panama,  3  in  Ck>Ion. 
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Of  the  total  33  cases,  14  were  American  and  11  were  canal  employees. 

There  were  no  secondary  cases,  each  focus  of  infection  having  been  promptly 
stamped  out. 

The  distribution  of  the  Panama  cases  showed  widely  scattered  infection ;  all 
the  Colon  cases  originated  at  one  hotel.  The  three  Colon  cases  occurred  on  ship- 
board en  route  to  Habana  and  in  the  persons  of  steamer  passengers  detained 
at  Colon  on  account  of  smallpox.  Had  there  been  proper  detention  facilities  at 
that  point  these  cases  should  not  hare  occurred. 

The  cases  on  the  Boston  are  believed  to  have  been  due  to  a  mild  and  unrecog- 
nized case  having  visited  the  ship  on  the  occasion  of  an  entertainment  given 
there  on  the  night  of  December  31,  which  was  largely  attended  by  nonimmunes 
from  Panama.  Yellow-fever  mosquitoes  were  breeding  abundantly  on  the  ship 
and  probably  became  Infected  at  that  time.  The  fumigation  of  the  ship 
promptly  stopped  the  outbreak. 

While,  considering  the  previous  history  of  Panama  in  regard  to  yellow  fever 
and  the  large  influx  of  nonimmunes  since  July  1,  the  number  of  cases  and  deaths 
has  been  small,  the  outbreak  becomes  important  on  account  of  the  effect  upon 
public  opinion  in  relation  to  work  to  be  done  on  the  canal. 

The  sanitary  department  of  the  Canal  Zone  government  is  subdivided  as  fol- 
lows: A  department  of  hospitals,  a  maritime  quarantine  service,  a  sanitary 
service  for  the  Canal  Zone,  and  the  health  departments  of  Panama  and  Colon. 

DEPARTMENT   OF    HOSPITALS. 

This  includes  at  present  actually  in  operation  the  hospitals  at  Aucon  and 
Colon  and  one  emergency  hospital  at  Calebra,  the  three  having  a  total  capacity 
of  254  beds,  all  of  which  are  occupied.  Additional  beds  are  needed,  to  supply 
which  the  chief  sanitary  officer  has  asked  for  a  100-bed  convalescent  hospital 
at  Taboga  Island  and  another  hospital  of  about  the  same  capacity  at  Mira- 
flores.  The  former  has  been  disallowed  for  the  present ;  the  latter  was  author- 
ized by  Governor  Davis  about  December  1,  but  through  delay  in  construction  and 
supplies  it  is  not  yet  ready  for  use.  The  Commission  has  authorized  construc- 
tion at  Ancon  and  Colon,  which  will  give  GOO  beds,  but  there  is  no  immediate 
l)ro8pect  of  the  work  being  done  nor  any  material  or  personnel  available  for 
utilizing  them. 

Along  the  line  of  the  canal,  at  convenient  points,  are  stationed  four  medical 
officers  with  medical  supplies,  each  having  charge  of  a  district  for  emergency 
work  among  canal  employees. 

While  the  hospital  department  has  about  reached  the  limit  of  its  present 
capacity,  the  sick  are  well  cared  for,  though  for  lack  of  wire  screening  they 
are  not  adequately  protected  against  malarial  Infection. 

MARITIME   QUARANTINE. 

At  Panama  the  ari'angements,  while  not  all  that  could  be  desired,  are  believed 
to  afford  adequate  protection  against  the  Introduction  of  quarantlnable  diseases 
from  without. 

At  Colon  the  arrangements  are  not  so  far  advanced  nor  so  satisfactory. 
Though  plans  have  been  approved  for  a  detention  building,  construction  has  not 
been  commenced.  The  surveillance  of  detained  suspects  at  hotels,  etc..  Is  diffi- 
cult and  somewhat  risky.  Notwithstanding  these  shortcomings,  which  It  Is 
hoped  to  soon  remedy,  it  is  believed  that  the  quarantine  service  to  date  has  bee*i 
effective  and  that  no  Infectious  diseases  have  been  Introduced  through  either 
port 

Immigration, — In  this  connection  the  laws  of  the  Canal  Zone  provide  that  the 
chief  quarantine  officer  shall  prevent  the  entrance  to  the  Zone  of  any  person 
who  is  likely  to  prove  a  menace  to  the  public  health  or  welfare  or  who  Is 
likely  to  become  a  charge  upon  the  public.  Nothing,  however,  has  been  actually 
done  under  this  law  to  restrict  undesirable  immigration. 

SANriARY   SERVICE  OF  THE  CANAL  ZONE. 

This  service,  under  a  chief  sanitary  Inspector,  employed  on  January  31  about 
275  meiL 

In  general  It  is  charged  with  the  duty  of  cleaning  up  the  settlements  of 
laborers  along  the  Zone,  the  removal  of  night  soil  and  garbage,  surface  drainage, 
and  other  antimosquito  work.    A  great  deal  of  valuable  work  has  been  done 
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along  the  line,  but  much  remains'  to  be  done,  especially  in  the  matter  of  screen- 
ing the  dwellings  of  the  canal  employees  and  covering  their  water  barrels  with 
wire  gauze.  No  screening  has  been  done,  and  while  a  large  number  of  barrels 
in  some  localities  have  been  covered  and  covers  prepared  for  many  more,  the 
work  is  very  far  from  completion,  because  no  more  spigots  are  available  to 
permit  the  use  of  the  water. 

PANAMA  HEALTH  OFFICE. 

The  chief  sanitary  officer  of  the  Ck>mmis8ion  has  been  appointed  by  the 
Republic  of  Panama  its  health  officer  for  the  cities  of  Panama  and  Colon.  In 
Panama  he  has  taken  charge  of  the  matter  of  street  cleaning,  removal  of  gar- 
bage, and  general  antimosquito  work  on  the  lines  of  that  carried  out  in  Habana. 
Just  now  the  whole  city  is  being  fumigated  for  the  destruction  of  mosquitoes, 
and  the  work  is  expected  to  be  completed  by  the  end  of  the  present  month.  The 
cleanliness  of  the  streets,  yards,  and  interior  courts  has  been  greatly  improved. 

COLON   HEALTH    OFFICE. 

Here  sanitary  work  has  been  confined  to  garbage  removal,  a  small  amount  of 
street  cleaning,  and  a  little  oiling  of  water  tanks ;  the  results  thus  far  are  not 
very  apparent,  the  city  being  in  a  very  dirty  and  unsanitary  condition. 

In  Cristobal,  however,  where  most  of  the  canal  employees  live,  very  much 
more  has  been  accomplished  in  the  way  of  surface  drainage,  removal  of  garbage 
and  night  soil,  antimosquito  work,  etc. 

In  making  a  comparison  of  sanitary  accomplishment  with  that  at  Habana  in 
1901  the  differences  In  condition  must  be  fully  understood.  In  Habana  we  had 
a  compact  city,  with  waterworks,  which  had  been  under  American  control  for 
more  than  two  years  at  the  time  the  antimosquito  work  was  begun ;  which  had 
been  thoroughly  cleaned;  In  which  the  health  and  other  departments  were 
efficiently  organized,  and  with  the  chief  sanitary  officer  possessing  complete 
autonomy  in  the  matter  of  construction,  material,  and  supplies.  In  Panama 
everything  was  different.  The  sanitary  work  had  to  be  done  in  two  cities 
some  50  miles  apart  and  along  the  Intervening  strip  containing  numbers  of 
native  villages.  There  was  no  organization  anywhere,  everything  had  to  be 
started.  The  two  cities  at  either  end  of  the  strip  were  without  adequate  waier 
supply,  without  sewers,  without  organization  of  any  sort  for  municipal  sanita- 
tion, and  in  an  extremely  filthy  condition.  Being  at  the  very  commencement  of 
a  vast  engineering  enterprise  in  which  sanitation  was  only  one  of  the  features, 
it  was  perhaps  natural  that  it  should  receive  only  what  was  considered  Its  due 
share  of  attention,  instead  of  being  the  principal  feature  as  at  Habana. 

Colonel  Gorgas,  the  chief  sanitary  officer,  arrived  permanently  on  the  Isthmus 
and  began  his  work  about  July  1  last.  The  preliminary  plan  for  sanittiry 
work  submitted  by  him  was  already  in  operation  to  a  limited  extent  In  the 
months  which  have  followed  much  has  been  accomplished  as  pointed  out  under 
the  separate  headings.  In  Habana  In  the  same  period  of  time  yellow  fever 
was  wiped  out:  here  it  has  not  been,  though  I  believe  that  end  will  soon  be 
cccompllshed.  In  my  opinion  the  diseases  would  have  been  eradicated-  before 
this  time  had  It  been  found  practicable  to  adopt  in  its  entiretj-  and  carry  out 
promptly  the  scheme  proposed  by  the  chief  sanitary  officer. 
'  The  t\\'0  diseases  which  more  than  any  others  threaten  the  success  of  the 
canal  project  are  malaria  and  yellow  fever.  While  malaria  Is  far  more  Impor- 
tant in  the  amount  of  disease,  death,  and  invaliding  it  is  likely  tn  cause  on  tbe 
Isthmus,  yellow  fever  is  no  less  important  in  its  indirect  bearing.  While  5<) 
deaths  from  malaria  might  occur  without  attracting  much  attention,  one-tenth 
as  many  from  yellow  fever  would  cause  a  panicky  feeling,  which  would  keep 
oway  thousands  of  persons  whoFC  ser^'ices  are  needed  or  cause  them  to  demand 
much  higher  pay  for  their  services. 

In  the  preliminary  plan  of  organization  of  the  sanitary  department  submitted 
in  April  by  Doctors  Gorgas.  Ross,  and  La  Garde,  and  which  in  its  general 
features  was  approved  by  the  Commission  and  weqt  into  effect  in  July,  1901. 
it  was  proposed  to  keep  out  infectious  diseases  by  a  quarantine  system,  to  get 
in  touch  with  all  cases  of  malaria  and  yellow  fever  by  assuming  charge  of  the 
sick  at  Panama  and  Colon  and  the  canal  strip,  to  detect  them  early  by  a  system 
of  Inspection,  and,  by  screening  all  acute  cases  and  keeping  others  under  treat- 
ment until  they  were  no  longer  capable  of  Infecting  mosquitoes,  to  prevent  Uie 
spread  of  these  diseases. 
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On  July  26  the  ehief  sanitary  officer,  after  two  nfonths'  experience  as  such,  sub- 
mitted to  the  Commission  a  permanent  scheme  of  sanitary  organization  and  read 
to  the  Commission  an  explanatory  statement  which  I  deem  of  so  much  importance 
that  it  is  hereto  appended,  marked  **A."  In  this  statement  he  talces  the  ground 
that  the  cities  of  Panama  and  Colon  can  and  should  be  freed  from  yellow  fever 
by  January,  1905,  and  the  Zone  from  malarial  fever  in  the  same  period  and 
before  the  arrival  of  the  main  force  of  canal  employees,  but  that  to  accomplish 
such  a  result  he  must  be  able  to  work  more  rapidly  than  was  possible  with  the 
delay  in  material,  construction,  etc.,  which  had  occurred  and  must  occur  under 
the  present  organization.  He  further  stated  that  while  the  health  conditions 
on  the  Isthmus,  with  its  present  small  nonimmune  population,  were  about  nor- 
mal, the  conditions  existed  which,  if  not  radically  changed,  would  in  time  give 
us  the  heavy  mortality  of  the  French  r(^gime.  He  suggested  a  remedy  in  the 
shape  of  greater  autonomy,  with  a  view  to  more  rapid  work,  his  idea  being  that 
the  great  work  of  the  sanitary  department  should  be  done  before  the  active 
work  began  in  digging  the  canal.  The  scheme  of  organization  submitted  was 
an  exceedingly  able  and  comprehensive  one.  and  if  carried  out  in  its  entirety 
would  no  doubt  have  accomplished  all  that  its  author  hoped  for. 

To  control  'malaria  and  yellow  fever,  besides  the  general  features  already 
outlined,  he  provided  for  treating  all  the  sick  of  the  Canal  Zone  and  for  the 
administration  of  quinine  to  all  those  infected  with  malaria,  even  though  not 
sick,  and  this  for  both  employees  and  nonemployees.  This  plan,  w^ith  the  anti- 
mosquito  work,  would  probably  have  eradicated  these  diseases.  The  plan 
provided  for  20  small  emergency  hospitals,  with  dispensaries  attached,  and  20 
sanitary  inspectors,  with  the  necessai'y  subordinates,  distributed  in  the  villages 
along  the  Canal  Zone,  the  inhabitants  of  which  were  proven  to  be  widely 
Infected  with  malaria  and  ready  to  infect,  through  the  mosquito,  the  employees 
of  the  Canal  Commission. 

The  action  taken  on  this  proposed  plan  and  the  organization  finally  adopted 
Is  shown  in  the  proceedings  of  the  forty-second  meeting  of  the  Isthmian  Canal 
Commission,  dated  August  28,  1904.  In  a  general  way  the  proposed  organization 
was  adopted,  but  the  details  were  modified  in  certain  very  important  particulars. 
The  Idea  of  the  Commission  seems  to  have  been  that  conditions  should  be  met  as 
they  arose,  while  the  vital  point  In  the  plans  of  the  chief  sanitary  officer  was 
prevention  rather  than  cure. 

Instead  of  20  emergency'  hospitals  and  dispensaries  and  20  hospitals  along 
the  Zone,  3  hospitals  and  dispensaries,  2  additional  dispensaries,  and  8  Inspect- 
ors were  allowed,  with  the  proviso  for  extension  when  deemed  necessary  by 
the  Commission.  No  reference  was  made  to  the  plan  of  treating  with  quinine 
all  the  Inhabitants  of  the  Zone  Infected  with  malaria,  and  this  recommendation 
was  subsequently  disapproved  by  the  Conmiisslon  under  date  of  November  5, 
1904.  On  December  21  the  chief  sanitary  officer  explained  the  importance  of 
this  provision  In  a  letter  to  the  Commission,  in  which  he  stated  that  if  it  was 
not  allowed  his  ability  to  combat  malaria  would  be  reduced  one-half. 

In  regard  to  assuming  complete  sanitary  control  of  the  cities  of  Panama  and 
Colon  there  was  certain  legal  difficulties  of  which  you  know  and  which  were 
not  settled  until  very  recently. 

Thus  the  success  of  the  scheme  for  the  prevention  of  malaria  has  been  seri- 
ously endangered  by  doing  away  with  one  of  its  most  Important  features, 
that  of  treating  with  quinine  all  persons  dangerous  to  others  by  harboring  the 
malarial  parasites  In  the  blood.  (See  Appendix  C.)  That  part  of  the  scheme 
which  provided  for  the  protection  of  the  canal  employees  by  screening  their 
dwellings  appears  to  have  received  no  definite  action ;  nothing  has  been  done 
toward  carrying  It  Into  effect. 

The  defects  In  the  sanitation  -  of  the  Isthmus,  then,  are,  in  my  opinion,  as 
follows : 

1.  Inadequacy  of  the  scheme  for  the  protection  of  the  canal  employees 
against  malaria.  The  scheme  as  submitted  by  the  chief  sanitary  officer  was 
adequate,  but  Its  modification  by  the  Commission  in  cutting  off  the  free  issue 
of  quinine,  not  authorizing  the  screening  of  the  dwellings  of  canal  employees 
along  the  strip,  and  reducing  the  number  of  physicians,  hospitals,  and  dis- 
pensaries along  the  line  has  dlmmlshed  Its  value  at  least  one-half. 

2.  Defective  organization  of  the  sanitary  department  in  the  lack  of  sufficient 
autonomy  to  carry  out  its  work  effectively. 

Under  the  first  heading  no  serious  results  have  followed  as  yet,  but  that 
they  will  follow  all  tropical  experiences  of  like  undertakings  certainly  indicates. 
Under  the  second  heading  the  result  has  been  to  greatly  delay  the  work  of  the 
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sanitary  department.  Many  instances  might  be  quoted — a  few  will  suffice. 
The  principal  large  requisition  for  medicine  and  medical  supplies  was  made 
about  the  1st  of  last  August;  at  this  date,  February  8,  not  one  item  has  been 
received.  Other  large  requisitions  made  subsequently  to  this  have  met  the 
same  fate.  The  governor.  General  Davis,  tells  me  that  these  requisitions  were 
approved  by  him  and  went  forward  promptly,  and  that  he  has  done  all  in  his 
power  to  get  them  filled;  what  the  trouble  is  he  does  not  Isnow.  Meantime, 
he  has  bought  what  was  most  urgently  needed  through  the  local  markets. 
Even  articles  produced  in  the  local  market  have  sometimes  required  nearly  or 
quite  a  month  for  del  I  very. « 

The  estimate  for  repairs  to  Ancon  hospital  was  made  in  July  last  Those 
repairs  are  not  yet  completed ;  to-day,  after  seven  months,  only  one  wai"d  has 
been  screened.  But  these  points  are  well  covered  in  the  letter  of  the  chief 
sanitary  officer,  already  referred  to  as  api)ended  and  marked  "A." 

I  think  it  may  be  taken  as  generally  accepted  that  to  dig  the  canal  quickly, 
economically,  and  with  as  little  sickness  and  loss  of  life  as  possible,  it  is  neces- 
sary that  the  sanitary  work  shall  be  thorough  and  efficient,  and  shall  accom- 
plish results.  If  it  fails.  If  the  death  rate  becomes  high,  especially  for  yellow 
fever,  it  will  increase  the  cost  of  the  canal  by  millions  of  dollars*  and  delay  its 
completion  by  years.  I  have  no  doubt  that  the  present  small  outbreak  of  yellow 
fever  will  add  many  hundreds  of  thousands  to  the  cost  of  the  work  and  mate- 
rially delay  its  construction,  because  there  will  be  a  greater  unwillingness  to 
come  here  and  higher  salaries  will  be  demanded.  There  is  already  apparent 
a  panicky  feeling  widespread  among  the  employees,  and  this  will  be  reflected 
in  an  exaggerated  form  in  the  States.  The  work  of  the  sanitary  department 
is  primarily  preventive  and  only  secondarily  to  meet  indications  as  they  arise. 
The  important  part  of  that  work  should  have  been  done  before  the  arrival  of 
the  great  mass  of  employees.  The  defects  of  the  present  system  and  the  delays 
and  imperfections  of  sanitary  accomplishment  which  have  resulted  therefrom 
have  been  iK>inted  out  in  the  foregoing  pages. 

It  seems  to  me  that  if  the  work  of  the  sanitary  department  is  to  be  succe<w»- 
ful — and  the  success  of  the  canal  project  depends  on  it — the  Commission  bar- 
ing selected  a  chief  sanitary  officer  in  whom  they  have  confidence,  should  accej)t 
his  plans  for  sanitation  as  final,  give  him  a  free  hand  and  their  earnest  support 
in  carrying  them  out.  and  hold  him  strictly  responsible  for  results.  What  if 
the  chief  sanitary  officer  does  spend  $50,000  or  ^100,000  that  could  have  been 
savetl  under  a  slower  and  more  restricted  method  of  procedure?  The  prevention 
and  supi)re.ssion  of  epidemic  diseases  often  depend  upon  quick  action,  and  a 
week's  delay  may  often  cost  many  hundreds  of  thousands  and  delay  the  work 
of  the  canal  for  long  periods.  While  the  figures  show  that  the  rate  of  sickness 
among  canal  employees  Is  not  excessive  at  present,  there  is  no  reason  to  hope 
that  such  a  condition  will  continue.  On  the  contrary,  unless  the  plans  of  the 
sanitary  department  are  more  quickly  and  completely  carried  out  than  at 
present  there  is  every  reason  to  believe  that  sickness  and  mortality  will  increase 
as  the  work  goes  on  and  time  passes,  until  health  conditions  not  far  different 
from  those  under  the  French  rC^gime  will  obtain. 

In  view^  of  the  President's  message  on  the  subject  of  the  Commission,  and  not 
knowing  what  the  ultimate  plan  of  reorganization  may  be,  I  can  only  make 
these  broad  suggestions  as  to  the  work  of  the  sanitary  department. 

A  scheme  suggested  by  the  chief  sanitary  officer  and  hereto  appended,  marked 
"  B,"  appears  to  be  an  excellent  one  if  it  can  be  made  to  fit  into  the  general  plan. 
In  any  case,  the  "scheme  should  be  such  that  measures  recommended  and  requisi- 
tions made  by  the  chief  sanitary  officer  may  be  acted  on  promptly  and  executed 
without  delay.  To  effect  this  it  would  seem  to  be  necessary  that  the  final 
authority  should  reside  on  the  Isthmus  and  not  in  Washington. 
Very  respectfully, 

Chas.  F.  Mason. 
Major,  Surgeon,  U.  S.  Armv. 


«  Requisition  of  Doctor  La  Garde,  dated  December  12,  1904. 
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Exhibit  15. 

[Confidential.    Memorandum  for  the  Secretary  of  War.] 

Panama,  December  5,  1904. 
Hon.  William  H.  Taft, 

Secretary  of  War. 
My  Deab  Mr.  Secbetaby:  Referring  to  our  recent  conversations  during  your 
stay  on  the  Isthmus,  and  in  compliance  With  your  request  for  my  views  in  regard 
to,  first  the  control  of  the  Panama  Railroad  Company:  second,  the  trafllc 
agreement  between  the  Panama  Railroad  Company  and  the  Pacific  Mail  Steam- 
ship Company;  third,  commission  organization — I  have  the  honor  to  fon^'ard 
herewith  memoranda  on  these  subjects  numbered  1,  2,  and  3,  respectively. 
Very  resi)ectfully, 

J.  F.  Waixace,  Chief  Engineer, 


No.   1. 

PANAMA   RAILROAD. 

While  It  is  necessary  that  the  chief  engineer  should  have  full  and  complete 
control  of  the  operation  of  the  Panama  Railroad,  to  the  end  that  the  greatest 
possible  use  may  be  obtained  therefrom,  and  the  facilities  connected  therewith 
in  the  construction  work  of  the  canal,  the  interest  of  the  minority  stockholders! 
of  course  can  not  In  equity  be  overlooked,  and  it  is  suggested,  first,  thnt  this 
stock  be  purchased  in  the  open  market  If  it  can  be  obtained  at  a  fair  price, 
second,  that  if  It  can  not  legal  advice  be  secured  as  to  the  possibility  of  the 
condemnation  of  this  property. 

Should  the  stock  be  retained  by  its  present  owners  the  Commission  will  of 
course  be  subjected  to  criticism  and  possibly  legal  proceedings  upon  the  part  of 
any  dissatisfied  minority  stockholder  at  any  time. 

The  equity  of  the  present  situation  in  regard  to  the  minority  stock  hoidin,;s 
in  the  Panama  Railroad  Company  seems  to  be  that  these  stockholders  are 
entitled  to  the  full  value  of  their  holdings  as  indicated  by  the  earnings  of  the 
Panama  Railroad  Company  during  a  term  of  years  prior  to  the  transfer  of  this 
property  to  the  United  States  Government,  and  that  if  their  present  holdin-rs  nre 
retained  they  are  entitled  in  equity-  to  such  earning  capacity  as  they  would  have 
received  if  the  Government  had  not  undertaken  the  construction  of  the  Panama 
Canal.     In  case  of  doubt  as  to  equity,  liberality  should  govern. 

On  the  other  hand,  it  does  not  seem  equitable  that  the  minority  stockholders 
should  be  entitled  to  exorbitant  dividends  on  their  stock,  due  to  rare^j  which  the 
railroad  company  might  charge  the  United  States  for  the  transportation  of  men 
and  material  required  in  the  construction  of  the  Panama  Canal. 

Pending  the  elimination  of  minority  holdings  of  stock  it  would  seoin  necessary 
to  maintain  a  separate  coriK)rate  existence  for  the  Panama  Railroad  Cojnpany, 
but  unnec*essary  to  maintain  the  large  organization  that  has  heretof(»rc  con- 
trolled its  management.  There  is  no  reason  why  the  proper  handling  of  the 
road  for  traffic  purix>ses  could  not  be  maintained  and  a  much  larger  and  freer 
use  of  the  property  secured  for  the  purposes  connected  with  the  constiniction  of 
the  canal,  without  the  one  unduly  or  improperly  Interfering  with  the  other. 

No.  2. 

TBAFTIC   AGREEMENT  BETWEEN   THE  PANAMA  BAILROAD   COMPANY   AND  THE  PACIFIC 

MAIL  STEAMSHIP  COMPANY. 

It  is  suggested  that  the  traffic  contract  between  the  Panama  Railroad  and  the 
Pacific  Mail  Steamship  Company  be  given  a  thorough  investigation,  which  should 
be  made  by  the  chairman  of  the  Commission,  assisted  by  Judge  Magoon,  or 
some  person  of  similar  legal  attainments,  and  by  some  American  railway  traffic 
official.  If  it  is  possible  to  secure  the  services  of  such  a  person ;  that  in  the  in- 
vestigation of  this  subject  a  hearing  be  held  at  which  the  officials  of  the  Panama 
Railroad  Company  and  the  Pacific  Mail  Steamship  Company  be  asked  to  ap- 
pear and  to  present  in  writing  their  reasons  for  the  continuance  of  such  traffic 
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arrangements,  and  that  at  this  hearing  any  persons  who  may  he  interested,  or 
who  may  desire  to  suggest  the  abrogation  of  the  contract,  be  invited  to  appear 
and  submit  in  writing  their  views  and  opinions.  If  desired,  this  hearhig  should 
also  be  supplemented  by  verbal  statements,  of  which  stenographic  reports  should 
be  taken,  and  at  its  conclusion  the  chairman  of  the  Commission  and  the  gentle 
men  associated  with  him  in  the  conduct  of.  the  hearing  should  submit  a  com- 
plete record  thereof,  together  with  their  views  and  recommendations,  to  the 
Secretary  of  War. 

It  is  also  suggested  that  it  might  be  advisable  and  of  assistance  to  the  Secre- 
tary of  War  to  have  the  record  and  report  of  this  hearing  submitted  to  the 
chairman  of  the  Interstate  Commerce  Commission  for  his  views  after  a  care- 
ful examination  thereof.  Whatever  decision  might  be  reached  by  the  Secretary 
after  a  thorough  treatment  of  the  matter  In  this  manner  would  undoubtedlr 
be  fair.  Just,  and  equitable  to  all  the  interests  concerned. 

It  does  not  seem  advisable  that  the  United  States  Government  should  continue 
in  the  steamship  business,  provided  economical  and  satisfactory  transportation 
arrangements  can  be  furnished  by  private  sources  and  a  continuance  of  economi- 
cal service  secured. 

No.  3. 

COMMISSION   ORGANIZATION. 

If  a  personal  recommendation  as  to  the  constitution  and  assignment  to  duties 
of  the  Isthmian  Canal  Commission  is  at  all  permissible,  the  following  sugges- 
tions are  made : 

It  would  seem  evident  that  satisfactory  results  can  not  be  obtained  in  a  speedy 
and  economical  construction  of  the  Panama  Canal  through  a  commission  of 
seven  men  exercising  executive  function.  While  in  a  multitude  of  counsel 
there  is  undoubtedly  wisdom,  proper  executive  action  can  not  be  secured  through 
such  a  medium ;  and  while  It  may  be  Impracticable  to  change  the  form  of  the 
present  Commission  as  established  under  the  Spconer  Act,  It  could  be  kept  In- 
tact and  Its  functions  so  modified  as  to  secure  the  benefit  of  the  advice  and  coun- 
sel of  its  members  without  such  weakening  of  the  executive  function  as  now 
exists,  the  administrative  and  executive  control  of  the  work  on  the  Isthmus 
being  placed  In  the  hands  of  the  chief  engineer,  as  per  his  suggestion  and  under- 
standing with  the  Commission  at  tlie  time  of  his  engagement. 

The  chief  engineer  should  be  given  as  free  a  hand  as  possible  consistent  with 
a  proper  control  of  the  work  In  accordance  with  existing  laws  and  with  sound 
business  principles.  This  Is  particularly  necessary  when  the  fact  is  considered 
that  this  work  is  to  be  conducted  In  a  tropical  climate  2,000  miles  away  from  the 
seat  of  government  and  is  an  undertaking  requiring  prompt  executive  action  by 
the  chief  engineer  situated  on  the  grounds.  , 

In  this  connection  it  Is  suggested  that  the  functions  of  the  four  members  of 
the  Commission  who  are  civil  engineers  be  confined  to  the  technical  study  and 
consideration  of  such  general  plans  as  may  be  submitted  by  the  chief  engineer, 
or  such  additional  plans  as  may  be  called  for  by  the  Commfssion ;  that  they  act 
in  a  consulting  and  advisory  capacity,  and  that  these  gentlemen  be  not  burdened 
with  matters  of  detail  in  elaboration  of  these  plans  or  In  their  execution,  which 
should  be  left  with  the  chief  engineer  and  his  staff.  While  they  should  make 
such  visits  to  the  Isthmus  as  will  enable  them  to  keep  in  touch  with  the  progress 
of  the  work  and  give  them  a  prior  knowledge  of  the  general  situation,  it  should 
not  be  necessary  that  any  of  them  should  permanently  or  regularly  reside  on  the 
Isthmus. 

It  Is  evident  that  the  general  business  of  the  Commission  connected  with  the 
governmental  departments  and  the  general  public,  as  well  as  the  supervision  of 
the  securing  of  material,  must  be  conducted  at  the  seat  of  government  As  the 
work  progresses,  the  securing  of  the  necessary  material  upon  requisitions  of  the 
chief  engineer,  the  letting  of  contracts,  and  other  proper  business  matters  of  a 
general  nature  would  prove  to  be  a  verj^  Important  factor  in  the  successful  con- 
duct of  the  work. 

It  is  suggested  that,  with  the  chairman  having  general  charge  of  the  executive 
functions  of  the  Commission,  the  routine  work  be  divided  as  follows : 

(1)  One  member  of  the  Commission  acting  as  a  committee  on  purchases  of 
materials  and  supplies,  to  be  assisted  by  a  first-class  competent  business  man 
as  purchasing  agent,  supported  by  a  clerical  staff  competent  and  sufficient  to 
properly  look  after  all  matters  connected  with  purchases  and  the  letting  of 
contracts  for  materials  and  supplies. 
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(2)  One  member  of  the  Commission  acting  as  a  committee  to  have  charge  of 
the  shipment,  general  custody,  and  care  of  material  and  supplies  after  pur- 
chase, collaborating  with  the  chief  engineer  In  the  supervision  and  Inspection 
thereof,  assisted  by  the  chief  of  material  and  supplies  department  on  the 
Isthmus.  This  latter  department,  however,  should  be  under  the  chief  engineer 
and  subject  to  his  direction  and  control  so  far  as  the  care,  distribution,  and  use 
ef  material  on  the  Isthmus  is  concerned. 

(3)  One  member  of  the  Commission,  acting  as  a  committee,  to  have  super- 
vision over  appointments  and  the  securing  of  such  labor  as  It  may  be  necessary 
to  engage  in  the  States,  collaborating  with  the  chief  engineer  in  this  respect. 
He  should  not,^  however,  have  arbitrary  control  over  appointments,  but  rather 
should  assist  the  chief  engineer  in  his  selections. 

(4)  Three  members  of  the  Commission,  who  are  civil  engineers,  acting  as  a 
committee,  to  pass  on  the  general  features  of  all  plans,  giving  its  time  to  the 
consideration  of  the  larger  engineering  problems,  but  whose  functions  should 
cease  after  reporting  to  the  Commission  in  favor  of  or  against,  or  recommend- 
ing modifications  of,  the  various  plans  recommended  by  the  chief  engineer. 

This  committee  should  also  be  charged  with  investigations  of  such  questions 
as  the  chief  engineer  may  submit  to  it  for  advice  and  counsel.  It  should  not, 
however,  be  burdened  with  the  consideration  of  detailed  plans  or  with  the  exe- 
cution of  same  after  their  final  adoption  by  the  Commission.  The  plans  adopted 
by  the  Commission  should  only  be  general,  as  the  chief  engineer  should  have 
authority  to  make  necessary  changes  as  to  details,  so  as  not  to  be  unduly  ham- 
pered should  contingencies  arise  in  the  conduct  of  the  work  the  submission  of 
which  to  the  Commission  would  delay  its  progress. 


[Copy  of  memorandum  by  Wm.  Barclay  ParsonB.] 

The  New  Willabd,  Wafthhif/toti.  D.  C. 

The  law  provides  a  commission  of  seven  members,  of  whom  one  shall  be  an 
nrmy  officer,  one  a  nnvy  officer,  two  engineers  from  civil  life,  and  three  to  be 
chosen  without  restriction.  It  is  essential  for  success  that  the  executive  func- 
tions should  be  restricted  to  as  few  men  as  possible,  and  that  no  one  sliould 
have  executive  functions  except  as  coupled  with  specific  duties  of  high  order. 
There  are  three  such  positions,  viz,  chairman,  governor,  and  chief  engineer. 
Can  not  advantage  be  taken  of  the  requirements  of  the  act  which  divides  the 
Commission  into  two  parts,  professional  and  nonprofessional,  and  differeutiate 
t»etween  their  duties,  functions,  powers,  and  comi)ensation? 

Assuming  that  it  is  your  intention,  as  you  have  stated,  to  make  changes  in 
the  office  of  chairman  and  governor,  the  realization  is  siniplo.  Appoint  a  good 
business  or  corporation  man  as  chairman  and  a  lawyer  as  governor,  and  the 
chief  engineer  a  member  of  the  Commission,  those  three,  and  those  three  only, 
being  charged  with  full  functions,  including  the  pow^r  of  legislation.  Give 
these  men  a  suitable  salary  of  fixed  amount  without  per  diem  extras.  The 
other  four  Commissioners,  consisting  of  the  two  military  officers  and  two  engi- 
neers, to  form  an  engineering  board.  These  Commissioners,  with  tlie  chief 
engineer,  to  decide  upon  the  type  of  canal,  upon  its  dimensions,  and  from  time 
to  time  upon  the  various  plans  for  major  details,  and  to  act  as  an  advisory 
board  to  the  chief  engineer  to  pass  upon  such  questions  as  he  may  refer  to  it. 
TheFe  latter  Commissioners  would  not  be  expected  to  reside  in  Washington  or 
on  the  Isthmus,  nor  would  they  be  expected  to  give  their  whole  time  to  the 
work,  but  only  as  needed.  Their  compensation  might  be  made  $5,000  or  $0,000, 
with  a  per  diem  allowance  and  all  traveling  expenses  when  absent  from  the 
United  States. 

This  is  substantially  your  own  scheme,  except  utilizing  the  present  law.  The 
differentiation  In  powers  could  be  openly  stated  in  a  letter  of  appointment  by 
the  President.  It  makes  a  small  working  body  with  definite  duties  for  each 
Commissioner.  A  resident  Commissioner,  either  on  the  Isthmus  or  In  Washing- 
ton, without  specific  and  engrossing  functions,  is  to  be  avoided  at  all  costs. 
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Ancon,  Isthmian  Canal  Zone. 

January  6,  1903. 

(Personal.) 

My  Dear  Governor:  The  newspapers  have  stated  that  in  the  special  report 
which  you  have  recently  submitted  to  the  President  a  recommendation  is  con- 
tained for  a  reduction  of  the  number  of  members  of  the  Isthmian  Canal  Com- 
mission. I  hope  the  report  is  true,  for  I  am  satisfied  that  the  present  body  is 
far  and  away  too  cumbersome  and  ineffective. 

Of  course  I  have  no  knowledge  concerning  the  intentions  of  the  President 
and  of  yourself  respecting  the  personnel  of  a  reorganized  Commission,  should 
Congress  direct  that  there  be  one,  and  I  shall  do  nothing  whatever  in  respect 
to  the  matter.  If  I  should  be  chosen  as  a  member  of  it.  I  would  be  glad ;  if  I 
should  not  be  chosen,  I  would  not  be  broken  hearted. 

It  has  been  suggested  as  a  possibility,  or  even  a  probability,  that  in  the  new 
legislation  that  Congress  may  enact  the  governor  of  the  Zone  would  be  divorced 
from  the  Commission,  and  that  the  person  holding  the  office  of  governor  would 
have  no  connection  with  the  Canal  Commission.  I  hope  that  the  legislation  will 
not  take  this  shape.  Instead,  the  governor — a  member  of  the  Gonunission — 
should  also  be  the  American  minister  to  the  Republic.  A  secretary  of  legation 
and  a  clerk,  with  allowance  for  an  office  and  stationery  from  the  State  Depart- 
ment, is  all  that  would  be  required. 

Yesterday,  in  conversation  with  Mr.  Barrett,  he  told  me  that  while  you  were 
here  he  had  stated  to  you  his  conviction  that  the  office  of  American  minister 
and  the  functions  of  the  governor  of  the  Zone  ought  to  be  exercised  by  one  and 
the  same  person;  that  this  would  be  the  inevitable  logical  result  he  was  in- 
formed by  Mr.  Buchanan,  whom  he  saw  in  London  while  en  route  from 
Argentina  to  the  United  States,  and  that  ever  since  then  the  conviction  had  been 
growing  that  this  course  odght  to  be  pursued. 

Mr.  Barrett  also  said  that  he  had  heard  from  Mr.  Francis  Loomis,  of  the 
State  Department,  to  the  effect  that  the  legislative,  executive,  and  judicial  bill 
as  passed  by  the  House  contained  the  usual  appropriation  for  the  Panama 
legation,  including  a  minister,  and  that  Mr.  Loomis  also  stated  that  he  thought 
it  was  hardly  likely  that  at  this  session  of  Congress  anything  would  be  done 
respecting  the  change,  believing  that  in  the  short  session  Congress  would  not 
have  time  to  act 

Two  days  ago  I  received  a  copy  of  the  minutes  of  the  proceedings  of  the 
Isthmian  Canal  Conmiisslon,  covering  the  period  from  September  7,  1904 — when 
the  Commission  left  here — up  to  December  15,  1904.  The  records  sent  to  me 
were  those  for  the  thirteen  meetings  that  had  taken  place  in  that  interval,  not 
a  word  of  which  had  been  previously  forwarded  to  me,  and  were  not  received 
until  after  I  had  protested  against  the  neglect 

I  observe  by  the  proceedings  that  the  Commission  has  adopted  something 
slightly  resembling  the  recommendation  which  I  made  and  on  which  I  asked 
for  a  vote  on  August  31,  that  looked  to  the  appointment  of  an  executive  com- 
mittee to  be  permanently  resident  here,  with  power  to  act 

The  new  plan  contemplates  a  visit  to  the  Isthmus  from  time  to  time  of  the 
standing  committees  of  the  Commission,  one  at  a  time.  There  are  ^ve  of  these 
committees,  each  cjonslstlng  of  two  members,  and  when  such  standing  committee 
of  two  visits  the  Isthmus  the  governor  of  the  Canal  Zone  is  to  be  ex  officio  a 
member  of  the  committee  then  present ;  but  I  can  not  find  from  the  records  of 
the  action  taken  that  any  authority  to  act,  or  that  any  power  of  direction,  is  to 
be  vested  In  such  local  visiting  committee.  Whenever  the  two  members  visit 
the  Isthmus  It  will  be  for  observation  only,  to  report  back  to  Washington.  Ques- 
tions are  arising  here  constantly  with  the  chief  engineer,  the  chief  of  materials, 
the  disbursing  officer,  and  with  the  governor,  all  of  which  must  be  submitted 
for  the  action  of  the  Commission  m  Washington,  and  all  of  them  ought  to  be 
disposed  of  on  the  spot. 

The  governor  and  the  two  visiting  members  will  not  make  a  quorum,  and  so 
nothing  can  be  disposed  of.  for  all  these  questions  will  have  to  go  up  as  before. 

Only  when  more  than  three  members  visit  the  Isthmus  can  there  be  a  quorum 
present,  and  as  the  recent  resolutions  that  have  been  adopted  make  no  provision 
for  the  visit  of  the  larger  number,  It  necessarily  results  that  one  member  of  the 
Commission,  who  Is  permanently  a  resident  of  the  Isthmus,  will  never  be  able  to 
meet  with  his  colleagues  and  sit  as  a  member  of  the  Commission. 

This  resident  member  of  the  Commission  is  also  a  member  of  the  board  of 
ell  recto  i-s  of  the  Panama  Railroad,  but  as  this  board  always  holds  its  meetings  In 
New  York  the  Panama  member  will  never  be  able  to  take  any  part  in  the 
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business  of  the  board  of  which  he  is  a  member,  unless  the  board  meets  on  the 
Isthmus,  as  I  contend  it  ought  to  do,  save  as  respects  the  stockholders'  annual 
meeting. 

If  the  present  Commission  should  be  abolished,  and  the  whole  direction,  con- 
trol, and  supervision  should  be  turned  over  to  the  Secretary  of  War,  I  would 
say  that  the  best  organization  would  be  a  commission  of  three,  their  head- 
quarters here,  and  the  general  counsel  here  also. 

I  am  more  and  more  convinced  every  day  that  the  home  for  the  Isthmian 
Canal  Commission  should  be  on  the  Isthmus,  as  is  the  home  of  the  Philippine 
Commission  in  the  Philippines.  A  commission  of  three  or  Ave — the  chief  engi- 
neer one  of  the  number — would  pe  a  much  better  working  board  than  a  larger 
number ;  and  a  quorum  never  absent 

There  should  be  a  purchasing  agent  and  a  disbursing  officer  of  the  Commission 
somewhere  at  home,  but  I  see  no  reason  for  any  other  office  of  the  Commission 
in  the  United  States,  and  if  the  whole  work — everything  devolved  upon  the 
Commission — were  turned  over  to  the  War  Department,  the  purchases  and 
forwarding  of  supplies  and  persons  would  go  on  without  a  hitch. 

One  of  the  members  should  be  an  officer  of  the  Corps  of  Army  Engineers.  I 
regard  Mr.  Wallace  as  a  very  superior  man,  and  he  ought  to  be  retained. 

This  is  not  written  with  any  thought  of  obtruding  my  views,  but  in  the  past 
3  ou  have  honored  me  from  time  to  time  with  your  confidence,  and  with  a  request 
for  my  individual  opinion.    I  therefore  resjiectfully  submit  this. 
Very  sincerely, 

Geo.  W.  Davis. 

Hon.  Wm.  H.  Taft, 

Secretary  of  War,  WasMnffton,  D.  C. 


Exhibit  16. — Report  of  subcommittee  of  Committee  on  Interstate  and  Foreign 
Commerce  on  investigation  of  affairs  of  Panama  Railroad  Company. 

A  resolution  approved  January  12,  1905,  authorized  the  Committee  on  Inter- 
state and  Foreign  Commerce,  or  any  subcommittee  thereof,  to  investigate  the 
affairs  of  the  Panama  Railroad  Company.  On  January  13.  1905,  a  subcom- 
mittee was  appointed,  consisting  of  the  following :  Mr.  Shackleford,  Mr.  Lover- 
ing,  Mr.  Esch,  Mr.  Townsend,  and  Mr.  Adamson. 

Said  committee  herewith  submits  a  reiwrt  of  the  evidence  taken  by  it ; 

Owing  to  the  shortness  of  the  session  and  the  great  press  of  business  before 
the  Committee  on  Interstate  and  Foreign  Commerce,  the  subcommittee  has  not 
been  able  to  take  all  the  testimony  which  it  otherwise  would  have  taken.  It 
was  especially  desired  to  Investigate  the  relationship,  if  any,  existing  between 
the  Pacific  Mail  Steamship  Company  and  the  transcontinental  railroads. 

The  testimony  shows  that  the  management  by  the  officers  and  directors  of 
the  Panama  Railroad  has  been  conspicuously  able,  progressive,  and  businesslike. 

When  the  United  States  became  the  owner  of  a  majority  of  the  stock  of  the 
railroad  company  seven  of  the  directors  resigned  and  the  seven  canal  Com- 
missioners were  elected  in  their  places.  This  was  done  in  pursuance  of  a  let- 
ter from  the  President  to  Secretary  Taft.  Said  letter,  among  other  things, 
contained  the  following : 

*•  No  salary  or  per  diem  allowance  of  compensation,  in  addition  to  the  stated 
salary  and  per  diem  allowance  of  the  members  of  the  Isthmian  Canal  Commis- 
sion, will  be  allowed  to  any  member  of  the  Commission  by  reason  of  his  services 
In  connection  with  the  civil  government  of  the  Canal  Zone,  or  his  membership 
of  any  board  or  commission  concerned  In  or  connected  with  the  construction  of 
the  canal,  or  by  reason  of  his  services  as  an  officer  or  director  of  the  Panama 
Railroad." 

Notwithstanding  this  positive  direction  of  the  President  several  members  of 
the  Commission  accepted  and  retained  fees  for  attendance  upon  the  meetings 
of  the  board  of  directors  and  the  executive  board,  as  follows : 

Commissioner  Walker,  for  attendance  as  a  director |250 

Commissioner  Burr,  for  attendance  as  a  director* 250 

Commissioner  Grunsky,  for  attendance  as  a  director 250 

Commissioner  Parsons,  for  attendance  as  a  director 175 

Commissioner  Parsons,  for  attendance  as  member  of  the  executive  board—  220 

Commissioner  Harrod,  for  attendance  as  a  director 125 
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The  committee  is  of  tlie  opinion  that  under  the  direction  of  the  President,  as 
contained  in  the  language  quoted  above,  the  Commissioners  exceeded  their 
authority  in  accepting  said  sums. 

In  the  course  of  the  hearings  it  developed  that  during  the  first  six  months 
after  the  Government  took  charge  of  the  canal  property  the  Canal  Commission 
directed  the  officers  of  the  railroad  company  to  purchase  supplies  for  the  Com- 
mission. Requisitions  for  such  supplies  were  made  by  Chairman  Walker  and 
other  members  of  the  Commission.  No  public  advertisement  for  such  supplies 
was  made  nor  any  competitive  bidding  sought.  No  general  opportunity  for 
bids  was  given.  These  purchases  amounted  to  about  $233,000.  These  pur- 
chases were  said  to  have  been  made  on  emergency  orders,  but  the  evidence 
discloses  that  a  very  large  portion  of  such  sup{)lies  were  not  actually  needed  at 
the  time  of  the  purchase  and  have  not  yet  been  used.  In  fact,  supplies  were 
received  in  such  quantities  and  so  much  more  rapidly  than  needed  that  the 
terminal  facilities  of  the  railroad  were  inadequate  to  care  for  them,  and  some 
of  them  had  to  be  rehandled  and  reshipped  at  extra  expense  to  the  Government 
It  is  the  opinion  of  the  committee  that  the  best  interests  of  the  Government 
would  be  subserved  by  advertisement  for  competitive  bidding  by  responsible 
persons. 

An  examination  of  the  evidence  will  disclose  that  the  Panama  Railroad,  with 
its  connecting  line  of  ships,  is  a  very  valuable  property.  It  has  shown  its 
capacity  to  earn  substantial  dividends  for  many  years.  .Undoubtedly  the  traffic 
over  the  line  could  be  greatly  increased  by  improving  the  ship  service  connected 
with  it.  There  ought  to  be  prompt  and  direct  connecting  lines  of  steamers 
running  on  regular  schedules  between  Colon  and  New  York,  between  Colon  and 
some  Gulf  port,  and  between  Panama  and  San  Francisco.  By  such  arrange- 
ment the  time  between  San  Francisco  and  Gulf  ports  could  be  reduced  to 
fifteen  days,  and  between  San  Francisco  and  New  York  to  seventeen  days.  It 
must  be  apparent  to  everybody  that  such  a  reduction  in  through  time  would 
greatly  increase  the  amount  of  the  traflfc. 

The  successful  construction  of  the  Panama  Canal  demands  that  the  United 
States  shall  own  and  operate  the  Panama  Railroad.  In  doing  this,  however, 
neither  its  earning  capacity  nor  its  efficiency  as  an  artery  of  commerce  should 
be  Impaired. 

Under  careful  management  the  railroad  is  worth  many  millions  of  dollars. 
To  discontinue  its  use  as  a  public  highway  would  be  the  wanton  destruction  of 
this  vast  asset. 

For  more  than  fifty  years  the  Panama  Railroad  has  been  used  as  an  Inter- 
national highway.  The  nations  have  acquired  an  interest  in  its  use,  and  It 
would  be  impolitic  and  unjust  for  the  United  States  to  now  close  it  to  the  com- 
merce of  the  world. 

It  should  also  be  kept  in  mind  that  the  Panama  Railroad  and  connected  ship 
lines  have  had  a  marked  effect  in  reducing  the  rates  of  the  transcontinental 
railroads.  Further  reductions  could  be  secured  by  reducing  the  charges  by  the 
Isthmian  route,  which  could  be  done  materially  and  still  keep  within  the  limit 
of  fair  and  remunerative  rates.  If  the  Panama  Railroad  were  to  be  discon- 
tinued as  a  public  highway  it  would  undoubtedly  result  in  the  raising  of  the 
rates  on  the  transcontinental  lines. 

Then  it  must  not  be  forgotten  that  the  United  States  will  have  to  transport 
great  numbers  of  men  and  large  quantities  of  material  during  the  construction 
of  the  canal.  If  the  ships  belonging  to  the  railroad  are  disposed  of.  then  the 
Government  will  be  at  the  mercy  of  the  ship  trust. 

The  committee,  therefore,  is  of  the  opinion  that  the  Government  should  oper- 
ate the  Panama  Railroad  as  a  public  highway,  and  in  connection  therewith 
should  operate  lines  of  ships  between  Colon  and  New  York,  between  Colon 
and  some  Gulf  port,  and  between  Panama  and  San  Francisco.  A  fair  and 
remunerative  rate  should  be  charged.  Such  a  plan  would  not  only  return  to  the 
Government  a  fair  revenue,  but  in  addition  would  regulate  many  Vates  of  trans- 
portation in  the  interest  of  the  people. 

In  carrying  out  the  policy  herein  outlined  some  of  the  Government  transport*? 
could  be  used  to  supplement  the  steamers  now  owned  by  the  Panama  Railroad 
Company. 

The  Panama  Canal  when  completed  is  to  be  owned  and  operated  by  the  Got- 
ernment.  During  its  construction  the  Government  may  with  equal  propriety 
operate  the  railroad  and  connected  ship  lines. 

The  committee  believes  that  for  the  present  it  is  best  to  continue  the  general 
offices  of  the  railroad  at  New  York,  and  that  this  can  be  done  at  a  great  reduction 
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of  the  present  expense.  It  is  the  point  of  origin  of  a  large  amount  of  the 
freight  carried  over  the  Isthmus.  It  is  well  connected  by  telegraph  with  every 
part  of  the  country. 

The  committee  is  of  the  opinion  that  the  United  States  should  secure  owner- 
ship of  the  entire  stock  of  the  Panama  Railroad  Company. 
All  of  which  is  respectfully  submitted. 

DOBSEY  W.  Shacklefobd. 

\Vm.  C.  Lovebino. 

John  J.  Escii. 

Chas.  E.  Townsend. 

W.  C.  Adam  SON. 


Exhibit  17. 

Apbil  9,  1906. 
My  Deab  Mb.  Walkeb  :  I  am  directed  by  the  Secretary  of  War  to  inclose  you 
herewith  copies  of  papers  complaining  of  the  rates  on  the  Panama  Railroad 
Ck)mpany,  and  to  ask  that  you  send  the  Secretary  a  report  at  once.    He  is  very 
anxious  to  obtain  it  at  the  earliest  po»<sible  date. 
Very  respectfully,  yours, 

Fbed  W.  Cabpenteb,  Private  Secretary, 
Mr.  R.  L.  Walkeb, 

Traffic  Manager,  Panama  Railroad  Comipany, 

2.'i  State  street,  Xeiv  York,  A*.  Y. 


Panama  Railboad  Company, 

Xetc  York,  April  10,  1906. 

My  Deab  Mb.  Cabpenteb  :  Complying  with  your  request  of  the  9th  instant,  I 
beg  to  report  on  the  letter  from  Mr.  D.  O.  Lively,  March  19,  to  Hon.  W.  F. 
Sands,  charge  d'affaires.  American  legation,  Panama,  as  follows : 

Our  pas«senger  tariff  from  New  York  to  Colon  compares  favorably  with  the 
IMissenger  tariffs  of  other  lines  between  New  York  and  the  West  Indies.  Our 
rates  are  $75  for  staterooms  in  cabins  on  the  main  deck  and  $90  for  staterooms 
in  cabins  on  the  upper  deck  on  the  steamers  Advance,  Finance,  and  Allianca. 
The  steamers  Colon  and  Panama  have  no  staterooms  on  the  lower  deck,  hence 
the  first-class  fare  on  those  boats  is  $90,  and  this  particularly  is  warranted  by 
the  express  service.  The  Royal  Mail  Steam  -Packet  Company  charge  $75  from 
New  York  to  Puerto  Colombia  and  $80  from  New  York  to  La  Gualra.  They 
told  us  when  making  their  rate  $70  to  Colon  that  the  figure  was  necessary 
to  secure  any  travel  in  competition  with  our  direct  service. 

Mr.  Lively  mentions  the  stop-over  at  Jamaica  as  a  privilege.  This,  you  will 
note,  is  contrary  to  the  general  view.  As  to  the  boats  being  better,  faster,  and 
giving  a  better  service  in  every  particular.  I  think  that  Is  a  matter  of  opinion. 
Their  steamers  sail  but  once  a  fortnight.  Our  steamers  Colon  and  Panama 
•  sail  on  an  average  of  every  twelve  and  one-half  days,  and  they  are  making  the 
trip  In  less  than  six  days.  We  are  receiving  a  fair  share  of  patronage  for  the 
express  service,  a/id  I  think  it  will  grow  as  it  becomes  more  known.  In  this 
connection  the  inclosed  copy  of  my  letter  to. Mr.  Pepperman,  March  8,  gives 
more  extended  particulars. 

We  get  very  few  passengers  between  New  York  and  San  Francisco,  even  at 
the  low  fare  of  $105.  We  could  not  afford  to  handle  the  whole  passenger  busi- 
ness on  any  such  basis,  and  the  few  that  we  do  take  really  represent  clear 
profit,  as  they  do  not  add  to  the  expense  of  the  voyage  between  New  York  and 
Colon. 

The  local  passenger  fares  on  the  Isthmus  are  maintained  on  the  basis  that 
n  passenger  without  baggage  should  not  pay  so  much  as  a  passenger  with  bag- 
gage, and  in  February,  1905,  the  local  first-class  rate  between  Colon  and  Panama 
was  reduced  from  $4  gold  to  $2.40  gold  and  the  rate  for  baggage  was  reduced 
from  3  to  2  cents  per  pound.  Passengers  are  allowed  to  carry  a  reasonable 
amount  of  hand  baggage  without  charge. 

The  six  new  passenger  coaches  of  large  capacity  which  have  Just  been  com- 
pleted and  are  about  to  be  forwarded  to  the  Isthmus  should  soon  relieve  the 
crowding  of  the  first-class  cars,  to  which  Mr.  Lively  makes  reference. 
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In  the  matter  of  freight  rates,  the  local  tariff  for  Isthmus  transit  must  neces- 
sarily appear  disproportionate  to  the  mileage  by  the  steamships.  The  entire 
cost  of  operation  on  the  Isthmus,  including  the  franchise  tax  of  $5,000  per  mile 
per  annum,  is  very  much  higher  than  the  cost  in  the  United  States,  and  mate- 
rial reductions  have  been  made  in  the  rates  since  the  United  States  became 
owners  of  the  road. 

In  the  item  of  rice  the  rate  from  1892  to  1906  was  $12  per  ton  for  any  dis- 
tance. Now  the  rates  vary  from  $3.40  for  10  miles  to  $4.60  across  the  road; 
but  rice  is  not  likely  to  move  across  the  road,  as  Colon  should  supply  half  the 
route  and  Panama  the  other  half,  Panama  getting  its  supply  via  the  Pacific 
inicl  Colon  receiving  Its  supply  from  New  York  or  from  Europe. 

Our  tariff  makes  brick,  loose,  in  less  than  carload  lots,  second  class,  and  oar 
second-class  rate  varies  from  $5  to  $8.80  per  ton,  according  to  the  distance ;  but 
if  the  bricks  are  put  in  packages,  saving  the  labor  of  handling,  we  charge  from 
$2.60  to  $4  per  ton.  Shipper  can  save  the  cost  of  packages  by  loading  and  ud- 
loading  the  cars. 

Cement  is  necessarily  in  barrels,  and  pays  the  same  rates  as  brick  in  pack- 
ages, from  $2.60  to  $4,  varying  with  the  distance. 

The  rates  on  lumber  and  timber  are  in  proportion  to  the  other  rates  of  the 
tariff,  and  have  been  materially  reduced  from  50  cents  per  100  pounds  for 
the  haul  of  any  number  of  miles  on  the  road  to  13  cents  per  100  pounds  in 
carload  lots  for  10  miles  to  20  cents  per  100  pounds  for  50  miles,  shippers  to 
load  and  unload,  while  small  shipments  of  inch  t)oards,  requiring  much  handling, 
are  charged  from  21  to  34  cents. 

Cedar,  mahogany,  and  cocobolo  of  local  production  pay  from  lOi  cents  per 
100  pounds  to  17  cents  per  100  pounds,  varying  with  the  distance — that  is, 
one-half  of  the  tariff  rates — in  accordance  with  our  contract  with  Panama. 

Stoves  are  third  class,  whether  crated,  boxed,  or  not,  and  this  is  somewhat 
lower  than  the  trunk  lines  class  them  hereabouts,  as  they  must  be  crated  or 
boxed  to  get  the  third-class  rate. 

Furniture  is  first  or  second  class,  according  to  its  value,  and  this  rate  is  not 
high,  comparatively,  when  the  room  it  takes  up  in  cars  is  considered. 

The  local  commercial  traffic  on  the  railroad  in  1904  was  governed  by  the 
tariff  of  1892  and  various  reductions  which  had  been  made  from  time  to  time 
to  meet  the  needs  of  particular  traffic.  This  tariff  yielded  an  average  revenue 
of  $4.41  per  ton.  The  present  tariff,  which  went  into  effect  July  last,  has 
yielded  an  average  revenue  of  $3.89  a  ton,  being  a  reduction  of  52  cents  per  ton. 
The  cost  of  handling  the  traffic  during  the  same  period  has  been  $3.06  per  ton. 
A  further  general  reduction  is  therefore  not  advisable  until  the  modem  equip- 
ment now  being  supplied  to  the  road  demonstrates  how  much  cheaper  we  can 
handle  the  traffic. 

The  question  of  billing  freight  through  from  the  United  States  or  from 
Europe  to  local  points  on  the  line  of  the  road  has  received  attention  from  time 
to  time  on  our  own  initiative,  but  the  custom-house  difficulties  and  the  limited 
facilities  at  the  Isthmus  for  holding  freight  on  the  wharves  while  custom- 
house entries  are  passed  proved  obstacles  in  the  way  of  a  general  arrangement 
of  the  kind. 

However,  there  has  been  no  pressing  demand  for  such  an  arrangement  In 
fact,  I  recall  but  one  request  regarding  the  matter,  and  we  arranged  to  hold 
that  consignee's  freight  on  the  wharf  at  Colon  and  ship  it  out  direct  from  the 
wharf,  provided  he  made  his  custom-house  entry  immediately  upon  arrival  of 
the  steamer  carrying  his  goods.  The  consignee  could  not  get  more  favorable 
arrangements  than  this  in  the  United  States.  Of  course  the  same  facility  would 
be  granted  to  anyone  else  making  application  for  such  accommodation. 
Yours,  truly, 

R.  L.  Wai^eb, 
Traffic  Manager. 

Mr.  Fbeo  W.  Carpenter, 

Private  Secretary  to  Secretary  of  War, 

Washington,  D.  C. 
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Mabch  8,  1906. 
Mr.  W.  Leon  Peppebman, 

Assistant  Chief  of  Office  Isthmian  Canal  Affairs, 

Washington,  D.  C. 
Dear  Sib:  Mr.  Drake  has  asked  me  to  follow  up  his  letter  to  you  March  2 
with  particulai-s  regarding  the  Royal  Mall  competition  in  the  passenger  traffic 
The  comparison  is  as  follows : 


Cahin  passengers  to  Colon  and.  xcest  coasts  of  Central  and  South  America. 

Panama  B.  B.  Steamship  Line. 
Trips.             Passengers. 

Boyal  MaU  Steam  Packet  Co. 
Triiw.             Passengers. 

Oct.  28  to  Dec.  9 

7 

14 

88 
180 

4  1                       1£7 

Dec.  16  to  Feb.  86 

5  '                          44 

1 

Cabin  passengers  from  Colon  and  west  coast  of  South  America, 


Panama  B.  B.  Steamship  Line. 

Boyal  Mail  Steam  Packet  Co. 

Trips. 

Passengers. 

Tripe. 

Passengers. 

Oct.  26  to  Dec.  8 

7 
16 

43 

109 

4 
6 

62 

Dee.  12  to  Feb.  27 

84 

Our  steamers  from  New  York,  between  October  28  and  December  9,  were 
absolutely  unable  to  meet  applications  of  the  public  for  passage.  We  had  to 
redeem  the  return  portion  of  many  excursion  tickets,  so  that  the  passengers 
could  go  to  the  Royal  Mall,  undoubtedly  paying  more  money  than  the  amount 
refunded  by  us.  The  result  of  this  condition  is  shown  in  the  127  passengers 
carried  hy  the  Royal  Mail  against  83  carried  by  us. 

Since  December  9  we  have  been  able  to  take  care  of  the  general  public,  and 
yon  will  note  that  we  have  carried  on  the  average  more  than  11  passengers  per 
trip,  while  the  Royal  Mail  have  carried  hut  9  passengers  per  trip. 

From  October  26  to  December  8  you  will  note  that  the  Royal  Mail  in  four 
trips  carried  62  passengers,  while  on  seven  trips  we  carried  but  43  passenger. 
I  attribute  this  particularly  to  the  fact  that  at  that  time  we  had  no  published 
schedule,  and  travelers  could  seldom  learn  far  in  advance  the  dates  on  which 
our  steamers  would  leave  Colon,  whereas  the  Royal  Mail  were  advertising 
fixed  dates.  The  fact  that  the  line  had  just  started  also  probably  directed  some 
extra  business  to  them. 

Since  December  12  both  the  Royal  Mail  and  our  company  have  averaged  7 
cabin  passengers  per  trip.  I  think  it  is  fair  to  draw  the  conclusion  that  we 
would  not  have  had  more  passengers  had  our  rates  been  lower.  The  Royal 
Mail  being  in  the  business,  with  a  less  frequent  service,  would  undoubtedly  have 
to  miaintain  rates  lower  than  ours  in  order  to  secure  a  share  of  the  patronage. 

The  rates  of  the  Red  "  D  "  Line  between  New  York  and  La  Gualra  vary  from 
$70  to  |80.  The  rate  of  the  Atlas  Line  to  Savanilla  and  Cartagena  is  $75,  and 
to  Port  LImon  $80.  The  rates  by  the  Royal  Mail  Steam  Packet  Company  are 
to  Porto  Colombia  $75;  La  Gualra,  $80;  Trinidad,  $85,  and  Barbados,  $90. 
I  look  upon  the  rates  charged  for  our  service  as  fair  and  reasonable  in  com- 
parison. 

Yours,  truly,  R.  L.  Walkeb,  Traffic  Manager. 


Panama  Railboad  Company, 

Washington,  April  11,  1906. 
Deab  Sib:  Supplementing  the  copy  of  the  letter  of  January  18,  1906,  ad- 
dressed to  Mr.  Pepperman,  I  beg  to  confirm  the  statements  that  I  made  to  you 
this  morning. 

Since  the  Panama  Railroad  Company  became  the  property  of  the  United 
States  we  have  reduced  the  freight  rates  from  New  York  to  Panama  on  most 
goods  33^  per  cent  or  more.  The  through  rates  are  divided  45  per  cent  to  the 
railroad  and  55  per  cent  to  the  steamship  line. 

We  have  admitted  as  connections  at  Colon  two  steamship  lines  from  New 
York — the  Royal  Mall  Steam  Packet  Company  and  the  Atlas  Line.    A  line  from 
N«w  Orleans  to  Colon  also  connects  with  us.    From  all  of  these  steamship  lines 
p  o— VOL  3— 06 i4 
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the  railroad  accepts  the  same  pro  rata  freights  (45  per  cent),  so  that  there  Is 
DO  discrimination. 

When  we  reduced  the  rates  from  New  York  to  Panama  the  steamship  lines 
from  Europe  to  Colon  also  reduced  their  through  rates  to  Panama,  following 
the  pace  which  our  steamship  line  enabled  us  to  set  for  the  benefit  of  the  people 
of  the  Isthmus. 

The  local  passenger  fares  on  the  Isthmus  have  also  been  reduced  to  5  cents 
per  mile  for  first-class  passengers  and  3  cents  per  mile  for  second-class  passen- 
gers, the  former  rates  having  been  8i  to  10  cents  per  mile  first  class  and  41  to  5 
cents  second  class. 

The  material  reductions  in  the  local  freight  rates  for  staple  articles  shown 
in  the  letter  to  Mr.  Pepperman  have  left  the  average  earnings  on  local  freight 
$3.89  per  ton.  The  average  cost  per  ton  for  the  transportation  is  |3.06,  thus 
leaving  but  a  small  margin  of  profit. 

Very  respectfully,  R.  L.  Walkeb, 

The  Secretaby  of  Wab.  ^''"^^  Manager, 


Panama  Railroad  Company, 

Washington,  April  11,  1906. 

Bear  Sib:  Referring  to  our  conversation  this  morning,  I  beg  to  advise  that 
our  freight  rates  from  New  York  to  Central  America  and  Mexico  on  cargo 
billed  by  weight  were  reduced  about  10  per  cent  last  December,  in  order  to 
make  our  rates  as  low  as  those  from  Europe  via  the  Isthmus  to  the  same 
territory. 

No  material  change  was  made  in  the  rates  for  cargo  billed  by  measurement 
from  New  York,  because  they  were  already  as  low  as  the  measurement  rates 
from  Europe  to  Central  America  and  Mexico. 

Roughly  speaking,  the  cargo  billed  by  weight  to  those  destinations  may  be 
25  per  cent  of  the  whole.  I  have  pointed  out  to  Mr.  Schwerln  that  his  propor- 
tion of  the  reduction  can  not  be  anything  like  the  $30,000  which  he  mentioned 
when  giving  testimony  to  the  Senate  Committee  on  Interoceanic  Canals  Jan- 
uary 31.     (Page  510  of  the  printed  hearings.) 

Very  respectfully,  R.  L.  Walker, 

The  Secretary  or  War.  ^''^^  Manager. 

Panama  Railroad  Company, 

yew  Yorky  April  11,  1906. 

Sir  :  Regarding  the  flat  rate  of  $2  per  ton  recommended  by  Mr.  Wallace,  such 
an  arrangement  would  be  unfair  to  all  interests. 

First.  The  average  cost  for  hauling  freight  on  the  Isthmus  is  $3.06  per  ton, 
to  which  must  be  added  for  through  steamship  freight  70  cents  per  ton  terminal 
expenses — a  total  cost  of  $3.76  per  ton. 

Second.. No  steamship  line  operating  to  the  Isthmus  would  be  willing  to  pay 
the  railroad  a  flat  rate  on  all  cargo  to  cover  our  cost.  They  are  obliged  to 
make  through  rates  low  for  cheap  goods  of  a  dense  character  and  average  up 
by  higher  rates  for  more  valuable  goods  requiring  more  room  for  stowage  and 
care  in  handling.  Steamships  would  not  accept  the  low-class  freight  and  pay 
us  a  high  arbitrary  rate,  and  low-class  freight  would  thus  be  denied  the  benefit 
of  isthmian  transit.  Our  present  practice  of  sharing  pro  rata  with  the  steam- 
ship lines,  thus  receiving  a  higher  revenue  on  some  classes  of  goods  *than  on 
others,  is  the  system  desired  by  the  steamship  lines  connecting  with  our  railroad 
There  is  no  demand  for  a  flat  rate. 

Third.  I  understand  that  Mr.  Wallace  has  a  theory  that  a  flat  rate  would 
approximate  conditions  that  will  become  effective  when  commerce  moves 
through  the  canal.  As  a  matter  of  fact,  conditions  will  differ  totally.  The 
tolls  to  be  charged  a  vessel  passing  through  the  canal  will  naturally  be  fixed 
on  the  principle  that  prevails  at  Suez,  a  fixed  rate  per  ton  on  the  carrying 
capacity  of  the  vessel.  Each  vessel  will  thus  pay  a  lump  sum  for  passing 
through  the  canal,  whether  she  be  fully  or  only  partially  loaded,  whether  she  be 
filled  with  few  tons  of  light  cargo  or  many  tons  of  heavy  cargo ;  and  the  lamp 
sum  paid  by  the  vessel  distributed  over  the  cargo  laden  on  board  will  make  a 
different  average  rate  per  ton  on  a  mixed  cargo  every  time  the  v^sel  goes 
through  the  canal. 

Very  respectfully,  R.  L.  Walker, 

Traffic  Managers 

The  Secretary  of  War. 
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New  York,  January  18,  1906, 
Mr.  W.  Leon  Peppebman, 

Assistant  Chief  of  Office,  Isthmian  Canal  Affairs, 

Washington^  D,  C. 
Deab  Sib:   Referring  to  our  conversation  by  telephone  this  afternoon,  I  beg 
to  advise  that  our  class  rates  are  as  follows  per  ton  weight  or  measurement,  at. 
our  option,  New  York  to  Colon : 


D. 

$20.00 


$10.00 


$8.00        $6.00        $5.00 


These  rates  went  Into  effect  September  15,  1903,  and  I  inclose  copy  of  the 
tariff  (Exhibit  A),  which  will  show  some  special  rates  should  you  need  to 
consult  it.  The  bulk  of  the  business  moves  under  fourth-class  rate,  which  is 
about  the  same  as  for  coarse  goods  from  Europe  to  Colon,  and  sailing  vessels 
from  here  want  nearly  as  much. 

New  York  to  Panama,  July  20,  1905,  the  rates  were  made,  at  our  option : 

D  class,  $1.12  per  cubic  foot,  or  $2.24  per  100  pounds. 

First  class,  56  cents  per  cubic  foot,  or  $1.12  per  100  pounds. 

Second  class,  32  cents  per  cubic  foot,  or  64  cents  per  100  pounds. 

Third  class,  28  cents  per  cubic  foot,  or  56  cents  per  100  pounds. 

Fourth  class,  22  cents  per  cubic  foot,  or  44  cents  per  100  pounds. 

I  also  inclose  tariff  showing  the  above  and  exceptions  (Exhibit  B). 

Prior  to  July  20  last  the  rates  from  New  York  to  Panama  were,  at  our  option : 

D  class,  $1.20  per  cubic  foot,  or  $2.40  per  100  pounds. 

First  class,  70  cents  per  cubic  foot,  or  $1.40  per  100  pounds. 

Second  class,  60  cents  per  cubic  foot,  or  $1.20  per  100  pounds. 

Third  class,  54  cents  per  cubic  foot,  or  $1.08  per  100  pounds. 

Fourth  class,  36  cents  per  cubic  foot,  or  72  cents  per  1(X)  pounds. 

Special  class  (on  10-ton  lots  of  fourth-class  freight),  33  cents  per  cubic  foot,  or 
66  cents  per  100  pounds. 

You  will  note  that  the  rates  on  third-class  goods  have  been  cut  nearly  In  half, 
while  on  fourth-class  goods,  which  formerly  paid  different  rates  according  to 
whether  the  lots  were  10  tons  or  less,  the  present  rate  for  any  quantity  is  from 
153^  per  cent  to  39  per  cent  less.  Europe  followed  our  lead  in  reducing  rates 
correspondingly  to  Panama. 

The  entire  classification  for  the  Isthmus  transit  has  been  changed,  so  that 
oomparisoDS  can  only  be  made  article  by  article.  The  reductions  may  be  seen 
by  comparing  the  following  staples : 


Beer 

Biscuits 

Beef  (salted). 

Butter 

Beans '.. 

Codfish. 


Canned  fifoods. 

Cement 

Ciffarettes 


lour 

Groceries. 
Ice. 


Lard 

Lumber  (carload)  .. 

Meat  (fresh) 

Molasses  (in  wood) . 
Milk  (condensed)  .. 
Nails. 


Oil  ( mach  ine ) 

Petroleum,  refined  (carloads)  . 

Potatoes 

Provisions 

Rum  ( in  glass) 

Rum  (in  wood) 

Soap  (common) 


Tobacco  (manufactured) . 
Vegetables 


8 
2 
4 
2 
4 
3 
2 
5 
1 
1 
4 
2 
4 
4 
6 
1 
4 
2 
4 
3 
4 
4  I 

ii 

4  I 

Dl  1 

2 


TariiT  July  16,1906, 
per  100  pounds. 


10  miles.  I  60  miles. 


Tariff  of 
1892,  per  100 
pounds,  aU 
distances. 


r 

$0.21  1 
.25  I 
.17  1 
.26 
.17 
.21  I 

.25  ; 

.13 

.30 

.80 

.17 

.25  I 

.17 

.17 

.13 

.30 

.17 

.25 

.17 

.21 

.17 

.17 

.17 

.80 

.17 

.17 

.17 

.60 

.26 


$0.34 
.44 
.28 
.44 
.23 
.34 
.44 
.20 
.60 
.60 
.23 
.44 
.23 
.23 
.20 
.60 
.23 
.44 
.23 
.81 
.28 
.23 
.23 
.50 
.23 
.28 
.28 
1.00 
.44 


$0.40 
.60 
.60 
.60 
.50 
.60 
.80 
.20 

1.20 

1.40 
.60 

1.20 
.60 
.60 
.26 
.70 
.70 

1.20 
.60 
.76 
.80 
.60 
.60 
.50 
.60 
.40 
.70 

1.20 
.60 


2634  INVESTIGATION   OF   PANAMA  CANAL   MATTEBS. 

Considering  that  when  any  of  the  articles  shipped  are  the  produce  of  the 
Isthmus,  we  must  carry  them  at  one-half  of  the  tariff  rates  in  accordance  wltb 
the  contract  between  Colombia  and  her  assigns,  and  considering  that  we  are 
called  upon  ta  pay  a  franchise  tax  of  $5,000  per  mile  per  annum  to  the  assigns 
or  successors  of  Colombia,  which  was  equivalent  to  about  67  cents  a  ton  on 
the  commercial  freight  carried  on  the  road  last  year,  it  was  not  thought  that  we 
could  make  the  rates,  even  on  the  low-class  goods,  any  less  than  shown  above- 
rates  which,  for  distances  not  in  excess  of  10  miles,  show  a  very  material  re- 
duction. I  have  omitted  the  rates  for  intermediate  distances  of  20,  30,  and  40 
miles,  so  as  not  to  burden  the  Illustration. 

Yours,  truly,  R.  L.  Walker, 

Traffic  Manager. 


Exhibit  18. 

Panama,  April  4,  ^905, 
Mr.  John  F.  Waujlce. 

Chief  Engineer,  Isthmian  Canal  Commission,  Washington,  D.  C. 
Deab  Sib  :  I  submit  herewith  the  following  report  of  operations  for  the  week 
ending  April  1 : 

[Mr.  Charles  List,  resident  engineer,  CristobaL] 

Two  parties  have  been  doing  topographical  work  from  Mindi  to  Gatuncillo, 
with  very  good  results,  this  work  being  almost  completed. 

One  party  has  been  assisting  the  engineers  of  the  U.  S.  Geodetic  Survey 
steamer  Bache  on  their  base  line,  and  arranging  signals  for  triangulating  the 
country  between  Cristobal  and  Bohlo. 

The  boring  party  has  been  occupied  with  the  topographical  party,  and  no 
boring  has  been  done. 

At  wharf  No.  14  a  few  piles  have  been  driven,  and  what  decking  remained 
on  hand  has  been  placed.  The  wharf  house  adjoining  14  has  been  partly  taken 
down  to  make  room  for  two  tracks  parallel  to  the  wharf.  The  surroundings  of 
that  wharf  have  been  cleaned  up  as  a  precaution  against  fire. 

Nothing  has  been  done  to  wharf  No.  11.  A  portion  of  the  men  engaged  upon 
this  work  have  been  sent  to  Culebra  for  the  purpose  of  extending  the  colverts 
for  double  tracking  between  Cucuracha  and  Pedro  Miguel. 

Considerable  has  been  done  in  the  way  of  track  repairs,  and  a  provisional 
track  has  been  laid  Into  the  old  locomotive  shed  near  wharf  No.  3,  In  order  to 
get  at  the  locomotives  stored  there. 

[A.  B.  Nichols,  assistant  en  .Ineer,  Gatun.] 

Surveys  have  been  made  near  K.  10  and  in  the  region  northeast  of  Lion  Hill 
station 

The  survey  of  the  Panama  Railroad  between  bridges  12  and  29  has  been  com- 
pleted. 

Center  lines  have  been  run  for  borings  in  the  neighborhood  of  K.  10  and  the 
west  diversion. 

Test  borings  have  been  completed  with  the  exception  of  No.  75  and  an  addi- 
tional hole  to  be  put  down  at  Gatun  Island  to  locate  the  rock  surface  at  that 
point.  It  Is  known  that  this  rock  surface  is  below  — 172,  and  by  fixing  it  defi- 
nitely the  rock  section  across  the  valley  can  be  shown  approximately. 

[Mr.  H.  F.  Dose,  resident  engineer,  Bohlo,  and  Mr.  Boyd  Ehle,  resident  engineer,  Bas  Obispo.] 

Mr.  Ehle  having  been  transferred  to  Culebra  to  act  as  division  engineer  dur- 
ing my  absence,  Mr.  Dose  has  been  placed  in  charge  of  the  work  at  that  point, 
which  he  will  carry  on  in  connection  with  the  work  tliat  he  has  been  doing. 

He  has  continued  the  borings  that  were  being  carried  on  by  his  own  party 
and  also  those  that  were  being  done  under  the  direction  of  Mr.  Ehle. 

Borings  have  been  started  in  the  vicinity  of  Pedro  Mlgruel,  and  the  party  at 
that  point  has  commenced  work  toward  Culebra,  taking  borings  at  first  at  every 
kilometer. 


I 
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CULEBBA. 

Mr.  Boyd  Ehle  has  been  appointed  acting  division  engineer  to  take  ebarge  of 
work  at  Culebra  during  my  absence. 

During  the  week  30,138.2  cubic  yards  have  been  taken  out  of  the  cut,  making 
a  daily  average  of  5,026  cubic  yards. , 

A  department  of  mining  has  been  established  and  put  in  charge  of  Mr. 
Frederick  Bennett  as  superintendent  of  mining. 

Track  work  is  being  pushed  as  rapidly  as  the  lack  of  proper  track  foremen 
will  permit 

Surveys  and  technical  work. — ^The  survey  of  ground  at  Miraflores  that  is  to 
be  used  for  shops  has  been  nearly  completed. 

The  plat  of  the  valley  between  Paraiso  and  Pedro  Miguel,  which  was  not  sur- 
veyed the  week  previous,  has  been  completed. 

Markers  Indicating  extreme  canal  slopes  at  points  about  Paraiso  have  been 
placed,  and  map  has  been  prepared  of  the  tracks  l>etween  the  Panama  Railroad 
and  Lirio,  with  a  view  of  establishing  new  dumps  on  the  west  side  of  the  canal 
near  the  village  of  Lirio. 

A  survey  has  been  started  to  get  the  location  of  buildings  in  the  village  of 
Culebra  that  will  fall  within  the  proposed  line  of.  canal  excavation. 

Surveys  for  the  new  line  for  the  Gamboa  track  have  been  renewed. 

Cross  sections  for  monthly  estimate  of  quantities  excavated  have  been  taken. 

The  work  of  extension  of  culverts  along  the  old  Panama  Railroad,  between 
Paraiso  and  Pedro  Miguel,  has  been  carried  on,  and  preparations  are  being  made 
to  continue  this  work  for  double  tracking  the  Panama  Raihroad  from  Pedro 
Miguel  to  La  Boca  "  Y." 

A  detail  from  the  engineering  force  has  been  made  to  inspect  the  bridges  of 
the  Panama  Railroad,  and  this  work  has  been  begun. 

[C.  E.  Day  is,  engineer,  waterworks  and  sewers.] 

The  waste  pipe  from  the  Rio  Grande  dam,  which  had  been  opened  for  the  pur- 
pose of  lowering  the  surface  of  the  water  in  the  reservoir,  has  been  closed,  and 
the  water  is  now^  at  elevation  227. 

On  the  supply  line  from  Rio  Grande  reservoir  to  Panama  connection  has  been 
made  between  the  20-inch  galvanized  pipe  and  the  16-inch  cast-iron  pipe. 

Specials  have  been  laid  for  crossing  under  the  tracks  of  the  Panama  Railroad 
at  the  upper  end  of  the  line. 

At  the  Ancon  section  the  6-inch  cast-iron  pipe  has  been  completed.  In  the 
streets  of  Panama  about  600  feet  of  cast-Iron  pipe  has  been  laid. 

About  250  feet  of  8-inch  sewer  pipe  has  been  laid  at  Panama,  and  8  man- 
holes completed. 

At  Culebra  the  collection  reservoir  and  pump  well  have  been  completed,  and 
a  6-inch  main  has  been  laid  as  far  as  the  hotel. 

About  400  feet  of  6-inch  cast-iron  pipe  has  been  laid  for  the  water  supply  at 
Culebra  cut. 

At  Gorgona  work  has  been  commenced  upon  the  new  reservoir  made  neces- 
sary by  the  authorization  of  the  hotel  building  at  that  point. 

Commencement  has  also  been  made  on  a  6-inch  fire  line  for  Bas  Matachin 
shops. 

At  Colon  a  Decauville  track  for  Mindi  division  has  been  extended  about  1,500 
feet  toward  the  Brazos  Brook  reservoir,  and  the  gang  has  been  engaged  in 
clearing  and  grubbing  at  the  reservoir  site. 

[M.  O.  Johnson,  snperyising  architect.] 

At  La  Boca  wharf  864  feet  of  piling  has  been  driven  and  2,160  feet  of  lum- 
ber put  in  place. 

At  Ancon  Hospital  a  force  of  282  men  of  all  kinds  have  been  employed  during 
the  week. 

At  Corozal  a  force  of  50  carpenters  have  been  working  during  the  week,  mak- 
ing fair  progress. 

At  Culebra  a  force  of  79  carpenters  have  been  working  on  the  bachelor  quar- 
ters, and  also  a  force  of  26  painters.  All  of  the  upper  story  of  this  building 
is  occupied  and  a  portion  of  the  second  story,  and  in  about  a  week  the  remain- 
der of  the  building  will  be  ready  for  use. 

The  usual  force  has  been  engaged  in  repairs  to  buildings  at  La  Boca,  Ancon, 
Corozal,  Miraflores,  Paraiso,  Bas  Matachin,  Gorgona,  and  Cristobal. 
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[C.  A.  Strom,  mechanical  engineer.] 

Bas  Matachhi  shop. — Locomotive  No.  31  was  completely  overhauled  and  re- 
paired.    Continued  repairs  to  two  locomotives. 

Twenty- two  French  dump  cars  completely  overhauled,  22  of  which  had  the 
wheels  spread  to  5-foot  gauge. 

Completed  the  construction  of  one  brak^  car  for  use  of  trains  at  Culebra. 

Foundry, — The  following  castings  have  been  made :  Two  pile-driver  hammers 
for  La  Boca ;  3  corbel  Is,  9  strutts,  and  21  plates  for  Gorgona  bachelor  quarters ; 
21  covers  and  12  manhole  heads  for  Panama  sewers,  and  various  smaller 
castings. 

Empire  shops. — Completely  overhauled  3  locomotives.  Nos.  d2,  158,  and  200. 
Continued  overhauling  8  locomotives,  and  commenced  work  upon  2  others, 
Nos.  72  and  182. 

Special  repairs  to  two  locomotives  received  from  Culebra  have  been  completed. 

General  repairs  have  been  continued  on  two  locomotives  received  from 
Culebra. 

Fifteen  French  dump  cars  have  been  overhauled. 

Fifty-five  French  dump  cars  near  Culebra  have  been  prepared  for  removal  to 
shops. 

The  pile  driver  which  was  Converted  from  an  Osgood  steam  shovel  has  been 
completed. 

One  old  French  lathe  IC  inches  by  10  feet  has  been  installed  and  put  In 
operation  in  machine  shop. 

In  the  woodwprking  shop  the  placing  of  shafting  and  machinery  has  been 
continued. 

Cristobal  shops. — The  overhauling  of  engine  and  boiler  for  tie-boring  machine 
has  been  begun. 

The  work  on  screens  for  Ancon  and  Rio  Grande  reservoirs  has  continued. 

The  work  of  getting  dump  cars  out  of  the  jungle  has  been  continued. 

The  overhauling  of  two  locomotives  has  been  commenced. 

The  shafting  and  woodworking  tools  for  temporary  wood  shop  have  been  over- 
hauled and  Installed.  Several  forges  have  been  completed  and  installed  for 
temporary  blacksmith  shop. 

EMPLOYEES. 

The  number  of  men  at  work  on  March  29,  as  shown  by  the  dally  force  report 
of  that  date,  was  as  follows : 

Silver  men _ 4, 104 

Gold  men 675 

Total 4,779 

Very  respectfully, 

W.  E.  Dauchy,  Acting  Chief  Engineer. 


Panama,  April  12,  1905. 
Mr.  John  F.  Wallace, 

Chief  Engineer,  Isthmian  Canal  Commission,  Washington,  D.  C. 
Deab  Sir:  I  submit  herewith  the  following  brief  report  of  operations  In  the 
engineering  and  construction  department  for  the  week  ending  April  8, 1905 : 

[F.  B.  Maltbv,  division  engineer,  Cristobal.] 

The  work  of  making  topographical  surveys  and  the  new  location  for  the 
Panama  Railroad  between  Monkey  Hill  and  Gatun  has  been  continued,  and  also 
a  selection  of  sites  for  trlangulation  points  and  the  erection  of  monuments  for 
same. 

Work  on  wharf  14  has  been  practically  suspended.  The  work  of  repairing 
existing  tracks  in  the  vicinity  of  wharf  14  has  been  continued,  and  some  work 
done  on  the  yard  tracks  at  Fox  River. 

The  party  under  Mr.  Nichols  spent  a  part  of  the  week  developing  the  topog- 
raphy along  the  canal  near  K.  10  and  is  working  on  maps  and  tabulated  state- 
ments to  accompany  his  final  report 

Mr.  List,  resident  engineer  at  Cristobal,  resigned  April  8,  and  his  resignation 
was  accepted. 
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[H.  P.  Dose,  resident  engineer,  Bohio.] 

The  boring  party  at  San  Pablo  darn  site  has  completed  two  additional  boles. 

Two  boring  parties  have  been  engaged  along  the  center  line  of  the  canal 
above  Las  Cascadas  and  one  party  on  the  tunnel  line  toward  the  Gatuncillo 
watershed. 

The  surveying  party  at  Bas  Obispo  have  been  closing  up  some  work  in  the 
vicinity  of  Gamboa  dam.  This  work  will  be  completed  in  about  ten  days,  at 
which  time  the  topographical  surveys  pertaining  to  the  control  of  the  difiTerent 
streams  entering  the  Chagres  below  Gamboa  will  be  continued. 

[Boyd  Ehle,  acting  division  engineer,  Cnlebra.] 

Construction. — ^The  total  number  of  yards  taken  out  of  Culebra  during  the 
week  was  33,^61,  being  an  average  of  5,593  cubic  yards  per  day. 

Surveys  and  technical  work. — ^The  surveys  at  Miraflores  have  been  completed. 
A  plat  has  been  made  of  the  village  of  Culebra,  showing  the  property  that  will 
come  within  the  slope  of  the  canal. 

Clearings  for  levels  to  be  taken  along  the  center  line  of  the  canal  from  Bas 
Obispo  are  being  made,  and  various  surveys  for  additional  topography  have 
been  in  progress. 

The  detail  engaged  upon  inspection  of  the  bridges  of  the  Panama  Railroad 
has  about  completed  its  work. 

A  large  part  of  the  force  have  been  engaged  in  making  estimates  of  quan- 
tities of  amount  of  material  taken  out  during  the  month  of  March. 

[A.  C.  Harper,  resident  engineer,  La  Boca.] 

A  mareograph  has  been  installed  in  the  tidal  station  at  the  end  of  La  Boca 
I  pier  and  is  now  in  operation. 

I  Five  thousand  nine  hundred  feet  of  line  have  been  cleared  on  the  center  line 

I  and  cross  lines  for  topography,  and  stations  have  been  set  from  159  to  173. 

[C.  E.  Davis,  engineer,  waterworks  and  sewers.] 

Supply  line  from  Rio  Orande  reservoir  to  Panama, — Piles  for  a  temporary 
bridge  across  the  canal  cut  near  Pedro  Miguel  have  been  driven.  Pipe  is  now 
being  laid  to  fill  in  this  gap. 

A  number  of  specials  have  been  set,  and  the  work  of  concreting  about  the 
galvanized  pipe  at  the  upper  end  of  the  line  has  been  continued. 

Distribution  pipe  line  for  the  city  of  Panama. — A  certain  amount  of  8-lnch 
pipe  ordered  for  other  places  on  the  Isthmus  having  arrived  by  steamer  from 
New  Orleans,  it  has  been  diverted  to  Panama.    This  has  enabled  the  construe- 
:  tion  work  to  proceed  upon  Central  avenue. 

!  Tne  amount  of  pipe  laid  during  the  week  is  as  follows :   Seven  hundred  and 

I  sixty-four  feet  of  6-inch  pipe  and  177  feet  of  8-inch  pipe  in  Panaman  sewers. 

Sewers  have  been  laid  where  pipe  trench  has  been  opened  on  Central  avenue. 

The  amount  of  sewer  pipe  laid  during  the  week  was  493  feet  of  8-inch  pipe  and 
220  feet  of  12-inch  pipe. 

Culebra  waterworks. — The  construction  of  the  reservoir  upon  the  hill  has  been 
begun.     A  small  amount  of  4-inch  pipe  has  been  laid. 

Gorgona  waterworks. — Work  has  been  commenced  upon  the  dam  made  neces- 
sary by  increasing  the  water  supply  at  this  point. 

Work  has  been  continued  upon  the  6-lnch  fire  line  for  the  mechanical  shops  at 
Bas  Matachin. 

Colon  watericorks. — A  force  of  about  80  men  has  been  engaged  in  doing  pre- 
paratory work  and  in  laying  Decauville  track  to  Monkey  Hill  from  the  Brazos 
Brook  reservoir. 

[M.  O.  Johnson,  supervising  architect.] 

At  La  Boca  wharf  1,268  feet  of  piling  has  been  driven  and  4,000  feet  of  lumber 
put  in  place. 

At  Ancon  Hospital  a  force  of  200  men  has  been  employed  during  the  week. 

At  Corozal  fair  progress  has  been  made  upon  the  bachelor  quarters,  where  a 
force  of  114  men  has  been  employed.  Repairs  have  also  been  in  progress  upon 
the  colored  quarters  and  upon  the  quarters  for  married  men. 

At  Miraflores  3  houses  have  been  undergoing  repairs. 

At  Culebra  105  men  have  been  engaged  upon  the  bachelor  quarters,  which  are 
DOW  ready  for  occupancy,  although  some  work  remains  to  be  done. 

At  Cristobal  repairs  have  been  continued  on  15  houses,  and  the  usual  force  has 
been  at  work  upon  the  hospital. 
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[C.  A.  Strom,  mechanical  engineer.] 

Bas  Matachin  shops.— The  work  of  overhauling  locomotives  Nos.  26  and  58 
has  been  continued. 

Twenty-six  French  dump  cars  have  been  overhauled  and  put  In  shape  for 
service. 

A  large  number  of  castings  have  been  made,  consisting  of  manholes  for 
waterworlts  and  sewers,  locomotive  grate  bars,  oil  boxes  for  dump  cars,  eta 

Empire  shop. — ^Three  locomotives  have  been  completely  overhauled  and  wot* 
upon  four  others  continued. 

Special  repairs  on  two  locomotives  received  from  Culebra  have  been  com- 
pleted and  general  repairs  commenced  upon  two  others  received  from  that  place. 

Eighteen  French  dump  cars  have  been  overhauled  and  made  ready  for  service. 

The  work  of  placing  additional  machinery  in  the  woodworking  shop  has  been 
continued. 

Foundations  have  been  laid  for  the  band  saw  and  boring  machine,  and  these 
machines  have  been  installed. 

Cristobal  shops. — Work  has  been  begun  on  steam  pump  for  waterworks  and 
sewers  department. 

Work  has  been  continued  on  locomotives  and  overhauling  engine  for  tie-boring 
machine  and  various  smaller  repairs. 

EMPLOYEES. 

The  number  of  men  at  work  on  April  5  was  as  follows : 

Silver  men 4, 181 

Gold  men 721 

Total 4,902 

Very  resiiectfully,  W.  E.  Dauchy, 

Acting  Chief  Engineer. 


Colon.  April  13,  1905. 
Mr.  John  F.  Wallace, 

Chief  Engineer  Isthmian  Canal,  Evening  Star  BiiiMing. 

Washington,  D.  C. 

Deab  Sib  :  The  character  of  the  men  who  have  recently  been  coming  out  from 
Washington  are  no  Improvement  on  those  we  have  been  getting  heretofore — in 
fact,  the  conditions  are  a  little  more  aggravating  owing  to  the  fact  that  they 
have  been  sending  out  some  higher  price  men  who  are  of  no  u?e  to  us  whatever. 
I  call  your  attention  to  the  following  instances : 

One,  Gradlson,  Culebra,  supervisor  of  excavation,  $175  per  month,  former 
experience.  Government  work  In  Tennessee.  Claims  to  have  had  experience 
around  steam  shovels,  but  the  work  he  has  done  since  coming  here  would  indi- 
cate that  he  knows  nothing  about  It.     He  Is  of  no  use  to  us. 

Penny,  sent  here  as  supervisor  of  pumps,  at  $175  per  month.  According  to 
his  statement  he  has  had  considerable  experience  on  contract  work,  but  he  is 
evidently  not  the  man  we  want  here.  He  is  not  capable  and  hustling  and  getting 
work  out  of  men. 

Anthony,  supervisor  of  tracks,  at  $175  per  month.  Has  had  no  experience 
on  track  work  at  all. 

I  also  understand  from  Mr.  Ehle  that  several  of  the  yardmasters  who  have 
recently  arrived  and  are  getting  $140  and  $150  per  month,  are  of  little  or  no 
value,  but  we  have  not  as  yet  had  opportunity  to  fully  determine  their  ability. 

In  going  through  Culebra  this  morning  I  found  that  the  labor  situation,  owing 
to  delayed  pay  day,  is  quite  serious.  The  men  are  doing  little  or  nothing,  and 
are  attempting  to  work  when  they  have  been  without  food  and  are  physically 
unable  to  do  manual  labor.  One  or  two  individual  cases  that  came  under 
my  notice  were  really  pitiable.  In  this  connection  I  inclose  you  a  clipping  front 
the  Panama  Star  and  Herald  of  this  date. 

Very  truly,  yours,  W.  E.  Dauchy, 

Acting  Chief  Engineer, 
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Panama,  April  11,  1905. 
Mr.  JoLHN  F.  Waixace, 

Chief  Engineer  Isthmian  Canal  Commission, 

Washington,  D.  C. 

Deab  Sib  :  On  Saturday,  the  15th,  I  received  your  cable  message  In  regard  to 
turning  over  the  contract  laborers  received  from  the  Panama  Railroad  to 
Mr.  Prescott  I  am  arranging  to  do  this  as  soon  at  Mr.  Prescott  can  arrange 
for  quarters  for  the  men. 

This  will  relieve  the  difficulty*  of  having  to  keep  track  of  so  many  different 
rates  of  pay,  but  it  will  probably  make  us  short  of  laborers  for  a  time,  as  Mr. 
Prescott  tells  me  he  has  very  few  men  to  release  that  are  not  contract  men. 

I  have  just  returned  from  a  trip  to  Culebra,  and  want  to  again  call  your 
attention  to  the  kind  of  men  that  are  being  sent  to  us  from  Washington.  Last 
week  we  received  8  foremen,  at  $100  per  month  each,  who  are  practically  of  no 
service  to  us.  These  men  have  been  employed  in  various  capacities,  but  none 
of  them  upon  railroad  work. 

One  was  foreman  for  a  contractor  upon  general  city  work  in  Philadelphia; 
another  was  a  foreman  having  had  charge  of  the  erection  of  telegraph  poles; 
another  was  a  foreman  in  a  stone  quarry ;  and  still  another  one  had  charge  of 
a  lot  of  mules  in  Government  service. 

These  men  are  not  only  of  Jio  service  to  us  at  all,  but  are  a  detriment  to  the 
work  in  two  ways : 

In  the  first  place,  the  cost  of  their  salaries  increases  the  cost  of  the  output; 
and  in  the  next  place,  they  retard  the  work  in  this  way :  They  are  put  in  charge 
of  a  gang  of  men  and  a  certain  reliance  must  of  necessity  be  placed  upon  them, 
ttnd  as  no  satisfactory  results  are  obtained  from  their  service  we  not  only  lose 
the  services  of  the  foreman  himself,  but  of  the  men  that  he  has  in  charge. 

We  have  tried  to  use  these  men  as  dump  foremen  and  are  still  doing  so,  but 
it  is  very  necessary  that  we  have  men  for  such  positions  that  know  something 
about  tracks,  as  they  not  only  have  to  look  after  the  dumping  of  cars,  but  the 
continual  throwing  of  track,  and  sometimes  quite  a  little  track  surfacing. 

We  have  not  as  yet  received  a  single  track  foreman  from  the  States,  not- 
withstanding the  fact  that  four  months  have  elapsed  since  we  stated  our  press- 
ing necessities  in  that  line ;  nor  have  we  as  yet  received  any  track  tools,  requisi- 
tions for  same  having  been  in  since  last  November. 

I  wish  to  state  that  we  have  now  practically  reached  our  limit  of  any  expan- 
sion of  the  work  at  Culebra  until  we  get  a  large  number  of  track  foremen. 

The  rains  have  now  started  at  Culebra.  It  is  going  to  be  necessary  for  us  to 
use  all  the  track  foremen  that  we  have  there  at  the  present  time  in  keeping 
the  tracks  already  laid  in  serviceable  condition. 

In  fact,  we  have  not  enough  men  for  this  purpose,  particularly  as  these  tracks 
have  not  been  put  In  proi)er  condition  during  the  dry  weather,  owing  to  this 
same  lack  of  foremen  and  lack  of  track  tools. 

The  only  track  tools  that  we  have  received  to  apply  u[»on  our  requisitions 
have  been  some  hand  cars  and  rubble  cars,  which  have  just  arr!\en  at  Culebra. 

Since  we  first  stated  our  .needs  for  track  foremen  and  track  tools,  850  men 
have  been  added  to  our  forces,  and  since  that  time  we  have  had  no  incrense 
whatever  In  track  foremen  nor  track  tools,  except  the  few  thut  we  obtained  from 
the  Panama  Railroad  about  a  month  ago. 

Since  our  request  went  In  in  December  for  additional  foremen,  G  additional 
steam  shovels  have  been  put  to  work,  and  our  train  service  has  been  increased 
to  about  three  times  what  it  was.  The  amount  of  track  to  b^-^  maintained  has 
increased  In  the  same  proportion. 

It  has  been  necessary  to  use  every  available  track  foreman  to  lay  the  addi- 
tional tracks  necessary  to  expand  our  output  to  what  it  Is  at  present,  and  prac- 
tically no  work  has  been  done  upon  the  maintenance  work. 

The  rains  have  now  started  at  Culebra.     It  rained  very  Iiard  there  Saturday 
and  was  raining  again  there  to-day,  and  in  order  to  keep  things  running  on  the 
present  basis  it  is  going  to  be  necessary  to  put  what  foremen  we  liave  upon 
maintenance  work,  which  will  practically  stop  all  new  track  laying. 
Very  respectfully, 

W.  E.  Dauchy,  Acting  Chief  Engineer. 


J 
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Panama,  April  17,  1905. 
Mr.  John  F.  Wallace, 

Chief  Engineer  Isthmian  Canal  Commission,  Washington,  D.  C 
Dear  Sm :  Up  to  the  night  of  the  15th  instant,  we  had  taken  out  at  Culebra 
75,848  cubic  yards  of  material.  I  have  expected  to  get  out  about  15(;.000  cubic 
yards  this  month,  but  as  the  present  week  is  holy  week,  in  which  It  is  almost 
impossible  to  get  any  labor  done  in  this  country,  and  owin^  to  the  further  fact 
that  the  governor  has  issued  a  proclamation  making  Thursday  and  Friday  of 
this  week  both  holidays,  we  have  left  but  ten  more  working  days  \\\  rhls  montli, 
including  to-day,  and  probably  but  a  small  proportion  of  the  force  will  work  at 
all  between  now  and  Easter  Sunday. 
Yours,  truly, 

W.  E.  Dauchy,  Acting  Chief  Engineer, 


Panama,  April  17,  1905. 
Mr.  John  F.  Wali^ce, 

Chief  Engineer'  Isthmian  Canal  Commission,  Washington,  D,  C. 
Deab  Sib:  I  submit  herewith  the  following  brief  report  of  operations  in  tlie 
construction  and  engineering  department  for  the  Week  ending  April  15,  1905: 

[F.  B.  Maltby,  division  engineer,  Ci'istobal] 

The  work  of  reconnoissance  and  building  of  stations  for  trlangulation,  also 
topographical  work  south  of  Gatun,  has  been  continued. 

The  work  of  the  relocation  of  the  Panama  Railroad  between  Gatundllo  Bridge 
and  Monkey  Hill  has  been  continued. 

Track  work  has  been  carried  on  in  Cristobal  yard  and  leading  Into  the  machine 
shop. 

The  work  of  reconstructing  the  light  lumber  wharf  in  the  vicinity  of  maga- 
zine No.  4  has  been  continued,  with  a  very  small  force. 

Oatun  section, — Mr.  Nichols  and  party  are  engaged  in  completing  drawings 
and  data  for  his  final  report  on  the  special  work  assigned  to  him. 

[H.  F.  Dose,  resident  engineer,  Bohlo.] 

Seven  boring  parties  have  been  at  work,  viz:  Two  on  the  San  Pablo  dam  * 
Bite,^  one  at  kilometer  50,  one  at  kilometer  51,  two  near  Paraiso,  one  on  the 
tunnel  line. 

Investigations  at  San  Pablo  are  completed.  At  Paraiso  19  borings  have 
been  made  since  March  24.  These  borings  are  taken  at  every  kilometer  where 
the  holes  are  extended  to  —40.  In  addition  to  these  holes  at  even  kilometers, 
holes  are  placed  every  500  feet,  but  are  only  extended. for  the  present  to  locate 
rock. 

The  boring  party  on  the  tunnel  line  started  on-  the  third  hole  early  in  the 
week. 

The  survey  party  at  Bas  Obispo  has  been  filling  in  topography  between 
Gamboa  dam  and  the  Panama  Railroad  tracks  below  Bas  Obispo. 

At  Bohio  survey  has  been  made  covering  the  territory  on  the  south  side  of 
the  Panama  Railroad  and  near  the  San  Pablo  dam  site. 

The  party  in  the  upper  Chagres  is  continuing  the  explorations  and  investiga- 
tions. 

[Boyd  Ehle,  acting  division  engineer,  Cnlebra.] 

ConMruction. — The  total  number  of  cubic  yards  taken  out  of  Culebra  during 
the  week  was  35,910,  being  an  average  of  5,985  cubic  yards  per  day. 

Steam  shovel  105,  the  fifth  of  the  70-ton  shovels,  was  started  to  work  on 
Monday,  making  7  shovels  working  in  all. 

Excavator  18  was  also  started  up  on  Monday  for  the  purpose  of  cutting  a  hole 
through  the  obstruction  at  the  south  end  of  the  cut.  This  machine  has  been 
working  quite  poorly  and  we  have  numerous  breakdowns. 

Excavator  52  was  out  of  commission  the  whole  week  on  account  of  boiler 
repairs. 

Surveys  and  technical  icork, — Inspection  has  been  completed  of  all  bridges 
on  the  Panama  Railroad.    Calculations  of  strains  are  under  way. 
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Surveys  have  been  made  for  tracks  at  Bas  Matachin  and  for  numerous 
tracks  leading  to  the  dumps. 

Work  on  the  extension  of  levels  from  Bas  Obispo  to  Bohio  is  under  way,  and 
for  the  location  of  the  center  line  from  Pedro  Miguel  to  La  Boca. 

The  work  of  extension  of  culverts  along  the  old  Panama  Railroad  between 
the  cut  and  Pedro  Miguel  Junction  has  been  in  progress. 

[A.  C.  Harper,  resident  engineer.  La  Boca.] 

Certain  triangulation  stations  have  been  established  and  about  3,500  linear 
feet  of  clearing  on  branch  lines,  for  topography,  has  been  done. 

[C.  E.  Davis,  engineer  of  waterworks  and  eewen.] 
PANAMA   WATERWORKS. 

Supply  line  from  Rio  Grande  reservoir  to  Panama. — ^The  entire  amount  of 
Id-inch  pipe  on  hand  has  been  laid,  together  with  all  specials.  The  completed 
pipe  line  extends  to  within  a  quarter  mile  of  Miraflores  station. 

Distribution  pipe  in  city  of  Panama, — Six  hundred  and  thirty-five  feet  of 
&-inch  pipe  and  141  feet  of  10-inch  pipe  has  been  laid. 

Panama  se^oers, — Nine  hundred  and  eighty-two  feet  of  8-inch  sewer  pipe 
and  44  feet  of  12-inch  sewer  pipe  has  been  laid. 

CX7LEBRA  WATERWORKS. 

Work  has  been  continued  on  the  6-inch  pipe  line  along  the  west  side  of  the 
cot,  for  mechanical  purposes. 

Empire  dam, — Work  has  been  in  progress  of  laying  Decauville  track  from  the 
Panama  Railroad  to  site  of  dam. 

GORGONA   WATERWORKS. 

Several  hundred  feet  of  6-inch  pipe  has  been  laid  leading  to  Bas  Matachin 
shops. 

COLON   WATERWORKS. 

Work  has  been  in  progress  of  laying  Decauville  track  from  the  Panama  Rail- 
road at  Mount  Hope  to  site  of  dam. 

[M.  O.  Jonnson,  supervising  architect.] 

At  La  Boca  wharf  1,403  feet  of  piling  has  been  driven  and  6,000  feet  of  lum- 
ber put  in  place. 

At  Ancon  Hospital  a  force  of  180  men  have  been  at  work. 

At  Corozal  a  force  of  300  men  have  been  at  work ;  125  of  them  were  engaged 
on  the  bachelor  quarters. 

At  Culebra  the  bachelor  quarters  are  completed,  and  the  kitchen  and  dining- 
room  service  has  been  established. 

At  Cristobal  a  force  of  289  men  has  been  at  work  upon  general  repairs  to 
buildings,  hospitals,  etc. 

[C.  A.  Strom,  mechanical  engineer.] 

Bas  Matachin  shop. — The  overhauling  of  one  locomotive  has  been  completed 
and  work  upon  two  others  continued. 

Work  upon  three  additional  locomotives  has  been  commenced. 

Thirty-five  French  dump  cars  have  been  overhauled. 

At  the  foundry  the  usual  number  of  castings  have  been  made. 

Empire  shop. — ^The  work  of  overhauling  two  locomotives  has  been  completed 
and  work  on  three  others  continued.  Work  has  been  started  on  six  additional 
locomotives. 

Twelve  dump  cars  have  been  overhauled  and  put  In  service. 

Cristobal  shop. — Commenced  work  of  overhauling  two  Cook  locomotives  and 
one  Rogers  switch  engine. 
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EMPLOYEES. 

The  number  of  men  at  work  on  April  12  was  as  follows : 

Silver  men 4,237 

Gold  men 790 

Total 5,027 

Very  respectfully, 

W.  B.  Daucht,  Acting  Chief  Engineer. 

Panama,  April  18,  1905, 
Mr.  John  F.  Wallace, 

Chief  Engineer  Isthmian  Canal  Commission,  Washington,  D,  C, 
Deab  Sir  :  I  have  just  cabled  to  you  as  follows : 

"  No  further  expansion  of  Culebra  work  possible  without  track  foremen. 
None  received  since  needs  stated  In  December.    Thirteen  |100-foremen,  no  rail- 
road experience,  received  last  two  steamers.    No  use  to  us.    No  track  tools 
received." 
The  13  men  referred  to  in  this  message  are  as  follows : 

1.  James  F.  Cody,  experience  during  the  past  few  years  has  been  on  pack 
trains  In  the  Philippines. 

2.  James  Hayes ;  states  he  has  had  no  experience  as  foreman  at  all. 

3.  Peter  J.  Quinn ;  claims  several  years'  experience  in  the  United  States  Sig- 
nal Corps,  as  private,  sergeant,  and  commissioned  officer. 

4.  James  J.  Tubman ;  six  years  in  the  United  States  Battalion  of  Engineers ; 
service  In  the  Philippines  as  superintendent  of  road  construction. 

5.  Charles  M.  Dodd;.was  in  the  stone  business  In  New  York;  superintendent 
of  the  Cuba  Stone  Quarry  Company  for  two  years ;  later  employed  on  excava- 
tion of  foundations  for  Pabst  Brewing  Company,  at  Habana,  Cuba. 

6.  Joseph  B.  Sampsell;  eleven  years'  experience  In  grading;  last  four  In  em- 
ploy of  Philadelphia  Gas  Company. 

7.  John  C.  Stevens;  employed  for  the  past  ten  years  as  foreman  for  varioas 
telephone  and  electric  companies  in  New  York,  setting  poles. 

The  above  men  were  all  received  last  week.  Yesterday  we  received  by 
steamer  the  following : 

8.  Thill ;  experienced  In  ship  rigging. 

9.  Montelln ;  foreman  In  plumbing  and  dry-dock  work. 

10.  Vance;  experienced  In  army  work,  fortifications,  magazines,  and  earth- 
works. 

11.  Russell ;  colored ;  sewerage  and  water. 

12.  Derrlg;  had  a  chemical  factory. 

13.  Logan;  experienced  at  ship  rigging. 

I  am  at  a  loss  as  to  what  to  do  with  these  men  and  will  probably  have  to 
discharge  them  all  within  a  week  or  two,  as  they  are  of  no  service  whatever 
to  us. 

The  man  who  has  had  experience  In  plumbing  work  I  am  turning  over  to 
Johnson,  and  am  trying  to  find  places  for  the  other  men. 

I  wish  you  would  arrange  to  stop  the  sending  of  this  kind  of  material  to  us. 
As  I  wrote  you  yesterday,  we  have  got  to  the  limit  of  any  expansion  at  Culebra 
without  track  foremen.  We  have  been  getting  along  with  makeshifts  until  the 
work  has  now  got  to  that  scale  that  it  can  not  be  handled  that  way  any  longer, 
and  it  Is  Imperative  that  we  have  experienced  men.  We  have  no  opportunity  at 
Culebra  for  running  a  kindergarten  in  track  work. 

Yours,  very  truly,  W.  B.  Daucht, 

Acting  Chief  Engineer. 


Panama,  April  f5,  1905. 
Mr.  John  F.  Wallace, 

Chief  Engineer  Isthmian  Canal  Commission,  Washington,  D.  C. 
Deab  Sm:  I  submit  herewith  the  following  brief  report  of  operations  in  the 
engineering  and  construction  department  for  the  week  ending  April  22,  1905 : 

[F.  B.  Maltby,  division  engineer,  Cristobftl.] 

The  work  has  been  continued  of  reconnoissance  and  building  stations  for  tri- 
angulation ;  also  for  the  relocation  of  the  Panama  Railroad  between  GatundUo 
bridge  and  Monkey  Hill. 
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A  party  has  been  engaged  in  making  surveys  of  tlie  yard  in  the  vicinity  of 
Cristobal,  locating  all  tracks,  buildings,  etc. 

Borings  are  in  progress  around  the  dry  dock  at  Cristobal  to  determine  the 
character  of  the  material,  with  a  view  to  enlargement  of  the  dock. 

Various  track  work  has  been  in  progress. 

A  small  force  has  been  working  on  the  light  lumber  wharf  in  the  vicinity  of 
magazine  No.  4,  13  new  bents  having  been  completed. 

Qatun  section. — ^A  party  under  Mr.  Nichols,  assistant  engineer,  has  completed 
drawings  and  tables  to  accompany  his  final  report  on  special  work  assigned  to 
him. 

Cross  sections  of  the  canal  have  been  taken  from  the  lower  end  of  Gatun 
Island  to  K.  10.3. 

One  small  boring  party  is  engaged  in  taking  borings  along  the  line  of  the 
canal.  ^ 

[H.  F.  Dose,  resident  engineer,  Bohio.] 

The  survey  of  the  upper  Chagres  for  the  purpose  of  locating  the  200-foot  con- 
tour for  the  right  fork  of  the  Chagres  River  has  been  completed  above  the 
junctioQ  of  the  Pequenl,  and  is  now  in  progress  on  the  Pequenl  branch. 

The  Pequenl  is  a  more  important  stream  than  the  Chagres  above  their  Junc- 
tion. The  fall  per  mile  is  considerably  less  and  the  discharge  probably  some- 
what greater.  , 

The  party  engaged  in  boring  on  the  tunnel  line  has  done  nothing  during  the 
week,  the  laborers  having  all  left  on  account  of  it  being  Holy  Week. 

At  Bas  Obispo  the  topographical  survey  has  been  in  progress,  covering  tha't 
portion  between  the  canal  and  the  Panama  Railroad. 

The  various  boring  parties  have  continued  work  intermittently  during  the 
week,  but  very  tittle  has  been  accomplished  on  account  of  the  holidays. 

[Boyd  Ehle,  acting  division  engineer.  Cnlebra.] 

The  work  at  Culebra  has  been  somewhat  interfered  with  during  the  week  on 
account  of  there  having  been  two  legal  holidays  according  to  the  governor's 
proclamation  and  the  disinclination  of  the  laborers  to  work  during  the  other 
days  of  the  week.    No  work  was  done  on  Good  Friday. 

The  total  number  of  cubic  yards  taken  out  during  the  week  was  27,471, 
being  an  average  of  5,494  yards  per  day  during  the  five  days  that  work  was 
carried  on. 

The  change  resulting  from  ttlrnlng  back  to  the  Panama  Railroad  Company 
some  200  laborers  whom  we.  received  from  them  also  interfered  somewhat  with 
the  work  and  has  made  a  reduction  in  the  force.  I  hope,  however,  that  this 
will  be  equalized  by  men  drifting  back  to  us  from  the  Panama  Railroad. 

The  beginning  of  the  rains  has  also  interfered  with  the  work  to  some  extent, 
on  account  of  the  bad  effect  they  are  having  on  the  tracks  and  dumps. 

Surveys  and  technical  work. — Surveys  have  been  made  for  new  tracks  and  a 
rearrangement  of  the  yard  at  the  foot  of  the  hill  leading  up  to  level  90. 

Several  surveys  of  lines  to  dumps  have  been  made,  cross  sections  continued, 
and  markers  have  been  set  at  various  kilometers  and  points  of  curve  and  other 
governing  points. 

Progress  has  been  made  in  surveys  for  line  and  levels  from  K.  59  toward 
La  Boca.  Progress  has  been  made  in  all  the  general  work  in  the  way  of  topo- 
graphical, mapping,  and  other  ofllce  work.  The  various  holidays,  however,  have 
delayed  the  field  work. 

[A.  C.  Harper,  resident  engineer,  La  Boca.] 

One  thousand  and  sixty  feet  of  line  has  been  cleared  for  cross-section  work 
and  for  topography. 

Clearing  for  triangulation  station  on  Farfan  Hill  has  been  completed  and  the 
target  erected. 

A  reconnoisance  and  survey  of  Los  Tres  Hermanos  has  been  made  for  the 
purpose  of  locating  a  suitable  spot  for  the  erection  of  a  monument  to  mark  the 
boundary  line  between  the  Canal  Zone  and  the  Republic  of  Panama. 

[C.  E.  Davis,  engineer  waterworks  and  sewers.] 

Rio  Orande  reservoir. — ^Reconnoisance  surveys  have  been  made  for  a  possible 

reservoir  above  the  present  Rio  Grande  basin,  to  Increase  the  storage  capacity. 

Supply  line,  Rio  Orande  reservoir  to  Panama. — ^A  small  amount  of  concrete 
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work  has  been  done  around  the  galvanized  pipe.  The  first  d'ellyery  of  IG-inch 
galvanized  cast-iron  pipe  from  the  final  consignment  for  the  Panama  water- 
works has  been  unloaded. 

Distribution  pipe  line  in  city  of  Panama. — ^Three  hundred  and  four  feet  of  10- 
inch  pipe  and  780  feet  of  8-inch  pipe  has  been  laid. 

Panama  sewers. — Five  hundred  and  seventy-six  feet  of  8-inch  pipe  has  be«i 
laid  in  connection  with  the  waterworks  pipe. 

Culebra. — Work  ha^  been  continued  on  the  concrete  reservoir  badt  of  the 
police  station. 

A  small  amount  of  4-inch  pipe  has  been  laid  along  the  west  side  of  the  canal 
as  a  distribution  line  for  mechanical  purposes. 

Empire  dam. — Work  has  been  continued  of  laying  Decauville  track  to  site  of 
the  dam. 

The  pumping  station  at  the  marine  camp  has  been  taken  charge  of  by  Mr. 
Davis,  by  request  of  the  officers  iii  charge  of  the  marines. 

Oorgona. — Work  has  been  continued  of  laying  the  cast-iron  pipe  for  fire  pro- 
tection of  the  Bas  Matachin  shops. 

Colon. — ^The  work  of  laying  Decauville  track  from  Mount  Hope  station  to  site 
of  the  dam  has  been  carried  on. 

Corozal. — About  200  feet  of  6-inch  pipe  has  been  laid,  completing  the  fire  pro- 
tection supply  around  the  hotel. 

Road  constructioti. — ^Work  has  been  continued  upon  the  La  Boca  road. 

The  Caledonia  bridge  has  been  completed. 

[M.  O.  Johnson,  snperTising  architect.] 

The  various  carpenter  forces  at  difiFerent  points  along  the  line  have  been  to 
work  as  heretofore  outlined.  Fair  progress  has  been  made  with  the  bachelor 
quarters  at  Corozal,  and  they  will  be  completed  in  aboyt  two  weeks. 

The  work  of  Mr.  Johnson's  department  is  being  very  much  delayed  on  account 
of  lack  of  lumber. 

[C.  A.  Strom,  mechanical  engrlneer.] 

Bas  Matachin  shops. — ^The  overhauling  of  2  locomotives  has  been  completed 
and  the  work  continued  upon  3  others. 

Work  has  also  been  commenced  in  overhauling  1  additional  locomotive. 

Forty-five  dump  cars  have  been  overhauled  ready  for  service. 

Empire  shops. — ^The  work  of  overhauling  8  locomotives  has  been  continued. 

General  repairs  on  4  locomotives  received  from  Culebra  have  been  continued 
and  work  commenced  on  2  others. 

Thirteen  dump  cars  have  been  repaired  ready  for  service. 

Cristobal  shops. — Work  has  been  continued  of  overhauling  2  Cooke  locomotives 
and  1  Rogers  switch  engine. 

The  work  of  installing  the  tie-boring  machine  and  engine  for  same  has  been 
continued. 

EMPLOYEES. 

The  total  number  of  men  at  work  on  April  19  was  as  follows: 

Silver  employees 4,257 

Gold  employees - 840 

Total 5, 0»7 

Very  respectfully, 

W.  E.  Daucht, 
Acting  Chief  Engineer, 


Panama,  April  26,  1905. 
Mr.  John  F.  Wallace, 

Chief  Engineer,  Isthmian  Canal  Coinmission,  Washington,  D.  C. 
Deab  Sib:  Replying  to  your  letter  of  April  15  (inclosure  37),  asking  bow 
our  force  is  balanced  at  the  present  time,  will  state  that  we  have  a  surplos 
of  conductors  and  trainmen  In  the  transportation  department ;  the  number  of 
enginemen  ifi  about  equal  to  our  demands  at  the  present  time.  We  have  at 
present  In  this  department  the  following:  Thirteen  yardmasters,  25  conductors, 
30  trainmen,  and  31  enginemen. 
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In  our  mining  department  we  have  16  steam-drill  men,  which  is  sufficient  for 
our  present  needs. 

In  the  excavating  department  we  have  a  surplus  of  2  pit  foremen,  2  cranes- 
men,  and  1  engineer. 

In  the  track  department  we  have  about  8  foremen. 

Now,  as  to  our  needs  for  the  next  ninety  days,  we  have  a  sufficient  number  of 
trainmen  for  that  time,  provided  the  men  we  now  have  remain  with  us  and 
prove  to  be  competent  men. 

In  our  mining  departmeut  the  same  thing  is  true. 

As  to  our  needs  in  the  excavating  department,  the  whole  thing  hinges  upon 
onr  being  able  to  get  track  foremen  in  order  to  provide  for  additional  shovels, 
which  situation  I  have  explained  thoroughly  to  you  In  a  former  letter.  If  we 
receive  steam  shovels  fast  enough  to  erect  two  a  month  and  get  track  foremen 
sufficient  to  lay  track  to  prepare  for  them,  we  should  have  about  eight  additional 
steam-shovel  crews  in  the  next  ninety  days. 

As  to  track  foremen,  we  should  have  25  as  soon  as  they  can  be  sent  to  us. 

We  also  need  20  men  for  dump  foremen ;  these  should  be  track  foremen. 

To  summarize:  There  would  be  needed  in  the  next  ninety  days,  under  the 
above  conditions,  25  track  foremen ;  20  dump  foremen,  must  be  track  foremen ; 
8  steam-shovel  engineers ;  8  steam-shovel  crane  men ;  8  steam-shovel  firemen ;  8 
steam-shovel  pitmen ;  10  steam-drill  men. 

The  surplus  of  men  on  hand  at  the  present  time  is  20  men,  divided  between 
trainmen  and  coaductors. 

We  are  very  much  in  need  of  a  man  for  the  head  of  the  transportation  de- 
partment, and  also  for  the  department  of  dumps.  I  think,  also,  that  we  will 
Itave  to  ar^^nge  for  a  man  to  take  charge  of  the  mining  department,  as  Mr. 
Bennett  is  not  handling  that  very  successfully. 

Mr.  Beecher  has  left  us,  and  I  have  put  Mr.  Zook  in  charge  of  both  transpor- 
tation and  track  departments  for  the  present.  , 

I  think  it  is  also  Important  that  a  man  be  secured  to  have  general  charge  of 
constmction  matters  under  ^he  division  engineer  at  Culebra,  as  outlined  in  our 
organization  at  Culebra  before  you  went  to  the  States. 

Mr.  Boyd  Ehle  has  had  an  offer  to  go  back  to  the  States,  and  I  think  he  is 
intending  to  accept  It  If  so,  this  Is  going  to  leave  us  very  short  of  executive 
men  at  Culebra. 

We  are  using  the  surplus  trainmen  as  far  as  possible  on  the  dumps. 

We  have  completed  the  erection  of  the  eighth  steam  shovel,  although  it  has 
not  yet  been  started  to  work. 

The  complete  parts  of  two  other  shovels  are  here  now  upon  the  Isthmus  and 
Incomplete  parts  of  two  additional  shovels. 

Yours,  truly,  W.  E.  Daucht, 

Acting  Chief  Engineer, 


Panama,  April  26,  1905. 
Mr.  John  F.  Wallace, 

Chief  Engineer,  Isthmian  Canal  Commission,  Washington,  D.  C, 
Deab  Sib:  The  steamer  that  was  to  have  sailed  yesterday  will  not  get  away 
before  to-morrow.  I  had  thought  that  we  had  gotten  over  our  holiday  troubles 
of  last  wek,  but  Monday  (which  is  termed  "  Easter  Monday  "  in  this  country) 
was  a  big  holiday  for  the  Jamaican  negroes  and  none  of  them  would  work.  *  We 
only  got  out  1,300  yards  that  day. 

Conditions  improved  a  little  yesterday  (Tuesday)  and  we  got  out  4,200  yards, 
bot  a  large  number  of  the  negroes  had  not  returned  to  work. 

This  long  list  of  holidays  is  going  to  greatly  interfere  with  our  output  this 
month. 

We  had  heavy  rains  Saturday,  Sunday,  and  Monday,  which  caused  a  good 
many  derailments  at  Culebra,  due  to  track  conditions. 

I  note  from  the  list  of  men  coming  on  the  steamer  that  sailed  on  Monday  that 
tbere  Is  no  track  foreman  among  them.    Please  get  some  track  foremen  started 
this  way  or  things  will  come  to  a  standstill  at  Culebra. 
Tours,  truly, 

W.  E.  Dauchy,  Acting  Chief  Engineer 
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Panama,  May  2, 1905. 
Mr.  John  F.  Wallace, 

Chief  Engineer  Isthmian  Canal  Commission,  Waahingtonj  D.  C. 
Deab  Sib  :  I  submit  herewith  the  following  brief  report  of  operations  in  the 
engineering  and  construction  department  for  the  week  ending  April  29,  1905 : 

[F.  B.  Maltby,  division  engineer,  Cristobal.] 

The  work  of  relocation  of  the  Panama  Railroad  between  the  Gatundllo  River 
and  Monkey  Hill  has  been  completed.  Maps  and  profiles  have  not  yet  been 
made. 

The  work  of  reconnoissance  and  building  stations  for  triangulation  has  been 
continued  with  a  small  force. 

The  work  of  making  surveys  of  the  yards  in  the  vicinity  of  Cristobal,  with 
tracks,  buildings,  etc.,  and  also  locating  the  shore  line  and  wharves  around 
Colon,  has  been  continued. 

Some  additional  borings  have  been  made  around  the  dry  dock.  These  borings 
have  developed  the  fact  that  the  indurated  clay  in  which  the  dock  is  excavated 
disappears  very  close  to  the  north  side  of  the  dock ;  it  will,  therefore,  be  neces- 
sary to  do  all  the  widening  on  the  south  side,  or  on  the  side  opposite  from  the 
one  contemplated  by  Mr.  List. 

A  party  has  been  placed  in  the  field  locating  the  center  line  of  the  canal  south 
from  K.  5. 

The  track  work  that  was  in  progress  has  been  continued. 

The  work  of  reconstructing  the  light  lumber  wharf  in  the  vicinity  of  maga- 
zine No.  4  has  been  continued  with  a  small  force. 

Oatun  section. — A  small  party  under  Mr.  Nichols  has  continued  work  of  sur- 
veying and  cross  sectioning  the  canal  and  making  borings  along  the  line  of 
same.  Difllculty  has  been  experienced  in  obtaining  labor  for  this  party,  and 
the  progress  has  been  slow. 

[H.  F.  Dose,  resident  engineer  at  Bohio.] 

Bohio. — ^Three  boring  machines  are  now  at  work  near  Tabemilla. 

The  surveying  party  at  Bohio  have  been  doing  ofiice  work  during  the  entire 
week. 

Bas  Obispo. — ^The  survey  party  on  the  upper  Chagres  has  completed  the  basin 
survey  to  the  200-foot  contour  on  the  Chagres  River,  and  on  the  Pequen!  River 
and  tributaries  thereof  surveys  have  been  extended  approximately  4  miles 
above  the  junction  of  the  two  streams. 

There  remains  now  about  8  miles  of  river  with  the  adjoining  topography  to 
be  surveyed.    It  is  expected  that  this  will  be  completed  about  June  1. 

The  boring  party  on  the  tunnel  line  has  resumed  operations.  This  party  has 
been  delayed  on  account  of  lack  of  men. 

Paraiso. — ^Two  boring  machines  at  Paraiso  have  made  five  borings  during  tbe 
past  week. 

[Boyd  Ehle,  acting  division  engineer,  Culebra.] 

The  work  at  Culebra  has  been  very  much  delayed  during  the  past  week  by 
lack  of  laborers  on  the  dumps.  As  wet  weather  has  come  on  there  seems  to  be  a 
disinclination  on  the  part  of  the  men  to  work  on  the  dumps,  and  it  has  been 
very  difficult,  if  not  impossible,  to  keep  them  at  it.  This  notwithstanding  tbe 
lact  that  we  have  offered  them  the  inducement  of  the  171  cents  per  hour  rate. 

Monday  was  practically  lost  on  account  of  being  Easter  Monday,  and  none  of 
the  Jamaicans  would  work.    On  this  day  the  output  was  only  1,378  yards. 

Tbe  output  for  the  week  was  26,577  yards,  being  an  average  of  4,430  yards 
per  day. 

Surveys  and  technical  work. — ^The  survey  of  the  center  line  from  K.  59  toward 
J  A  Boca  has  been  carried  nearly  to  the  intersection  with  the  long  tangent  to  lot 
Boca.  The  center  line  bas  now  been  cleared  and  measured  to  Gorgona,  and 
levels  taken  over  most  of  this  section. 

Tbe  work  of  extending  the  culverts  between  Cucuracha  and  Pedro  Mli^el 
Junction  has  been  in  progress. 

The  preliminary  location  survey  for  the  Gamboa  track  to  the  dam  site  and  to 
the  bridge  over  the  Chagres  has  been  practically  completed. 

Two  small  parties  have  been  taking  topography  along  the  Panama  Railroad. 

The  rainfall  for  the  week  at  Culebra  was  1.78  inches. 
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[A.  C.  Harper,  resident  engineer.  La  Boca.] 

The  work  of  clearing  for  cross-section  lines  for  topography  has  been  con- 
tinued ;  also  staking  out  the  center  line. 

Clearing  for  triangulation  stations  on  North  Ancon,  San  Juan,  and  Agua 
Dulce  Hills  has  been  completed. 

[C.  E.  DaviH,  engineer  waterworks  and  sewers.] 

Pipe  line  from  Rio  Grande  reservoir  to  Panama. — ^Three  gangs  have  been 
.started  at  work  laying  16-inch  pipe  along  the  railroad  track  from  Rio  Grande 
to  Panama.  2.500  feet  having  been  laid  during  the  week. 

Distribution  pipe  line,  city  of  Panama. — During  the  week  134  feet  of  10-lnch 
pipe  and  1,G32  feet  of  6- inch  pipe  has  been  laid. 

Panama  sewers. — Six  hundred  and  twenty  feet  of  8-inch  sewer  pipe  and  75 
feet  of  12-inch  sewer  pipe  has  been  laid. 

Culehra. — Work  has  been  continued  of  concreting  the  reservoir  back  of  the 
police  station. 

The  6-inch  pipe  line  for  mechanical  purposes  has  been  laid  between  Culebra 
proper  and  liio  Grande. 

Watertcorks  for  marine  camp  at  Haute  Obispo. — Connection  has  been  made 
l)€tween  the  pumping-station  supply  at  Bas  Obispo  and  the  tanks  located  at 
Haute  Obispo,  and  water  has  been  pumped  into  these  latter  tanks. 

Considerable  of  the  old  pipe  has  been  torn  up  and  preparation  made  for  in- 
stalling a  pumping  station  for  high  surface  system  at  this  place. 

Oorffona. — The  concrete  dam  across  the  river  has  been  completed. 

Colon  tcatertcorks. — Work  has  been  confined  to  laying  Decauville  track  be- 
tween Mount  Hope  station  and  site  of  dam. 

[A.  ]tf.  Burtt,  acting  snperyicdng  architect.] 

The  usual  forces  have  been  at  work  at  different  points  along  the  line  of  work 
In  this  department.  Work  is  still  being  very  much  delayed  on  account  of  lack 
of  lumber. 

The  bachelor  quarters  at  Corozal  are  rapidly  nearing  completion,  a  portion  of 
the  upper  stories  being  ready  for  service. 

[C.  A.  Strom,  mechanical  engineer.] 

Bas  Matachin  shops. — The  overhauling  of  one  locomotive  has  been  completed 
and  work  continued  upon  three  others. 

Forty-one  dump  cars  have  been  overhauled  and  put  In  service. 

Empire  shops. — ^The  work  of  overhauling  three  locomotives  has  been  com- 
pleted and  the  work  of  overhauling  15  Is  now  In  progress. 

Twenty-three  cars  have  been  repaired.  These  are  old  cars  picked  up  along 
the  line. 

Five  labor  transportation  cars  have  been  also  finished  during  the  week  and 
five  more  are  under  way. 

Cristobal  shops. — Work  has  continued  on  the  overhauling  of  two  Cook  road 
engines  and  one  Roger's  switch  engine. 

Twenty  French  dump  cars  have  been  overhauled  and  made  ready  for  service. 

EMPLOYEES. 

The  number  of  men  at  work  on  April  26  was  as  follows : 

Men  paid  In  silver 4,271 

Men  paid  In  gold ^ 021 

Total    5, 192 

Owing  to  lack  of  rain  gauges  we  are  not  able  to  report  the  rainfall  at  Cris- 
tobal and  Panama. 

Very  respectfully,  W.  B.  Dauchy, 

Acting  Chief  Engineer. 
p  0 — VOL  3— -06 45 
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Panama,  May  5, 1905, 
Mr.  John  F.  Wallace, 

Chief  Engineer,  Isthmian  Canal  Commission,  Washington,  D,  C. 

Deab  Sib  :  While  you  are  In  the  States  I  wish  you  would,  if  possible,  arrange 
to  send  us  the  proper  number  of  men  to  superintend  the  different  departments 
of  the  work  at  Culebra.  At  the  present  time  we  have  but  two  men  there,  who 
are  running  the  five  different  departments.    These  are  Mr.  Zook  and  Mr.  Galrin. 

Mr.  Zook  at  the  present  time  has  charge  of  the  track  department,  transporta- 
tion department,  and  department  of  dumps. 

Mr.  Galvin  has  charge  of  the  excavating  department  and  mining  department 

We  should  have  at  the  present  time  the  proper  kind  of  a  man  to  take  charge 
of  the  transportation  department,  the  proper  kind  of  a  man  to  take  charge  of 
the  department  of  dumps,  and  the  proper  kind  of  a  man  to  take  charge  of  the 
department  of  mining. 

In  addition  to  these  we  should  have  a  good  second  in  each  department  who 
is  capable  of  taking  charge  of  a  department  during  the  absence  of  the  bead, 
either  on  account  of  sickness  or  leave  or  absence  or  otherwise.  In  addition  to 
this  we  should  have  a  first-class  man  as  engineer  of  construction  to  assist  the 
division  engineer. 

With  regard  to  the  men  mentioned  above,  I  think  it  is  of  the  utmost  Impor- 
tance that  such  inducements  in  the  way  of  salary  should  be  offered  to  the  heads 
of  these  departments  as  would  enable  us  to  make  a  proper  selection.  Or.  in 
other  words,  we  should  be  able  to  pick  our  men  instead  of  having  to  take  such 
men  as  we  can  get. 

What  we  need,  in  the  first  place,  are  men  that  are  competent,  and  in  the  next 
place,  men  that  will  stay  with  the  work.  In  order  to  get  a  cemented,  working 
organization,  it  is  necessary  to  have  some  degree  of  permanency,  particularly 
with  these  higher  class  men. 

Our  whole  organization  at  Culebra  at  the  present  time  lacks  stability  on 
account  of  a  large  number  of  men  being  dumped  upon  us  In  a  short  space  of 
time  without  a  sufl[icient  number  of  men  in  the  higher  positions  to  train  them 
and  make  them  available,  particularly  when  the  kind  of  men  that  the  rank  and 
file  consist  of  is  taken  into  consideration,  and  the  further  fact  is  taken  into  con- 
sideration that  only  18  per  cent  of  the  gold  men  now  at  work  at  Culebra  were 
there  on  the  1st  of  January. 

Mr.  Ehle  has  received  a  cablegram  from  the  States  which  necessitates  his 
going  home  at  once.  This  will  throw  more  work  than  ever  upo^i  Mr.  Galvin  and 
Mr.  Zook,  who  are  both  doing  all  that  can  be  expected  of  them,  but  neither  of 
them  has  any  staff  whatever  in  the  way  of  competent  supervisors  or  assistants, 
and  each  one  of  them  at  the  present  time  has  several  times  as  much  to  attend 
to  as  he  can  attend  to  properly. 

I  call  your  attention  to  this  matter,  as  I  would  like  very  much  to  have  the 
men  for  these  positions  selected  while  you  are  in  the  States. 
'Very  truly,  yours, 

W.  E.  Dauchy, 
Acting  Chief  Engineer, 


Panama,  May  9,  1905. 
Mr.  John  F.  Wallace, 

Chief  Engineer  Isthmian  Canal  Commission,  Washington,  D.  C, 
Dear  Sib:  I  want  to  again  call  your  attention  to  the  character  of  the  men 
that  we  have  been  receiving  during  the  past  month.    No  doubt  the  shipping  of 
this  kind  of  men  has  been  stopped  by  this  time,  but  for  your  information  I 
present  the  facts  to  you. 

I  inclose  you  a  list  of  cases  of  incompetent  men  who  have  been  sent  oat  re- 
cently.   This  is  in  addition  to  the  list  sent  you  by  last  steamer. 

I  wish  to  call  your  attention  particularly  to  the  case  of  Leslie  J.  Perry,  who 
was  sent  out  as  supervisor  of  dumps  at  a  salary  of  $175  per  month.  This  man's 
experience  during  the  past  nine  years  has  been  clerical  experience  in  some  de- 
partment at  Washington,  a  man  Gl  years  old.  He  is  not  at  all  suited  to  the  posi- 
tion he  was  sent  to  fill. 

Yours,  truly,  W.  E.  Dauchy, 

Acting  Chief  Engineer, 
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Panama,  May  i,  1905. 
Mr.  John  F.  Wallace, 

Chief  Engineer  Isthmian  Canal  Commission,  Washinffton,  D,  C. 

Dear  Sib:  I  wrote  and  cabled  you  yesterday  with  regard  to  our  necessities 
for  additional  superintendents  at  Culebra.  Mr.  Ehle  has  resigned,  partly  on 
account  of  having  received  a  better  offer  in  the  States,  and  partly  on  account 
of  the  condition  of  his  family,  which  necessitated  his  returning  home.  It  was 
the  better  offer,  however,  that  finally  decided  him  to  go. 

In  this  connection  I  wish  to  state  that  Mr.  Galvin  has  asked  for  leave 
of  absence,  to  which  he  Is  entitled  and  which  should  really  l^e  granted,  as  he 
has  been  in  rather  poor  health  for  the  last  month  and  needs  a  rest  to  recuperate, 
but  it  seems  to  be  impossible  to  let  him  go  until  we  have  additional  men  at 
Culebra. 

I  have  arranged  to  put  Mr.  Zook  in  charge  as  acting  division  engineer.  He 
has  practically  no  one  to  assist  him  but  Mr.  Galvin.  Although  we  are  filling 
the  other  positions  with  such  material  as  we  have,  it  is  only  a  makeshift. 

I  have  just  cabled  you  as  follows : 

"  Heavy  rains  have  put  tracks  and  dumps  in  bad  condition  at  Culebra.  Out- 
put Is  steadily  decreasing;  costs  have  increased  rapidly.  We  must  have  track 
foremen.    Need  tie  plates,  requisition  350A." 

Our  tracks  and  dumps  are  getting  in  very  bad  condition,  and  our  output  has 
dropped  down  to  3.000  or  4,000  yards  a  day.  Owing  to  the  fact  that  we  have  no 
track  foremen  to  keep  things  in  shape,  derailments  are  constantly  taking  place, 
dumps  are  slumping  off,  and  the  required  rebuilding  of  track  and  lack  of  proper 
superintendence  are  de^toralizlng  the  work  generally. 

I  am  giving  as  much  personal  attention  to  the  Culebra  division  as  I  have  time 
to  give,  but  the  situation  is  such  that  it  needs  the  proper  kind  of  a  man  there 
constantly.    Not  only  that,  but  he  needs  proper  help. 

We  have  heard  of  but  one  track  foreman  coming  from  the  States.  Unless  we 
get  a  large  number  of  them  and  get  them  promptly,  things  are  going  to  come 
very  nearly  to  a  standstill  at  Culebra. 

We  should  have  at  least  40  men  of  the  caliber  of  the  ordinary  section  foreman 
to  take  care  of  tracks  and  dumps  at  the  present  time,  whereas  we  have  but 
about  8  that  are  worth  their  salt. 

It  is  imposible  to  find  track  foremen  among  the  trainmen  and  other  men 
being  sent  down  here.  They  are  not  upon  the  Isthmus  and  must  be  sent  from 
the  States  or  elsewhere. 

Yours,  truly,  W.  B.  Dauchy, 

Acting  Chief  Engineer, 


Panama,  May  6,  1905. 
Mr.  John  F.  Wallace, 

Chief  Engineer,  Isthmian  Canal  Commission,  Washington,  D.  C. 

Deab  Sib:  I  will  endeavor  to  give  you  an  idea  of  the  present  condition  of 
affairs  at  Culebra,  brought  about  by  very  heavy  rains  coming  upon  us  In  our 
unprepared  condition,  and  on  account  of  the  general  demoralization  due  to  the 
yellow-fever  scare  and  other  causes,  and  I  hope  that  when  you  have  read  this 
letter  you  will  not  class  me  as  a  pessimist. 

1.  Regarding  tracks. — Owing  to  the  fact  that  we  have  been  almost  entirely 
without  track  foremen  during  the  whole  of  the  dry  season,  and  to  the  further 
fact  that  it  has  been  necessary  to  keep  all  of  the  track  forces  that  we  had  at 
work  constructing  new  tracks  to  prepare  for  the  installation  of  st^am  shovels,  we 
have  had  no  opportunity  to  do  any  work  toward  fixing  up  existing  tracks  dur- 
ing the  dry  season  In  order  to  get  them  in  shape  for  the  rainy  weather. 

This,  together  with  track  conditions  brought  about  by  the  Belgian  rail  on 
soft  ties  without  tie  plates,  has  caused  our  tracks  to  become  almost  Impassa- 
ble now  that  we  have  had  a  couple  of  weeks  of  rainy  weather. 

Derailments  are  taking  place  constantly,  and  without  proper  facilities  for 
rerailing  engines  and  cars,  some  of  our  shovels  have  been  delayed  hours,  and 
sometimes  days,  at  a  time. 

We  have  as  yet  received  but  one  track  foreman,  but  I  am  very  glad  to  see 
that  there  are  several  on  the  steamers  that  have  left  New  York  and  New 
Orleans,  and  I  hope  that  these  men  will  be  followed  by  a  good  many  more. 

It  is  going  to  be  a  difllcult  matter  to  do  proper  track  work  during  the  rainy 
weather,  and  just  how  successful  we  are  going  to  be  in  doing  it  remains  to  br 
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seen.    But  it  Is  going  to  be  necessary  to  have  proper  materials  in  the  way  of 
rails,  tie  plates,  and  fastenings. 

2.  Regarding  dumps. — The  sticky  clay  material  ^hich  we  have  been  handling 
on  level  90  meters  and  from  steam  shovels  202  and  103,  where  it  has  been  de- 
posited at  the  dumps,  is  acting  in  the  same  manner  as  it  acted  before  the 
material  was  taken  out  of  the  cut  and  this  to  a  greater  degree— that  is,  it 
slips  down  and  sloughs  off  from  the  dumps,  taking  the  track  with  it  in  some 
cases  and  in  others  leaving  great  holes  15  and  20  feet  deep,  making  the  dumps 
at  times  Impassable  and  unsafe  for  engines  to  go  upon  them. 

Another  trouble  we  are  having  is  in  handling  this  sticky  material  on  account 
of  it  sticking  fast  to  the  dump  cars,  in  all  cases  having  to  be  shoveled  off. 
This  takes  a  great  deal  of  time  and  is  very  expensive,  and  delays  very  much 
the  working  of  the  steam  shovels.  I  am  trying  to  rectify  this  difficulty  by 
arranging  to  work  the  shovels  as  far  as  possible  in  harder  material,  but  to 
do  this  is  going  to  necessitate  laying  a  large  amount  of  additional  track,  which 
can  not  be  done  at  once  on  account  of  the  difficulties  mentioned  under  the  head 
of  tracks. 

As  to  relieving  the  dump  situation  by  using  the  Panama  Railroad  to  dump 
from,  we  are  doing  this  in  the  case  of  steam  shovel  103,  using  the  Panama 
Railroad  between  Culebra  Y  and  Empire;  but  the  same  difficulty  comes  up 
with  regard  to  delays-  on  account  of  material  sticking  to  the  cars. 

We  are  also  prevented  from  doing  this  to  any  great  extent  on  account  of  lack 
of  cars,  as  the  additional  time  it  takes  to  run  trains  any  distance  on  the  Pan- 
ama Railroad  necessitates  a  larger  number  of  cars  than  we  have  at  the  present 
time,  and  to  o|)erate  In  this  way  successfully  we  should  have  flat  cars  so  that 
we  can  use  the  Lidgerwoods  and  bank  spreaders.  On  Account  of  the  situation 
of  some  of  our  shovels  it  is  im|X)ssibIe  to  reach  the  Panama  Railroad  with  the 
output  at  present. 

I  am  arranging  to  relieve  the  situation  somewhat  on  level  90  meters  by  tak- 
ing one  of  the  shovels  from  that  level  and  wonking  it  in  the  bottom  of  the  canal 
where  we  had  steam  shovel  105  working.  No.  105  is  working  at  the  barrier  at 
the  south  end  of  the  cut,  ^and  we  are  also  arranging  to  start  No.  106  at  this 
same  place  as  soon  as  we  can  get  the  track  laid ;  but  this  work  is  going  to  be 
necessarily  very  slow  and  expensive,  and  the  output  of  the  shovels  very  small 
while  it  is  going  on. 

Now,  these  conditions  of  tracks  and  dumps  are  the  result  of  lack  of  prepara- 
tion, which  has  been  due  to  lack  of  material  and  men.  I  am  satisfied  that  oar 
shovels  can  work  during  the  rainy  season  in  a  satisfactory  manner,  and  the 
output  per  unit  approximate  what  we  have  estimated ;  but  to  reach  that  ontpat 
during  the  rainy  season  is  going  to  necessitate  a  large  amount  of  preparatory 
work  in  the  way  of  proper  track  construction,  proper  dumping  facilities,  and 
proper  equipment,  which,  of  course.  Is  going  to  take  time  to  prepare  and  install. 

3.  Regarding  men. — I  have  sent  you  one  or  two  cablegrams  the  past  few 
days  stating  our  needs.  The  yellow-fever  scare  has  caused  great  demoraliza- 
tion among  our  forces  all  along  the  line.  While  this  demoralization  is  entirely 
uncalled  for  and  unnecessary,  and  we  have  done  everything  we  can  to  check 
it,  yet  the  effect  upon  our  work  is  the  same. 

Yesterday  Mr.  Galvin  had  a  strong  attack  of  "cold  feet"  and  has  quit  and 
is  going  back  by  the  steamer  Monday.  This  practically  leaves  Mr.  Zook  alone 
at  Culebra. 

We  have  arranged  a  temporary  organization,  as  follows,  and  will  do  the  hest 
we  can : 

I  have  placed  one  of  Mr.  Ruggles's  men,  a  young  man  by  the  name  of  Thorn* 
in  charge  of  excavating  matters. 

I  have  put  a  man  by  the  name  of  Charles  B.  Vettler  in  charge  of  transporta- 
tion matters.  Mr.  Vettler  is  one  of  our  yard  masters  lately  sent  out,  and  while 
I  do  not  know  much  about  him  at  present,  he  appears  to  be  above  the  balance 
of  the  men  we  have  been  receiving  In  intelligence,  and  the  duly  thing  we  can  do 
is  to  give  him  a  trial. 

I  have  put  mining  matters  In  charge  of  William  D.  Waltman.  a  young  fellow 
who  has  recently  come  to  us  who  has  had  no  great  experience,  but  who  seems  to 
be  a  bright  young  man  and  Is  more  available  than  anyone  we  have. 

As  to  dumps,  we  have  three  dump  supervisors  coming  on  steamers  now  on  the 
way,  and  If  they  all  have  not  reached  their  dotage  and  have  had  any  experience 
whatever  tending  to  fit  them  for  the  work,  we  hope  to  select  some  material  out 
of  the  three  to  look  after  dump  matters.    The  last  man  sent  us  as  supervisor  of 
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<liimps  was  a  man  61  years  old,  and  his  only  experience  has  been  in  a  clerical 
line. 

I  have  put  Mr.  A.  T.  Davis  temporarily  in  charge  of  tracks.  While  he  Is  not 
fitted  for  the  Job,  he  is  the  only  available  man  we  have. 

In  regard  to  laborers,  we  And  it  almost  impo.ssil)le  to  get  lal)orers  to  work 
during  the  rains,  so  that  when  we  have  a  large  amount  of  wet  weather,  as  we 
have  had  in  the  last  few  days,  everything  practically  stops. 

We  have  a  large  surplus  of  trainmen  and  conductors,  some  of  them  pretty 
fair  men,  others  not  worth  much.  I  think,  however,  that  a  large  number  of 
them  are  going  to  quit  after  pay  day,  as  they  are  all  affected  by  the  yellow- 
fever  scare. 

We  have  one  man  who  lately  came  down  as  supervisor  of  engines  by  the  name 
of  Murray,  who  Is  a  good  man  and  is  doing  good  service. 

A  general  yardmaster  by  the  name  of  Callahan  arrived  here  last  week,  at 
^175  per  month.    He  never  went  to  work  and  took  the  next  steamer  back. 

I  hardly  know  what  to  recommend  with  regard  to  stopping  the  sending  of 
additional  trainmen  and  steam-shovel  men.  The  steam-sbovel  men  thus  far  do 
not  seem  to  have  been  affected  by  the  demoralization  as  much  as  the  other 
departments,  and  most  of  them  are  doing  good  work,  but  from  the  present  out- 
look it  seems  to  me  that  we  can  do  little  or  nothing  in  the  way  of  expansion  until 
a  large  amount  of  preparatory  work  has  been  done,  and  that  beini;  the  case  it 
does  not  seem  to  me  that  we  are  going  to  be  able  to  use  the  nuniber  of  trainmen 
that  we  have  on  hand  for  some  time  to  come.  On  the  other  hand,  if  a  large  per- 
centage of  them  get  frightened  and  leave  we  may  not  have  a  surplus. 

4.  Regarding  huildings. — On  account  of  having  no  lumber  we  have  not  been 
«ble  to  push  the  work  of  preparing  quarters  for  men.  At  the  present  time  we 
are  more  crowded  than  we  have  been  at  any  time  since  the  w^ork  started. 

The  hotel  at  Culebra  which  was  designeil  to  accommodate  60  men  now  has 
102  occupants,  and  all  of  the  houses  are  more  than  full,  and  we  are  putting 
men  in  tents. 

This  crowded  condition  is,  of  course,  causing  dissatisfaction  among  the  men, 
particularly  now  that  the  wet  weather  is  upon  us.  Men  come  in  from  the  work 
wet  through,  and  where  several  of  them  are  in  a  small  room  with  wet  clothing 
and  so  on,  it  is  unpleasant  for  them,  and  is  one  of  the  reasons  for  dissatisfaction. 

We  are  doing  all  we  can  to  rush  preparation  of  the  quarters  for  marines  at 
Haut  Obispo,  so  that  we  can  have  the  use  of  the  buildings  at  Empire.  But  this 
Is  delayed  on  account  of  material,  and  also  on  aciK>unt  of  Lieutenant  Wood's 
objection  to  going  there  until  sanitary  conditions  are  put  in  the  best  possible 
shape. 

Our  output  at  Culebra  for  the  past  week  has  been  as  follows : 

Cubic  yards. 

Monday 3,  935 

Tuesday .3. 0G8 

Wednesday 3, 624 

Thursday 3,200 

Friday 1,  215 

On  Friday  it  rained  all  day,  which  practically  knocks  out  the  entire  output. 

With  the  number  of  gold  men  that  \ve  now  have  at  Culebra  our  expenses  ai-e 
such  that  our  unit  costs  are  going  to  go  sky  high  on  account  of  the  decreased 
output  and  time  lost  on  account  of  rains. 

While  the  outlook  is  far  from  encouraging  at  the  present  time  we  will  do  the 
best  we  can  under  the  existing  circumstances,  but  I  am  strongly  of  the  opinion 
that  our  efforts  during  the  next  few  months  have  got  to  be  devoted  to  prepara- 
tion rather  than  to  an  expansion  of  work. 
Yours,  truly, 

W.  E.  Dauchy,  Acting  Chief  Engineer, 


Panama,  May  8,  1905. 
Mr.  John  F.  Wallace, 

Chief  Engineer,  Washington,  D.  C, 
Deab  Sir  :   I  send  you  herewith  a  memorandum  sheet  showing  the  output  at 
Culebra  for  the  month  of  April  and  the  cost  of  the  principal  items.    This  sheet 
Is  gotten  out  in  advance  of  the  regular  report  and  there  may  be  some  minor 
changes,  but  probably  none  to  amount  to  anything. 


2652  INVESTIGATION   OF   PANAMA   CANAL   MATTERS. 

In  this  connection  I  wish  to  state  that  Mr.  Ruggles  some  way  is  all  mixed 
up  on  his  figures  for  the  monthly  estimate  for  April.  As  you  know,  heretofore 
our  carload  measurements  have  checked  very  closely  each  month  with  cross- 
section  measurements,  but  for  the  month  of  April  the  figures  are  away  off, 
Mr.  Ruggles's  estimates  only  giving  us  114,085  cubic  yards,  when  our  carload 
records  show  129,638  cubic  yards. 

The  discrepancy  is  largely  at  steam  shovels  202,  101,  and  102,  all  three  of 
which  are  working  in  sliding  material. 

I  have  tried  to  get  this  matter  straightened  out,  but  Mr.  Ruggles  is  sick  iu 
bed  and  the  men  who  did  the  cross  sectioning  are  some  of  them  away,  so  that 
I  have  decided  to  take  as  a  basis  for  the  estimate  for  the  month  of  April  the 
figures  as  given  by  Mr.  Ruggles's  cross  sections  in  all  cases  except  at  steam 
shovels  101,  102,  and  202,  in  which  cases  I  have  taken  the  carload  measurements 
as  the  output  for  the  month  in  place  of  cross-section  measurements,  as  I  am 
positive  the  cross-section  measurements  do  not  show  even  approximately  the 
monthly  output.  After  Mr.  Ruggles  gets  well  I  will  try  to  have  him  straighten 
this  out. 

This  gives  as  the  output  for  the  month  only  126,749  cubic  yards,  as  against 
132,840  cubic  yards  for  the  month  of  March,  when,  in  fact,  we  took  out  nearly 
300  cars  of  material  more  in  April  than  we  did  In  March,  and  the  cars  were 
loaded  equally  as  well. 

Taking  these  figures  as  the  basis  of  our  estimate,  our  costs  for  April,  you 
will  note,  are  52  cents  per  yard.  On  this  amount  3i  cents  per  yard  is  due  to 
surplus  train  men  who  have  been  of  no  service  to  us,  and  also  on  account  of  wages 
paid  for  time  of  men  in  transit  between  the  States  and  Culebra.  If  these  items 
were  deducted  it  would  make  the  cost  about  48i  cents  per  cubic  yard  for  the 
month  of  April. 

The  primary  reason  for  the  increase  of  about  5  cents  over  the  month  of 
March  is  the  large  amount  of  time  lost  during  the  latter  part  of  the  month  on 
account  of  holidays  and  holy  week. 

Very  respectfully,  W.  E.  Dauchy, 

Acting  Chief  Engineer. 


Approximate  comparative  statement  of  cost  of  work  at  Culehra  during  the 
months  of  March  and  April,  1905, 

♦  [Cost  in  United  States  gold.] 
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Isthmian  Canal  Commission, 

Panam^i,  May  9,  1905, 
Mr.  John  F.  Wallace, 

Chief  Engineer  Isthmian  Canal  Commission,  Washington,  D,  C, 
Deab  Sib:  I  submit  herewith  the  following  report  of  the  operations  of  the 
engineering  and  construction  department  during  the  month  of  April,  1905 : 

[F.  B.  Maltby,  division  engineer,  Cristobal.] 

Beginning  with  the  month  topographical  surveys  were  in  progress  to  obtain 
necessary  information  for  the  relocation  of  the  Panama  Railroad  l)etweeD 
Gatuncillo  and  Monkey  Hill.  Since  then  the  line  has  been  run  upon  the  ground 
and  completed. 

Surveys  are  In  progress  to  determine  the  location  of  the  shore  line,  wharves, 
piers,  tracks,  and  buildings,  and  other  features  of  the  territory  from  the  dry 
dock  to  the  beach  at  the  north  end  of  Colon. 
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A  small  party  has  erected  some  stations  and  signals  for  a  system  of  tri- 
angulation. 

Borings  have  been  made  around  the  outside  of  the  dry  dock  to  ascertain  the 
character  of  the  material,  with  special  reference  to  the  enlargement  of  the  dock. 

The  work  of  remodeling  the  tracks  in  the  Cristobal  yards  has  been  in  progress. 

The  material  tracks  at  wharf  14  have  been  repaired  and  all  the  tracks  in  the 
yand  at  Fox  River.  The  tracks  leading  to  the  machine  shops  have  been  prac- 
tically rebuilt 

Wharf  work. — The  wharf  work  has  been  confined  to  the  reconstruction  of  the 
light  lumber  wharf  near  magazine  4,  and  owing  to  the  lack  of  material  only  a 
small  force  has  been  employed. 

A  shed  has  been  erected  over  the  tie-boring  machine  near  wharf  14. 

The  health  of  the  party  throughout  the  month  has  been  exceptionally  good. 

Oatun  section. — A  very  small  party,  under  Mr.  Nichols,  has  completed  the  field 
work,  maps,  tables,  and  report  on  certain  special  work  assigned  to  him  by  the 
chief  engineer.  Surveys  of  the  canal  between  Gatun  and  Bohio,  and  borings 
along  the  line  of  same,  have  been  in  progress,  but  owing  to  the  scarcity  of  labor 
the  progress  has  been  slow. 

[H.  F.  Dose,  resident  engineer,  Bohio.] 

On  the  1st  of  the  month,  owing  to  Mr.  Boyd  Ehle,  resident  engineer  at  Bas 
Obispo,  having  been  transferred  to  Culebra  as  acting  division  engineer,  Mr.  Dose 
was  put  in  charge  of  the  work  at  both  Bohio  and  Bas  Obispo. 

Bohio. — The  survey  party  at  Bohio  has  completed  the  tabulation  of  records 
and  data  relating  to  final  reports  on  *an  investigation  at  Bohio  for  the  period 
ending  February  28,  1905;  survey  of  the  Panama  Railroad  from  Cristobal  to 
San  Pablo  has  been  completed  and  estimates  of  costs  of  construction  made. 

The  largest  portion  of  the  work  done  during  the  month  has  been  office  work. 

Bas  Obispo. — The  basin  survey  of  the  upper  Chagres  has  been  continued  with 
3ome  Interruptions  due  to  religious  holidays  observed  by  the  laborers. 

The  topography  adjoining  the  Chagres  and  all  its  tributaries  has  been  taken 
to  the  200-foot  contour  and  the  valley  of  the  Pequeni  River,  including  its  tribu- 
taries, has  been  covered  to  a  point  some  distance  above  the  settlement  of  San 
Juan. 

The  progress  of  the  party  in  charge  of  the  boring  of  the  tunnel  line  has  been 
slow  on  account  of  the  difficulty  In  obtaining  laborers. 

Two  borings  on  this  line  had  been  completed  previous  to  April,  and  during  the 
month  a  party  was  working  on  the  third  boring. 

Two  boring  machines  have  also  been  at  work  near  Empire,  two  at  Paraiso, 
and  three  between  Tabernilla  and  Bohio. 

[Boyd  Ehle,  acting  division  engineer,  Culebra.] 

The  total  .amount  of  material  taken  out  of  the  cut  at  Culebra  during  the 
month  of  April  was  126,749  cubic  yards,  as  against  132,840  cubic  yards  in  the 
month  of  March. 

The  decrease  in  the  output  was  due  to  the  fact  that  there  were  but  twenty- 
four  working  days  In  the  month  of  April,  as  against  twenty-seven  in  the  month 
of  March,  and  work  was  very  much  delayed  during  Holy  Week  and  various 
Jamaican  holidays  during  the  latter  "part  of  the  month. 

The  cost  per  cubic  yard  of  material  removed  during  April  was  52.4  cents,  as 
against  43.3  cents  during  the  month  of  March. 

This  increase  In  cost  is  due  to,  first,  the  decreased  output  caused  by  numerous 
holidays,  the  organization  at  Culebra  now  consisting  of  such  a  large  number 
of  gold  employees  that  a  large  portion  of  our  daily  expense  is  constant,  whether 
any  work  is  done  or  not,  and  where  time  is  lost  on  account  of  holidays  or  lack  of 
sufficient  labor  the  cost  of  the  output  Is  very  materially  Increased.    ' 

The  second  cause  for  Increased  expense  is  the  fact  of  having  a  surplus  of  men 
above  the  needs  of  the  work  In  certain  departments,  particularly  In  the  transpor- 
tation department,  and  the  increased  cost  due  to  the  payment  of  men  in  transit 
from  the  United  States. 

These  last  two  items  amount  to  3.4  cents  per  cubic  yard  on  the  entire  output 
for  the  month. 

On  April  10  another  one  of  the  new  70-ton  Bucyrus  steam  shovels  was  put  to 
work. 

During  the  last  week  in  the  month  the  rainy  season  started  in,  and  its  effect 
began  to  be  felt  at  once  In  the  general  condition  of  tracks  and  dumps.    On 
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account  of  lack  of  preparatory  work  during  the  dry  season,  which  had  not  been 
done  on  account  of  the  lack  of  track  foremen,  tools,  and  proper  material,  the 
tracks  are  in  no  condition  to  stand  up  under  traffic  during  wet  weather. 

The  consequence  is  that  as  soon  as  the  rains  commenced  the  tracks  began  to 
go  down,  and  derailments,  which  had  bothered  us  more  or  less  during  the  dry 
season,  became  much  more  frequent. 

On  the  dumps  the  clayey  material  which  had  been  hauled  out  during  the  dry 
weather,  as  soon  as  it  began  to  feel  the  effects  of  the  rain,  commenced  to  settle 
and  slough  off,  putting  some  of  the  dumps  in  almost  impassable  condition. 

In  addition  to  this  trouble  of  sliding,  this  clayey  material  which  was  taken 
out  of  the  cut  when  it  is  rained  upon  sticks  to  the  dump  cars  and  has  to  be 
shoveled  off  by  hand,  which  causes  a  great  deal  of  delay  and  adds  greatly  to 
the  expense. 

The  labor  situation  has  been  a  little  worse  during  April  than  during  the  pre- 
ceding month.  The  average  number  of  laborers  employed  in  all  departments 
was  1,795  in  the  month  of  April,  as  against  1,837  in  the  month  of  March. 

Several  new  dumps  have  been  established  along  the  Rio  Grande  Valley,  near 
the  village  of  Lirio  and  at  Paraiso,  and  tracks  leading  to  them  have  been  laid. 

Tracks  have  also  been  laid  preparatory  to  starting  steam  shovels  Nos.  105  and 
106  and  French  excavator  No.  18.  French  excavator  No.  18  was  started  at  work 
on  the  8th  of  the  month  in  order  to  cut  an  opening  through  the  barrier  at  the  south 
end  of  the  cut  in  order  to  prepare  for  steam-shovel  work.  The  output  of  this 
excavator  has  been  very  small,  and  the  work  it  has  been  doing  has  been 
entirely  of  a  preparatory  nature. 

The  need  of  track  foremen,  which  was  .mentioned  In  the  report  for  March.  Is 
more  pressing  now  than  ever,  no  track  foremen  -whatever  having  been  received 
during  the  month  of  April. 

The  rains  having  started  during  the  latter  part  of  the  month  has  made  it 
necessary  to  put  what  track  men  there  are  working  upon  such  tracks  as  are 
laid  in  order  to  keep  them  in  passable  condition,  which  has  made  It  necessaiy 
to  stop  all  laying  of  new  tracks  preparatory  to  installing  additional  steam 
shovels. 

[A.  C.  Harper,  resident  engineer,  La  Boca.] 

The  work  that  Mr.  Harper  has  been  doing  during  the  month  has  been  entirely 
of  a  preparatory  nature,  and  consisted  of  cutting  of  lines  in  order  to  enable 
surveys  to  be  made  and  preparing  triangulation  stations. 

[C.  E.  Davis,  engineer  waterworks  and  sewers.] 

Panama  waterworks. — No  work  has  been  done  on  the  Rio  Grande  reservoir. 
The  elevation  of  the  water  in  the  reservoir  has  been  kept  at  approximately  225 
feet  during  the  month,  water  being  turned  off  every  few  days  for  supplying  the 
demands  of  Culebra  cut. 

The  discharge  of  the  Rio  Grande  into  the  reservoir  reached  the  minimum  flow 
during  this  month  of  approximately  300,000  gallons  per  twenty-four  hours.  The 
rains  during  the  latter  part  of  the  month  have  Increased  this  flow. 

On  April  18  the  balance  of  the  water  pipe  arrived  in  Ck>lon.  Delivery  of 
several  thousand  feet  of  16-inch  pipe  has  been  made  and  2,800  feet  of  It  laid 
upon  the  supply  line  between  Rio  Grande  reservoir  and  Panama. 

In  the  city  of  Panama  3,565  feet  of  various  sizes  of  distribution  pipe  have 
been  laid. 

Panama  sewers. — Sewer  pipe  has  been  laid  during  the  month  continuously 
with  the  water  pipe,  about  2,000  feet  having  been  laid  of  different  sizes. 

Culebra. — The  distribution  reservoir  back  of  the  police  station  has  been  com- 
pleted, and  the  work  of  laying  the  main  on  the  west  side  of  the  cut  for  mechan- 
ical purposes  has  been  continued. 

Corozal. — ^A  small  force  has  been  engaged  in  laying  a  6-inch  line  of  pipe  to 
the  bachelor  quarters  at  Ck)rozal.  This  will  be  connected  with  the  main  dla- 
tribution  line  leading  to  Panama  and  will  furnish  excellent  water  service. 

Gorgona, — A  line  of  6-inch  pipe  has  been  laid  from  near  Gorgona  Station  to 
Bas  Matachin  shops  for  fire  protection  of  the  shops. 

The  concrete  dam  across  the  river  has  been  completed,  providing  storage  at 
the  site  of  the  pumping  station  for  several  millions  of  gallons. 

Haut  Obispo. — A  force  of  7  or  8  men  has  been  employed  during  the  last  week 
of  the  month  in  Installing  the  waterworks  system  at  Haut  Obispo  to  supply  tbe 
new  quarters  of  the  marines. 
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Empire. — ^A  construction  force  hnsr  been  organized  for  work  on  the  dam,  the 
site  for  which  has  been  cleared  and  a  Decauville  railroad  is  now  l>eing  laid  to 
the  same  from  the  Panama  Railroad  track  at  Empire. 

Colon. — ^Preparatory  work  has  been  done,  consisting  of  laying  Decauville  track 
from  the  Panama  Railroad  at  Mount  Hope  to  the  site  of  the  dam.  Preparations 
are  now  being  made  to  push  this  work,  but  not  much  can  be  done  until  more 
laborers  are  obtained. 

[A.  M.  Burtt,  acting  sapervisinff  architect.] 

At  Ancon  Hospital  grounds  minor  repairs  have  been  made  to  buildings,  and 
the  4  houses  comprising  the  leper  hospital  are  practically  completed  and  will  be 
turned  over  to  the  sanitary  department  as  soon  as  painted. 

The  new  hotel  for  bachelors  at  Corozal  is  practically  completed,  28  rooms 
being  now  occupied. 

Work  on  the  new  houses  to  be  used  as  quarters  for  married  employees  has 
been  commenced  and  fair  progress  has  been  made. 

The  work  of  repairing  houses  for  sanitary  and  other  departments  at  Mira- 
tfores  has  been  completed  as  far  as  authorized. 

Minor  repairs  have  been  made  to  houses  at  Paraiso,  Empire,  Has  Obispo, 
Matachin,  Gorgona,  Mamei,  Gatun,  and  Monkey  Hill. 

At  Cristobal  34  buildings  are  being  raised  and  repaired.   . 

The  construction  of  the  new  iK)lice  station  and  new  detention  hospital  at 
Cristobal  is  well  under  way. 

[C.  A.  Strom,  mechanical  engineer^] 

The  work  of  the  three  shops  at  Bas  Matachln,  Empire,  and  Cristobal  has  been 
largely  devoted  to  overhauling  of  engines  and  dump  cars.  Twelve  locomotives 
taken  from  the  storehouses  have  been  overhauled  and  placed  in  service. 

In  addition  to  these,  special  general  repairs  have  been  made  to  7  locomotives 
temporarily  disabled  at  Culebra.  Repairs  have  been  completed  on  234  of  the  old 
I>>ench  dump  cars,  and  these  have  been  sent  to  Culebra  to  take  the  place  of  the 
bad-order  cars  shipped  from  there  to  the  shops. 

Ah  uo  lumber  has  been  available,  it  has  been  impossible  to  commence  the 
erection  of  buildings  for  the  enlargement  of  the  shops  that  have  been  authorized. 

The  work  of  repairing  French  dump  cars  has  been  seriously  delayed  on  ac- 
count of  lack  of  material  that  was  ordered  from  the  States  last  November. 

Notices  are  now  being  received  of  the  shipment  of  this  material,  and  it  is 
hoped  that  a  better  showing  may  be  made  upon  its  arrival. 

EMPLOYEES. 

On  the  29th  of  April  the  number  of  employees  carried  on  the  pay  rolls  was  as 
follows : 

Number  paid  in  silver  currency 4, 120 

Number  paid  in  gold  currency 912 

Total 5,032 

Very  respectfully, 

W.  E.  Dauchy, 
Acting  Chief  Engineer. 


Panama,  Map  22, 1905. 
Mr.  John  F.  Wallace, 

Chief  Engineer  Isthmian  Canal  Commission,  Ancon. 

Deab  Sib:  It  is  going  to  be  necessary  to  do  a  large  amount  of  preparatory 
work  before  we  can  install  many  additional  steam  shovels  at  Culebra.  On 
May  6  I  wrote  you  quite  fully  with  regard  to-  the  conditions  of  the  work  at 
Culebra ;  not  knowing  whether  this  letter  reached  you  at  Washington  before 
you  left  there,  I  attach  a  copy  hereto. 

Tbe  conditions  existing  at  Culebra  are  no  better  than  when  this  letter  was 
written,  but  are  a  little  worse,  and  will  get  no  better  until  we  get  things  shaped 
up  In  a  proper  manner  for  taking  care  of  the  output. 
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I  therefore  make  the  following  recommendations  with  regard  to  preparatory 
work,  which  I  consider  necessary  to  be  done : 

A  double-track  railroad  should  be  laid  from  the  vicinity  of  Pedro  Miguel 
Junction  along  the  center  line  of  the  canal  to  the  barrier  that  is  now  being  re- 
moved at  the  south  end  of  the  high  portion  of  the  Culebra  cut  This  double- 
track  road  should  be  connected  with  the  present  Panama  Railroad  at  Paralao 
and,  perhaps,  one  or  two  other  points  between  the  Rio  Grande  reservoir  and 
Pedro  Miguel. 

It  should  also  be  connected  with  the  old  Panama  Railroad  at  two  or  three 
different  points  between  Pedro  Miguel  Junction  and  Cucuracha. 

A  double-track  railroad  should  be  laid  from  the  Ghagres  River  near  Baa 
Obispo  along  the  lowest  excavation  in  the  canal  to  Culebra,  this  to  be  con- 
nected with  the  Panama  Railroad  at  a  point  between  Empire  and  Las  Cas- 
cadas,  at  Bas  Obispo,  and  at  a  point  about  halfway  between  Las  Gascadas  and 
Bas  Obispo. 

The  double-track  railroad  in  both  of  these  cases  to  be  used  for  excavating 
tracks,  in  order  to  shape  the  cut  up  for  proper  working  on  the  terrace  plan ;  and 
the  Panama  Railroad  should  be  used'  as  an  outlet  for  hauling  away  the  material 
through  the  various  connections  suggested  above. 

Wherever  these  connecting  tracks  leading  from  the  double-track  line  along 
the  center  of  the  canal  to  the  Panama  Railroad.  Join  the  latter,  storage  yards 
should  be  put  in,  so*  that  loaded  cars  taken  from  the  steam  shovels  could  be 
set  out  at  these  points  and  taken  from  there  to  dumping  points  by  trains  run- 
ning exclusively  over  the  Panama  Railroad. 

This  arrangement  would  give  an-  outlet  for  the  material  on  both  the  east 
and  west  sides  of  the  south  end  of  the  cut  and  on  the  west  side  at  the  north  end 
of  the  cut  As  to  the  material  to  be  taken  out  on  the  east  side  at  the  north 
end  of  the  cut,  perhaps  the  most  advantageous  way  of  handling  It  would  be 
the  construction  of  a  track  leading  to  the  Gamboa  dam  site.  Mr.  Ruggles  has 
made  a  preliminary  survey  of  such  a  track.  It  will  be  in  the  neighborhood  of 
4  miles  long  and  will  be  very  heavy  work. 

If  this  track  is  constructed,  it  will  require  a  regular  grading  outfit  in  the  way 
of  a  large  number  of  teams,  scrapers,  etc.,  and  will  take  quite  a  little  time  to 
construct. 

If  this  line  is  constructed,  a  connection  between  it  and  the  Panama  Railroad 
in  the  vicinity  of  Matachin  should  be  made  in  order  to  get  equipment,  fuel,  and 
supplies  to  this  piece  of  track. 

A  new  switch-back  track  should  also  be  constructed  at  once  connecting  level 
90  meters  with  the  lower  level.  This  is  absolutely  necessary  in  order  to  carry 
on  any  further  work  at  lower  levels  on  the  east  side  of  the  canal  below  level  90. 

The  tracks  comprising  what  we  now  call  the  "  Llrlo  yard,"  on  the  east  aide 
of  the  cut  north  of  our  engine  house,  should  also  be  rearranged  and  a  track 
extending  from  this  yard  along  the  east  side  of  the  canal  outside  of  the  canal 
prism  be  constructed.  This  is  necessary  in  order  to  get  rid  of  the  tracks  which 
are  now  within  the  canal  prism  and  are  In  the  way  of  future  operations  in  that 
locality. 

The  question  of  moving  the  houses  from  the  old  village  of  Gulebra  should  be 
taken  up  at  once,  as  In  order  to  carry  on  our  work  on  that  side  of  the  canal  it 
is  necessary  to  move  back  the  old  Panama  Railroad  to  the  limits  of  the  canal 
prism  and  start  steam  shovels  working  along  In  front  of  the  village  in  order  to 
shape  up  the  cut  for  excavation  at  lower  levels. 

A  map  of  this  property  has  been  made  and  was  given  to  Governor  Davis 
some  time  ago,  requesting  that  arrangements  be  made  to  put  us  in  possession 
of  this  property. 

The  question  of  the  control  of  the  Sardinilla  River  and  the  east  fork  of  the 
Obispo  River  should  be  decided  upon  and  the  work  of  such  control  put  Into 
effect  at  once,  as  these  two  streams,  which  come  together  near  Las  Gascada&, 
flow  along  the  center  line  of  the  canal  from  that  point  to  Bas  Obispo,  and  but 
little  work  can  be  done  in  that  vicinity  until  this  water  is  taken  care  of  in  some 
manner,  nor  can  the  canal  be  deepened  to  any  great  extent  between  Empire  and 
Bas  Obispo  until  this  water  is  taken  care  of,  as  It  is  necessary  in  order  to  pro- 
vide drainage  the  whole  length  of  the  cut  to  open  out  this  portion  of  the  canal 
through  which  the  river  now  runs. 

In  order  to  use  the  new  equipment  a  portion  of  which  is  now  on  the  Isthmus, 
It  is  going  to  be  necessary  to  relay  all  of  our  present  tracks  with  different  rails 
from  the  high  Belgian  rail,  to  put  tie  plates  on  the  soft-wood  ties,  to  surface  these 
tracks,  and  to  ballast  a  portion  of  them  and  put  them  in  reasonably  good  con- 
dition to  handle  the  output  of  the  shovels. 
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I  think  we  should  arrange  for  the  future  erection  of  steam  shovels  at  Bas 
Matachin  or  Empire  and  take  this  work  entirely  away  from  Gulebra  in  order 
to  avoid  handling  material  over  our  present  Culebra  track. 

Engine  houses  should  be  established  at  once  at  Pedro  Miguel  and  at  some 
point  between  Empire  and  Culebra,  and  proper  facilities  for  storing  and 
handling  coal  should  be  provided  in  their  vicinity. 

Additional  engine  houses  should  be  established  in  the  vicinity  of  Bas  Obispo 
and  some  point  on  the  east  side  of  the  canal  at  the  north  end  of  the  cut  as 
soon  as  the  proper  location  can  be  determined  upou. 

A  large  number  of  dumps  should  be  established  at  accessible  places  along  the 
Panama  Railroad,  and  such  places  should  be  selected  where  the  dumps  can  be 
established  with  a  face  varying  from  10  to  20  feet  in  height  In  no  case  should 
our  dumps  exceed  the  latter  limit  except  for  material  taken  from  higher  level, 
such  as  level  90  meters  on  the  east  side  of  the  cut  at  the  north  end,  where  it 
is  easier  to  handle  material  on  higher  dumps  rather  than  to  attempt  to  take 
it  down  to  a  lower  level.  We  should  put  our  new  flat  cars  in  service  at  our 
^)resent  steam  shovels  as  rapidly  as  we  can  get  the  track  prepared  for  them, 
and  put  our  Lidgerwood  unloaders  and  bank  spreaders  in  use  in  connection 
with  them. 

In  order  to  handle  the  output  from  the  cut  rapidly  and  expeditiously  it  is 
going  to  necessitate  establishing  a  large  number  of  dumps  that  will  be  acces- 
sible to  the  Panama  Railroad  or  other  tracks  leading  from  the  shovels,  and  in 
order  to  work  these  dumps  properly  we  are  going  to  need  a  great  many  more 
Lidgerwood  unloaders  and  bank  spreaders  than  have  now  been'  provided,  as 
these  conveniences  should  be  supplied  at  every  dump. 

The  double  tracking  of  the  Panama  Railroad  should,  of  course,  be  done  in 
connection  with  the  plan  as  above  outlined. 

Our  present  drilling  facilities  are  entirely  inadequate  to  handle  the  work.  In 
the  first  place,  it  is  necessary  to  have  a  track  to  within  a  short  distance  of  the 
spot  where  the  drills  are  to  be  worked  In  order  to  get  the  boilers  which  we  are 
using  at  the  present  time  in  connection  with  the  steam  drills  to  the  point 
where  drilling  is  to  be  done.  On  account  of  this  necessity  It  has  been  Impos- 
sible for  us  to  operate  our  present  steam  drills  on  higher  levels,  because  we 
could  not  convey  steam  to  them  with  our  present  facilities. 

In  addition  to  the  drilling  machinery  that  has  been  ordered  we  should  have 
a  number  of  5i^-inch  drills,  such  as  are  manufactured  by  the  Star  Drilling 
Machine  Company,  of  Akron,  Ohio.  These  drills  are  operated  by  a  derrick  in 
connection  with  a  portable  engine  and  boiler,  and  holes  can  be  drilled  to  any 
depth.  These  machines  are  urgently  needed  for  knocking  down  material  from 
higher  elevations,  and  also  for  drilling  in  Isolated  places  between  Empire  and 
Bas  Obispo  in  doing  preparatory  work  in  the  way  of  laying  track  through  the 
lowest  portion  of  the  cut  as  it  now  exists. 

As  practically  all  of  the  new  steam  shovels  that  are  erected  from  now  on 
will  have  to  start  work  between  Pedro  Miguel  Junction  and  the  south  end  of 
tlie  high  portion  of  the  cut  at  Culebra,  and  from  Empire  to  Bas  Obispo,  it  Is 
imperative  that  most  of  the  track  work,  as  outlined  above,  will  have  to  be  done 
before  such  shovels  can  be  installed,  and  as  such  shovels  will  have  to  work  for 
some  time  In  places  where  they  will  have  little  or  no  face  to  work  upon.  In 
order  to  shape  the  cut  up  for  future  working,  the  output  of  such  shovels  for 
some  little  time  Is  going  to  be  necessarily  small,  their  work  being  entirely  of  a 
preparatory  nature. 

It  is  also  going  to  be  necessary  to  interfere  to  some  extent  with  the  output  of 
our  present  shovels  In  order  to  rebuild  the  existing  tracks  and  put  them  In 
proper  shape  for  handling  material ;  but  this  work  must  necessarily  be  done 
before  we  can  handle  material  expeditiously  and  economically. 

I  think  all  of  this  wrok  as  outlined  above  should  be  considered  as  of  para- 
mount importance  and  the  output  of  the  shovels  of  secondary  importance. 

In  other  words,  our  whole  energies  should  be  devoted  to  this  preparatory  work 
rather  than  to  a  large  output  and  small  unit  costs. 

With  regard  to  our  organization  at  Culebra,  I  think  it  Is  of  the  utmost  im- 
portance for  the  carrying  on  of  the  work  not  only  that  the  men  selected  as  heads 
of  the  different  departments  should  have  the  proper  qualifications,  but  that  they 
should  stay  continuously  with  the  work,  at  least  until  a  thorough  organization 
is  perfected. 

If  It  is  necessary  to  pay  higher  salaries  in  order  to  get  such  men  and  to  induce 
them  to  stay,  there  Is  no  other  part  of  the  work,  in  my  opinion,  where  the  money 
could  be  more  Judiciously  spent.    Practically  all  of  the  time  of  the  division 
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engineer  for  the  past  six  months  has  been  devoted  to  training  heads  of  depart- 
ments, Instructing  them  in  the  methods  of  work,  trying  to  enthuse  them  with  an 
esprit  de  corps,  and  in  endeavoring  to  cement  the  force  in  a  worl^ing  organiza- 
tion commensurate  with  the  requirements  of  the  woris. 

All  of  this  worl£  has  been  practically  lost  except  in  so  far  as  it  has  helped 
increase  the  output  for  the  past  months,  as  the  working  force  at  Gulebra 
changes  so  rapidly  that  one  man  has  no  more  than  gotten  a  fair  idea  of  what 
is  required  of  him  than  he  is  gone  and  an  entirely  new  man  is  in  bis  place. 

The  heads  of  departments  should  be  men  of  such  caliber  that  they  will  look 
closely  after  the  details  of  the  workings  of  their  departments,  watching  all 
lioints  where  efficiency  of  work  can  be  increased  and  costs  decreased. 

Heretofore  all  of  this  work  has  devolved  upon  the  division  engineer  himself. 
The  division  engineer  should  have  an  able  assistant  to  take  general  charge  of 
the  heads  of  departments  and  to  oversee  the  carrying  out  of  his  plans,  so  that 
his  time  may  be  largely  devoted  to  the  formulating  of  general  plans  for  the 
carrying  on  of  the  work. 

In  order  to  carry  on  the  work  as  outlined  above  and  to  push  it  as  it  should  be 
pushed,  it  is  going  to  be  necessary  to  make  a  large  addition  to  our  laboring 
forces.  If  we  have  to  do  all  the  grading  and  other  preparatory  work  for  laying 
track  with  picks  and  shovels,  as  we  have  had  to  do  heretofore,  we  should  have  at 
least  5,000  men  working  exclusively  upon  this  preparatory  work  in  order  to  get 
it  done  within  a  reasonable  length  of  time. 

If  the  new.  piece  of  track  is  to  be  built  leading  from  the  cut  to  the  Gamboa 
dam  site  we  should  have  a  regular  large-sized  grading  outfit  to  do  this  work. 
In  fact,  I  would  strongly  recommend  that  grading  of  that  character  be  done  by 
contract. 

Respectfully,  yours,  W.  E.  Dapchy,  Acting  Chief  Engineer. 


Personal.]  Ancos,  Isthmian  Canal  Zone,  May  2,  1905. 

My  Dear  Mr.  Wallace:  I  have  your  letter  of  April  16,  and  am  glad  to 
know  that  you  are  satisfied  with  the  situation  of  aflfairs  with  respect  to  the  new 
Canal  Commission.  I  hope,  with  nil  my  heart,  that  the  work  will  go  on  steadily 
without  delay  or  hindrance  to  a  successful  completion. 

The  death  of  Johnson  has  caused  a  sadness  throughout  the  community  in 
which  he  was  so  well  and  favorably  known,  and  all  lament  his  untimely  taking 
olT.  There  is  something  in  it  that  comes  home  to  me  with  special  force,  for  it 
is  like  the  ending  of  many  a  bright  young  man  I  have  seen  on  the  battlefield. 

April  passed  with  only  two  cases  of  yellow  fever  until  near  the  end  of  the 
month ;  then  two  men.  working  in  the  canal  building,  were  taken  sick — Johnson 
and  a  Mr.  Wilkes.  This  morning  Colonel  Gorgas  tells  me  that  two  ethers  are 
reported  as  having  yellow  fever:  one  from  the  canal  building,  and  the  other 
the  laundryman  at  the  Ancon  Hospital. 

There  seems  to  be  no  doubt  that  the  canal  building  itself  is  infected;  it  is 
almost  certain  that  Johnson  contracted  the  disease  there.  The  whole  establish- 
ment has  again  been  disinfected,  making  the  third  time,  and  I  have  asked 
Colonel  Gorgas  to  put  a  special  inspector  of  the  sanitary  department  on  watch 
in  this  building  to  see  that  there  shall  be  no  place  whatever  in  the  whole  struc- 
ture where  mosquitoes  can  breed.  Every  opening  in  the  building  Is  dosed,  and 
all  doors  are  covered  with  screens,  and  I  am  going  to  see  If  there  is  such  a 
thing  as  excluding  mosquitoes  from  the  building.  I  have  myself  observed  dur- 
ing the  last  two  weeks  special  activity  among  mosquitoes  in  my  office.  Mr. 
Dauchy  tells  me  that  his  experience  is  the  same,  and  others  have  mentioned  it 
to  me.  It  seems  certain  that  mosquitoes  are  breeding  on  the  premises.  Thifl 
condition  shows  how  eternally  vigilant  everybody  must  be  to  prevent  these 
insects  from  infesting  buildings  and  doing  their  work. 

A  week  ago  I  had  an  attack  of  malaria,  which  has  lasted  until  now.  I  do 
not  seem  to  be  able  to  shake  it  off,  although  I  have  swallowed  quinine  by  the 
bottle  full.  The  fever  does  not  go  very  high,  but  high  enough  to  make  me  feel 
very  disagreeable.  This  is  the  first  sickness  of  any  kind  that  I  have  had  since 
I  came  to  the  Isthmus  over  a  year  ago. 

I  think  it  is  a  very  great  misfortune  that  you  are  obliged  to  be  absent  at  this 
particular  time.  You  must  remember  that  this  is  a  transition  period.  The 
old  Commission  is  discredited  and  dismissed,  and  not  one  of  the  new  Comini»* 
siou  has  as  yet  arrived,  while  you  have  been  absent  for  reasons  that  you  could 
not  control.    This  leaves  a  state  of  affairs  on  the  Isthmus  that  is,  I  think,  very 
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much  to  be  regretted.  There  Is  no  head  here  to  command  the  necessary  con- 
fidence and  respect,  and  there  is  a  great  deal  of  bickering  and  fault-finding 
and  scolding  among  the  employees  all  along  the  line.  This  situation  is  con- 
stantly coming  to  my  knowledge.  The  character  of  the  employees  sent  here 
from  Washington  leaves  very  much  to  be  desired.  Of  course  Mr.  Dauchy  has 
told  you  of  this  time  and  again. 

I  have  talked  with  Dauchy  frequently  concerning  the  status  of  affairs,  and 
I  agree  with  him  in  what  he  has  written  to  you  of  the  very  great  desirability 
of  not  adding  any  more  to  the  force  here  until  we  are  better  organized  and 
better  able  to  take  care  of  those  who  come. 

We  are  now  pitching  tents  at  Culebra  for  sheltering  United  States  employees. 
The  employees  occupying  the  tents  are  naturally  discontented  and  find  fault 
The  death  of  Johnson  and  of  the  other  man  has  almost  created  a  panic,  and  I 
suppose  a  great  many  men  will  go  back  on  this  week's  steamer  to  the  United 
States. 

I  think  it  is  of  the  utmost  importapce  that  you  and  Judge  Magoon  should 
come  to  the  Isthmus  at  the  earliest  possible  time  as  the  representatives  of  the 
United  States  and  the  new  Commission  with  authority  to  act,  and  be  recognized 
as  possessing  that  authority.  I  think  this  is  a  matter  of  very«  serious  import, 
and  it  is  because  I  am  your  friend  and  wish  you  well  that  I  say  this  to  you. 

If  Mr.  Shonts  could  be  here  also  for  a  month  or  two  during  this  period  of 
change  to  familiarize  himself  with  everything  on  the  Isthmus,  I  think  it  would 
also  be  of  great  benefit,  but  of  course  I  know  he  has  many  other  things  to 
attend  to. 

I  have  not  yet  even  heard  of  a  definite  date  named  as  the  time  when  I  will 
be  relieved,  but  I  am  counting  on  getting  away  before  the  end  of  this  month. 
This  is,  however,  based  on-  hope  rather  than  on  expectation. 

The  delay  in  the  receipt  of  timber  Is  Interfering  greatly  with  building.  Quite 
a  number  of  buildings  have  been  authorized  for  the  health  and  other  depart- 
ments of  the  Zone  government,  and  the  fact  of  the  authorization  has  been  com- 
municated to  your  department  here,  but  nothing  can  be  done  in  commencing 
work  until  the  arrival  of  lumber. 

Plumbing  material  is  also  deficient.  The  toilet  rooms  in  the  canal  building 
are  in  the  same  state  as  when  you  left,  for  the  reason  that  there  is  nothing  on 
hand  to  work  with.  I  was  told  the  other  day  that  a  large  number  of  plumbers 
on  the  Isthmus  are  practically  idle  because  there  is  no  material,  and  the  same 
condition,  I  understand,  is  true  of  carpenters. 

Although  this  is  hearsay,  I  fear  it  must  be  true  from  the  fact  that  there  Is  no 
lumber  on  hand  of  the  sizes  necessary.  A  sailing  ship  with  a  cargo  of  lumber 
from  San  Francisco  is  now  overdue  three  or  four  weeks.  When  it  will  arrive  no 
one  can  say.  as  navigation  by  sailing  vessels  on  the  Pacific  Ocean  and  Panama 
Bay  is  proverbially  difficult. 

1  think  1  have  never  known  of  an  Instance  where  the  strong  directing  hand 
of  a  man  in  power  was  more  necessary  than  it  is  here  now.  Mr.  Dauchy  does 
the  very  best  he  can,  and  Is  patient  and  painstaking,  but  he  Is  not  regarded 
as  the  "head!*  in  the  real  sense,  and  I  am  confident  that  the  present  acting 
resident  engineer  at  Culebra  Is  entirely  unequal  to  his  task. 
Very  sincerely, 

Geo.  W.  Davis,  Governor, 

Mr.  John  F.  Wallace, 

Chief  Engineer,  Washington,  D.  C. 

May  3,  1905. 

P.  S. — ^The  foregoing  was  dictated  yesterday,  and  since  then  four  other  cases 
of  fever  have  been  diagnosed  as  "  yellow  fever  "  and  taken  to  the  hospital.  Two 
of  these  cases  are  light  and  will  cause  no  serious  sickness.  The  case  which 
gives  the  most  concern  now  Is  that  of  Mr.  West,  the  auditor,  who  has  been 
sick  two  days,  and  in  respect  to  whom  the  prospects  are  that  he  will  be  very  seri- 
ously sick,  as  I  am  informed  by  Colonel  Gorgas. 

How  the  Infecting  of  the  canal  building  has  been  accomplished  It  Is  not  easy 
to  understand.  Of  course  a  large  number  of  nonimmune  people  are  employed 
in  that  building  than  in  any  other  In  the  city,  and  it  Is  a  wonder  to  me  how  tt  is 
that  we  have  not  had  many  cases,  among  those  employees  who  do  their  work  In 
this  building,  since  I  have  been  here. 

An  examination  by  an  inspector  yesterday  disclosed  the  fact  that  in  the  bowls 
in  whlA  are  kept  the  moistening  brushes  for  letter-press  books — eight  were 
found  in  the  building — in  all  but  one  were  found  the  larvae  of  mosquitoes. 
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There  was  only  half  a  gill  of  water  In  each  bowl,  and  only  a  narrow  slit  for 
access  to  it.  I  am  having  the  screens  all  carefully  examined,  and  an  insjiector 
will  critically  watch  and  examine  everything  In  the  building  that  could  fur- 
nish a  harbor  for  mosquitoes.  All  the  screen  doors  on  the  balconies  will  have 
locks  placed  on  them  and  the  key  for  each  place<i  in  the  hands  of  a  designated 
individual,  who  will  be  held  responsible  to  see  that  the  doors  are  always  shut. 

The  trouble  over  the  Jamaicans  working  in  Panama  under  Mr.  C.  E.  Davis,  which 
occurred  three  or  four  days  ago,  originated  in  a  scold  and  complaint  about  food, 
for,  as  you  know,  these  men  were  hired,  were  contracted  for,  to  be  paid  and  fed 
by  the  Panama  Railroad.  I  called  upon  Mr.  Prescott  for  any  information  he 
could  give  me  concerning  the  status  of  the  affair  with  regard  to  these  men 
and  the  feeding  contract,  and  he  says  that  the  feeding  was  done  by  the  same 
contractor  who  had  been  for  some  time  past  doing  this  same  kind  of  work  for 
other  gangs  of  men  working  for  the  railroad ;  that  the  price  paid  for  board  was 
70  cents  (silver)  per  day  per  man. 

Mr.  Claude  Mallet  (British  consul),  who  was  complained  to  in  regard  to  the 
ti*eatment  of  these  Jamaicans,  told  me  that  he  went  to  the  barracks  and  exam- 
ined the  food  which  he  saw  served,  and  he  was  quite  satisfied  that  what  was 
being  given  to  the  men  was  entirely  suitable  and  abundant  in  quantity ;  but  since 
then  he  has  written  to  me  officially,  saying  that  complaints  have  since  been 
made  which  indicate  that  the  food  served  is  not  what  it  should  be. 

I  have  given  Captain  Shanton  directions  to  have  all  meals  set  out  for  these 
men  examined  daily — morning,  noon,  and  night — and  a  record  kept  of  what 
was  served,  what  complaint  may  have  been  heard  by  the  inspector,  and  what 
basis,,  if  any,  there  was.  In  this  way  I  expect  to  be  able  to  collect  some  data 
on  the  subject.  I  realize  that,  strictly  speaking,  it  is  none  of  my  business,  but 
as  I  feel  anxious  that  the  work  shall  be  pushed  along  without  any  hindrance 
or  delay,  and  to  have  possible  causes  for  complaint  removed,  and  as  the  situation 
respecting  the  feeding  of  these  laborers  is  very  serious,  and  as  the  chief  of 
police,  under  my  orders,  is  available  to  make  this  investigation,  it  seems  to  me 
desirable  to  collect  the  data ;  and  this  I  am  having  done. 

The  attack  upon  the  laborers  by  the  Panama  police  resulted  from  an  appeal, 
or  a  request  made  to  the  Panama  police  by  Mr.  Barrll,  who  saw  that  there  was 
likely  to  be  trouble,  the  men  having  refused  to  go  to  work  because  it  was  claimed 
that  they  were,  insufficiently  or  unsuital)ly  fed.  Mr.  Barrll  asked  the  police 
to  compel  them  to  go  to  work,  and  It  was  complying  with  this  very  improper 
request  that  brought  about  the  first  clash.  I  learn  that  the  first  blow  smck 
was  probably  by  a  Jamaican  throwing  a  piece  of  broken  stone  at  a  policeman, 
then  there  was  a  general  sort  of  a  melee  and  three  policemen  were  injured,  the 
policemen  using  their  guns  and  bayonets  as  one  would  use  a  club.  Several  of 
the  injured  Jamaicans  at  the  Chiriqui  Barracks  went  over  to  the  administration 
building,  together  with  a  considerable  crowd,  and  there  Captain  Shanton  saw 
them,  and  he  went  to  the  place  where  they  were  congregated,  about  75  to  100 
in  number,  several  of  them  cut  and  bleeding,  and  these  he  lined  up  separately 
so  as  to  keep  them  out  of  the  other  crowd,  intending  to  send  for  an  ambulance 
to  take  them  to  the  hospital,  but  just  at  this  time  a  cordon  of  about  30  Panama 
police  came  down  at  double  time  from  the  police  station  and  halted  in  front  of 
the  canal  building. 

Captain  Shanton  called  out  to  them  in  Spanish  to  wait,  and  pointing  to  these 
men,  said,  "These  are  wounded  men."  One  of  these  men  started  to  moTe 
away  from  where  he  was  standing,  whereupon  the  lieutenant  of  the  police 
squad  drew  his  sword  and  struck  a  very  severe  blow  at  the  Jamaican,  knocking 
him  down  and  cutting  him  badly.  Then  the  whole  30  men,  with  their  guns 
and  bayonets  proceeded  to  rush  at  these  men  who  were  waiting  at  the  canal 
building,  and  who  certainly  had  in  no  way  committed  any  violation  of  the  peace, 
or  done  anything  that  should  have  subjected  them  to  an  assault  The  Jamaicans 
broke  and  ran  in  all  directions,  pursued  by  the  police;  but  so  general  was  the 
apparent  purpose  of  the  police  to  assail  the  negroes  that  wherever  any  were 
found  at  work  in  the  trenches,  whether  they  were  half  a  mile  away  from  the 
canal  building  or  at  the  Chiriqui  Barracks,  they  were  set  upon  and  pounded, 
crushed,  and  bruised  by  the  police. 

Mr.  Mallet  the  British  consul,  told  me  that  he  knew  for  certain  that  beyond 
the  Caledonia  railroad  station  some  of  the  Jamaicans  who  did  not  even  know 
that  there  was  a  row  were  set  upon  by  the  police.  Mr.  Mallet  is  naturally 
indignant,  and  has  made  a  representation,  as  I  understand,  to  the«Panama 
(government  Mr.  John  Barrett  our  minister,  who  also  saw  what  Captain 
Shanton  saw,  made  a  similar  representation  to  the  Panama  Government    I  was 
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in  my  house  on  that  day,  by  order  of  the  doctor,  and  not  allowed  to  leave  it, 
so  that  my  knowledge  is  derived  only  from  hearsay. 

I  directed  Captain  Shanton  to  make  a  report  to  me  of  what  he  saw,  and  I  sent 
his  report  to  the  Panama  Government  on  the  following  day.  with  a  statement 
to  the  effect  that  I  purposed  to  forward  to  the  Government  in  Washington  a 
report  of  the  occurrence,  and  that  if  they  should  deem  it  fit  to  inform  me  as  to 
any  action,  or  proposed  action,  of  the  Panama  Government,  I  should  be  glad  to 
forward  the  same  to  Washington;  but  I  had  no  reply  from  the  minister  for 
foreign  affairs,  and  I  have  not  been  able  to  ascertain  to-day  from  Mr.  Barrett 
whether  he  has  received  any  response  from  the  Panama  Government. 

The  original  fault  was  due  to  Mr.  Barril's  request  of  the  police  of  Panama 
to  drive  these  Jamaicans  to  work.  I  suppose  that  some  of  our  foremen  are  free 
and  unlicensed  in  the  use  of  language  toward  these  Jamaicans,  Just  as  I  have 
seen  foremen  in  the  United  States  use  with  respect  to  negroes,  to  Italians,  and  to 
Chinese,  including  all  Latin-Americans,  Filipinos,  Malays,  and  Sandwich  Island- 
ers— in  fact  everybody  with  a  dark  skin.  According  to  the  ideas  of  some  of  our 
tougher  class  of  Americans,  among  whom  I  fear  are  a  good  many  of  our  fore- 
men and  overseers  on  the  Isthmus,  all  such  people  are  designated  as  "  niggers." 
They  thus  refer  to  them,  usually  with  prefixes  of  oaths  and  obscenity.  These 
words  are  let  drop  in  the  presence  of  men  who  are  not  accustomed  to  it,  and 
they  naturally  resent  it,  and  as  a  result  a  grreat  deal  of  bickering  and  hard 
feeling  grows  up  between  the  Jamaica  laborers  and  the  American  foremen. 

I  have  done  all  I  could  in  every  way  by  the  exercise  of  mo^al  suasion  and 
by  prosecution  in  the  case  of  those  who  violate  the  law,  but  it  is  very  little  that 
one  can  accomplish  in  th^  face  of  a  set  determination  of  the  low-class  Ameri- 
cans to  generally  illtreat  these  negroes.  I  think  that  part  of  this  trouble  has 
grown  out  of  that  state  of  affairs,  and  I  think  it  is  likely  to  continue  until  we 
have  a  class  of  men  here  who  will  be  more  careful  in  the  use  of  language,  and 
who  will  treat  any  man  who  behaves  himself  as  a  man. 

In  talking  about  this  plan  of  feeding  laborers  by  contract  Mr.  Mallet  re- 
marked that  in  his  experience  among  West  Indian  negroes  it  was  a  very  bad 
plan  indeed — ^that  is,  to  make  a  contract  for  feeding  these  men — l)ecause,  he 
says,  it  is  one  unending  source  of  complaint  One  man  does  not  like  rice,  an- 
other does  not  like  beans,  another  does  not  like  plantains,  and  another  does 
not  like  potatoes,  and  they  all  scold  and  find  fault,  and  grow  sulky  over  It, 
and  make  all  sorts  of  trouble.  He  says  that  in  his  judgment  it  is  far  better 
not  to  attempt  to  feed  these  people.  I  reminded  him  of  the  conditions  that 
exist  here,  stating  that  it  w^as  absolutely  necessary  that  we  should  feed  these 
men  where  w^e  bring  them  to  the  Isthmus  the  way  we  do  and  where  they  have 
no  permanent  homes.  He  said  that  he,  of  course,  realized  that  special  condi- 
tions might  make  it  necessary,  but  he  says  that  it  is  better  in  the  long  run  to 
pay  them  their  wages  and  let  them  feed  themselves. 

I  iQclose  herewith,  from  the  Star  and  Herald  of  this  morning  (May  3),  a 
clipping  which  gives  a  fair  notion,  I  think,  of  what  is  in  the  minds  of  the 
Panama  people  on  this  general  subject  about  which  I  have  been  writing  to  you. 
I  inclose  also  some  letters  from  a  couple  of  Jamaicans. 

I  am  writing  this  long  letter  to  you  instead  of  to  Mr.  Shonts  for  the  reason 
that  you  personally. know  the  condition  of  affairs  here,  while  Mr.  Shonts  does 
not  But  I  feel  sure  that  you  will  bring  to  the  attention  of  the  chairman 
everything  I  write  to  you  that  will  be  of  interest  to  him. 

G.  W.  D. 

(Inelosures  not  preserved  with  retained  copy  of  this  letter. — G.  W.  D.)    * 


Exhibit  19. 

[Personal.] 

Panama,  June  8,  1905. 
Hon.  WiLUAM  H.  Taft, 

Secretary  of  War,  Waahin'gton,  D.  C. 
My  Deab  Mb.  Secretaby  :   Upon  my  arrival  on  the  Isthmus  it  is  needless  to 
say  that  the  entire  organization  was  found  In  a  state  of  more  or  less  demorali- 
7.ation.     At  the  same  time  the  spirit  of  disloyalty  mentioned  by  Mr.  Barrett  did 
not  exist    The  feeling  was  more  one  of  depression  and  discouragement. 
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This  was  due  to,  first  the  general  climatic  Influences  on  tlie  men :  second,  the 
more  or  less  panicky  feeling  generated  by  the  deaths  of  Messrs.  Johnson  and 
West. 

The  dissatisfaction  among  the  men  was  of  two  general  kinds,  one  class  beins 
those  who  openly  expressed  dissatisfaction,  or  who  might  be  called  the  "kick- 
ers." who  had  only  recently  come  to  the  Isthmus,  and  who  were,  in  reality, 
unfit  men  who  had  l)een  employed  in  response  to  general  requisitions,  having 
been  engaged  through  the  clerks  in  the  Washington  oflice,  a  large  number  of 
them  having  actually  been  employed  by  the  lady  stenographers,  who  were  unfa- 
miliar with  expert  labor. 

It  is  a  fundamental  principle  that  men  who  are  unemployed  and  apply  for 
positions  here  are  undesirable.  The  kind  of  men  needed  are  those  already 
engaged  in  the  satisfactory  performance  of  their  duties,  to  whom  It  Is  necessary 
to  pay  an  increased  rate  of  salary  in  order  to  induce  them  to  give  up  a  posltloo 
in  which  they  are  satisfactorily  employed  to  come  to  the  Isthmus  and  put  up 
with  the  inconveniences  that  are  necessarily  attached  to  coastruction  work  in  a 
foreign  tropical  country. 

The  dissatisfaction  among  the  men,  however,  that  gave  the  most  anxiety  was 
of  the  silent,  unexpressed  nature,  which  existed  among  our  loyal  and  better 
class  of  employees.  In  time  this  would  have  resulted  in  their  gradually  leav- 
ing the  Isthmus,  as  they  were  offered  positions  in  the  States,  or  In  their 
taking  their  leaves  of  absence  in  the  normal  way  and  not  returning,  provided 
they  could  find  any  other  means  of  earning  a  living.  Alwve  all  was  the  disad- 
vantage to  the  work  where  men  were  compelled  to  remain  here  in  order  to  earn 
n  living,  with  a  silent  feeling  of  discouragement.  * 

I  think  It  can  be  said,  without  egotism,  that  my  return  to  the  Isthmus,  par- 
ticularly being  accompanied  by  Mrs.  Wallace,  had  an  immediate  and  material 
effect  in  restoring  confidence.  This,  however,  was  based  on  the  evident  hope 
that  under  the  changed  order  of  things  a  new  and  broader  policy  would  be 
odopted  and  immediate  steps  taken  to  more  liberally  compensate  the  men  and 
proi>erIy  organize  the  work,  which  was  Impossible  under  the  old  conditions. 

This  I  have  been  continuously  employed  upon  since  my  return.  The  chief 
engineer  has  made  every  effort  to  perfect  a  new  and  permanent  organization 
since  his  return,  as  fast  as  the  details  could  be  worked  out,  and  the  outlook  Is 
becoming  more  and  more  favorable. 

Material  is  now  coming  in  and  the  men  are  becoming  better  housed.  Provi- 
sion for  amusement  and  entertainment  will  be  taken  up  later. 

Governor  Magoon  was  enthusiastically  received  by  the  Panamanians,  as  well 
as  by  the  American  employees  and  people  inhabiting  the  Zone. 

His  friendly  and  genial  disposition,  his  broad  views,  and  the  hard,  sterling 
common  sense  which  he  exercises  in  the  consideration  of  all  questions  submitted 
to  him,  coupled  with  the  hearty  cooperation  which  he  has  extended  to  me  at  all 
times  and  in  all  things,  have  been  a  great  encouragement  • 

The  greatest  handicap  at  this  time  is  the  lack  of  several  high-class  loyal 
assistants.  All  the  men  here  are  loyal  and  perfectly  competent  In  the  handling 
of  their  several  divisions  or  bureaus  as  the  work  now  exists,  but  in  view  of  the 
large  amount  of  organization  and  expansive  work  ahead,  several  high-salaried 
men  are  meeded  who  should  be  personally  selected  by  the  Alef  engineer. 

Since  my  original  apoplntment  as  chief  engineer  this  matter  has  been  given 
constant  thought  and  a  great  many  men  considered  for  the  more  Important  posi- 
tions that  have  not  yet  been  filled,  particularly  that  of  assistant  chief  engineer. 

Befusal  after  refusal  has  been  met  with,  although  as  high  as  $15,000  per 
annum  has  been  offered  In  a  tentative  way.  This  position  Is  a  most  difficult  one 
to  fill — ^probably  much  more  so  than  it  would  be  to  select  a  successor  to  the 
chief  engineer,  as  his  assistant  must  necessarily  have  ability  fully  equal  to 
that  of  his  superior  and  be  perfectly  competent  to  step  Into  his  place  should  ill 
health,  inclination,  or  any  other  reason  cause  the  chief  engineer  to  leave  the 
service. 

It  Is  absolutely  necessary  that  a  man  of  this  character  should  be  secured 
without  further  delay,  and  that  he  should  be  personally  selected  by  and  be  a 
man  In  whom  the  chief  engineer  has  perfect  confidence. 

It  will  also  be  necessary  to  employ  other  high-class  men  in  the  immediate 
future.  It  was  the  intention  of  the  chief  engineer  to  secure  these  men  on  his 
recent  return  to  the  States,  after  personal  conferences  and  full  investigation  of 
their  records,  but  the  lmi)ortant  matters  connected  with  the  reorganization  of 
the  Commission  and  the  Panama  Railroad  Company  prevented;  and  on  atxvnnt 
of  the  demoralization  which  had  occurred  during  my  absence,  due  to  the  deaths 
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of  Messrs.  Johnson  and  West  and  the  illness  of  General  Davis  and  the  general 
their  records,  but  the  important  matters  connected  with  the  reorganization  of 
of  the  Commission,  It  appeared  highly  desirable  for  me  to  return  to  Panama  at 
once  and  allow  the  question  of  personnel  to  be  taken  up  at  a  later  date. 

Prior  to  being  called  to  the  States  I  had  addressed  a  letter  to  Admiral  Walker, 
a  copy  of  which  is  hereto  attached,  applying  for  leave  of  absence,  during  which 
I)eriod  I  expected  to  have  an  opportunity  to  canvass  and  interview  the  men 
required  for  the  higher  positions.  Shortly  after  this  letter  was  written  a  cable 
'  was  received  from  the  Secretary  of  War  outlining  the  reorganization  of  the 
Commission,  and  the  letter  was  never  feplied  to. 

Since  my  return  I  have  been  most  vigorously  employed  In  arranging  for  the 
reorganization  of  the  work  and  in  stiffening  up  the  weak  points. 

In  the  meantime  cables  and  letters  have  been  received  from  the  States  in 
regard  to  matters  which  vitally  concern  my  personal  interests,  which  could  not 
be  brought  to  a  consummation  before  leaving  the  States. 

There  are  also  several  matters  which  it  is  desirable  to  discuss  with  you  before 
your  departure  for  the  Philippines,  which  I  do  not  think  it  wise  to  hold  until 
your  return,  and  which  can  not  satisfactorily  be  handled  either  by  cable  or  by 
letter. 

While  they  might  be  considered  largely  of  a  personal  nature,  any  action 
taken  for  my  personal  Interest  would  affect,  to  a  greater  or  less  extent,  the 
work  here. 

I  therefore  addressed  a  cable  to  you,  as  follows : 

**  Secretabt  of  Wab,  Waahinffton: 

"  Important  complicated  business  matters  which  can  not  be  arranged  by  cor- 
respondence, and  which  may  affect  my  relations  as  chief  engineer  of  Commis- 
sion, necessitate  immediate  return  to  the  United  States  to  confer  with  you  and 
others.  An  order  from  you  to  return  for  official  consultation  will  prevent  appre- 
hension on  the  part  of  employees.  Suggest  Shonts  remain  until  my  arrival. 
Please  answer. 

"  Wallace." 
and  received  the  following  reply ; 

"  Wallace,  Panama: 

"  Secretary  of  War  and  Shonts,  In  accordance  with  your  request  and  without 
knowledge  of  circumstances  that  justify,  approve  your  return  for  consultation 
with  them  at  Washington. 

"  Edwabds." 

The  suggested  order  to  return  to  the  States  for  a  conference  with  you  prior 
to  your  leaving  for  the  Philippines  was  to  cause  a  better  effect  on  the  men  here 
than  if  they  understood  I  had  returned  of  my  own  volition,  as  It  would  be 
natural  to  suppose  that  you  might  desire  a  personal  conference  with  me  in 
relation  to  the  work  here  before  your  departure  for  a  considerable  absence 
from  the  country. 

My  intention  was  to  make  a  hurried  trip  to  the  States,  in  order  to  return  here 
in  time  to  be  present  at  the  meeting  of  the  Commission  on  the  2d  of  July. 

However,  it  is  possible  to  make  such  progress  in  my  reorganization  work  that 
I  believe  I  can  finish  everything  up  and  sail  for  the  States  on  the  steamer 
Finance,  which  will  leave  here  Monday,  June  12;  and  as  I  have  been  con- 
tinuously at  work  for  the  Commission  without  any  vacation  (having  taken 
practically  none  when  in  the  States),  I  respectfuly  request  that  I  be  granted  at 
least  six  weeks'  leave  of  absence,  dating  from  the  completion  of  the  conference 
with  yourself  and  the  chairman  of  the  Commission,  or  after  I  have  finished 
such  business  as  I  may  be  called  upon  to  attend  to  in  Washington  or  New  York 
for  the  Commission  or  the  Panama  Railroad. 

In  this  connection  I  desire  to  say  that  one  of  the  basic  conditions  made  with 
Admiral  Walker  in  May,  1904,  when  I  considered  the  proposition  to  come  to 
Panama,  was  that  I  should  have  at  least  two  months'  leave  of  absence  during 
each  year. 

The  Admiral  was  disinclined  to  accept  this  proposition,  but  finally  stated  to  me 
that  I  could  have  six  weeks  in  connection  with  some  of  my  business  trips  to 
W^ashington,  and  that  the  six  weeks  would  date  from  my  leaving  Washington 
until  again  reporting  there  for  duty. 

I  know  of  no  time  during  the  next  year  when  the  work  will  be  In  better  con- 
dition to  permit  of  my  absence.    It  is  thoroughly  organized,  everything  possible 
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that  can  be  foreseen  provided  for,  and  a  feeling  of  loyalty  and  enthusiasm  now 
l)ermeates  the  entire  personnel. 

On  landing  in  New  York,  on  the  19th  or  20th  of  June,  I  would  like  to  spend 
one  or  ti^^o  days  there  on  matters  connected  with  the  Panama  Railroad  before 
I  proceed  to  Washington,  when  I  hope  you  will  be  able  to  give  me  a  personal 
Interview. 

Hoping  that  this  will  meet  with  your  approval,  I  remain, 
Very  respectfully, 

John  F.  Wallace,  Chief  Engineer, 


Exhibit  20. 

Isthmian  Canal  Affaibs,  Office  of  Administration. 

Washington,  D.  C,  April  IS,  1906. 
Sib:  I  have  the  honor  to  attach  hereto  a  statement  showing  the  number  of 
employees  on  the  Isthmus  during  the  months  from  January  to  October,  1905. 
and  information  concerning  separations  from  the  service  during  a  part  of  this 
period,  requested  in  your  memorandum  of  the  11th  instant 
Respectfully, 

Joseph  Buckun  Bishop,  Secretary, 
The  Secretaby  of  Wab. 


f^'tatement  of  numher  of  employees  of  the  Isthmian  Canal  Commission  located 
on  the  Isthmus  of  Panama  during  the  months  from  January,  1905,  to  October, 

1905. 


Month. 


January  . 
February 
March  ... 

April 

May 


Number 
of  ffold 


Number 
of  silver 


empioyeee,  employees. 
Isthmus.      Isthmus. 


812  , 
1,174 
1,244 
1,587 
1,763  , 


4,628 
6,594 
7,402 
7,890 
7,806 


Month. 


I  Number     Nomber 
of  gold       of  silver 
empfoyeea,  employaea, 
I  Isthmus.  ,  Isthmua. 


June 

July I 

August ' 

September 

Ootober i 


1,641 
2,402 
2.605 
2.631 
2,7T2 


8,U7 
9,865 

12.480 
14,801 


statement  of  Panama  Railroad  Company  as  to  passengers  carried  on  its  steamers 
from  Colon  to  New  York  from  June  1  to  September  SO,  1905. 


Month. 

Cabin. 

CSarried 
•rig" 

Total 
carried. 

gteei- 

June - 

120 
104 
200 

138 

161 
186 
241 
181 

i^ 

July 

56 
05 

August 

September -                  --  ..    _  .  . 

» 

Total 

571 

706 

«r4 

Of  the  274  steerage  passengers  returned  during  this  period  possibly  one-half  were  retnrUU^ 
canal  employees  who  were  not  given  the  920  rate. 

The  above  number  (671)  will  also  include  employees  returning  to  the  United  States  oa  le»Te 
of  absence. 
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Statement  of  the  total  separations  from  the  Isthmian  service  of  gold  employees, 
from  April  1  to  September  30,  inclusive,  as  shotcn  hy  the  records  of  the  Wash- 
ington office. 

April  109 

May 150 

June   171 

July 110 

August    162 

September   139 

Total  S41 

Respectfully  submitted. 

Joseph  Bugklin  Bishop,  Secretary. 


Exhibit  21. 

[New  York  Tribune,  April  28,  1906.] 

Panama,  April  27. — All  the  contract  Jamaicans  working  at  the  aqueduct 
struck  to-day,  alleging  insufficient  food  as  the  cause.  Six  policemen,  who  were 
summoned  by  Engineer  Barrill  to  compel  the  men  to  work,  were  badly  beaten, 
and  Barrill  himself  was  stoned.  Armed  policemen  reestablished  order  and  pre- 
vented a  riot 

[New  York  Tribune,  May  5,  1906.] 

Panama,  May  4- — ^The  steamer  leaving  Colon  for  New  York  to-day  had  on 
board  a  large  number  of  canal  employees,  over  50  of  them  having  resigned. 

[New  York  Herald,  May  6,  1906.] 

Colon,  Friday. — ^The  steamship  Segurance  sailed  from  this  port  yesterday  for 
New  York  with  a  large  number  of  passengers,  over  30  iate  employees  of  the 
Isthmian  Canal  Commission  going  home  in  consequence  of  discontent  with  con- 
ditions on  the  Isthmus.  The  rainy  season  has  set  in,  hindering  the  work  of 
bush  cutters  back  of  the  town,  which  will  remain  swampy  till  January  unless 
filled  up  before  that  time. 

[New  York  Herald,  May  7,  1906.] 

Washington. — Mr.  Shouts,  chairman,  having  returned  to  Washington,  a  meet- 
ing of  the  executive  committee  of  the  Isthmian  Canal  Commission  was  held 
to-day.  Open  expressions  of  discontent  and  grumbling  on  the  part  of  the  em- 
ployees in  the  Canal  Zone  and  frequent  resignations  have  impressed  the  com- 
mittee with  the  belief  that  something  must  be  done  to  make  the  service  more 
attractive  to  young  Americans. 

The  most  Important  decision  to-day  was  that  there  should  be  a  rearrange- 
ment of  salaries,  the  particular  feature  of  which  will  be  liberal  allowances  in 
the  lower  grades.  Provision  will  be  made  for  leaves  of  absence  on  a  more 
generous  scale  than  in  the  past,  and  the  social  life  of  the  American  colony  will 
be  developed.  Sports  will  be  encouraged,  grounds  provided  for  baseball,  tennis, 
and  open-air  games ;  the  organization  of  clubs  will  be  provided  for  and  accom- 
modations for  them  supplied  by  the  Commission,  and,  altogether,  it  is  hoped 
to  check  the  growing  feeling  of  discontent. 

[New  York  Tribune,  May  7, 1906.] 

Washington,  May  6. — In  an  article  headed  "  Better  canal  service— Commission 
plans  to  make  Isthmus  work  more  attractive,"  the  following  appears : 

"Ttae  Panama  Canal  Commission  has  determined  to  do  everything  in  its 
power  to  make  service  In  the  Canal  Zone  attractive,  and  In  that  way  hopes  to 
dissipate  the  general  dissatisfaction  prevalent  among  Federal  employees  in 
Panama.  Ball  grounds,  tennis  courts,  bowling  alleys,  and  other  forms  of  inno- 
cent amusement  will  probably  be  provided.    The  policy  of  promoting  those  who, 
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by  eflaclent  service  in  the  Zone,  deserve  recognition,  will  be  strictly  adhered  to 
wherever  possible,  in  contrast  to  the  policy  of  calling  on  the  Civil  Service 
Commission  in  Washington  for  clerks  who  have  qualified  for  the  higher  classes 
of  service  or  securing  the  transfer  of  such  clerks  from  the  Executive  Etepart- 
ments  in  Washington. 

"  The  adoption  of  this  policy  grows  out  of  an  extended  report  recently  made 
by  General  Davis,  in  which  he  outlines  the  general  dissatisfaction  among  em- 
ployees in  the  Zone,  the  unfortunate  circiunstances  in  which  many  of  them 
were  placed,  and  the  general  misunderstanding  of  conditions  under  which  many 
of  them  accepted  employment. 

"  From  this  report  it  appears  that  a  considerable  number  of  employees  came 
to  Panama  with  the  understanding  that  they  would  receive  generous  salaries 
and  rapid  promotion,  enjoy  exceptionally  comfortable  quarters,  and  labor  under 
particularly  rosy  conditions.  The  conditions  are  generally  the  reverse  of  what 
they  say  they  were  led  to  expect  General  Davis  dwells  at  considerable  length 
upon  the  impossibility  of  housing  the  employees,  the  utter  impracticability  of 
men  bringing  their  wives  and  families  to  the  Zone  under  existing  conditions, 
the  impossibility  of  their  realizing  their  expectations  with  regard  to  salaries  and 
promotions,  and  the  numerous  temptations  which  beset  them,  chiefly  in  the  way 
of  gambling  dens,  lotteries,  etc." 

*  [New  York  Tribune,  May  10, 1906.] 

Colon,  May  9. — Fifty  Inagua  Island  (Bahamas)  contract  laborers,  who  were 
brought  here  on  the  American  steamer  Advance  last  Friday  and  were  detailed 
to  work  on  the  Colon  reservoir,  2  miles  back  of  Monkey  Hill  station,  obstinately 
refuse  to  work,  saying  that  they  have  to  work  In  mud  swamps  and  that  their 
huts  are  not  fit  to  live  in  and  that  their  food  Is  unsatisfactory.  The  islanders 
marched  In  a  body  yesterday  to  the  British  consulate  and  laid  complaints  before 
the  vice-consul,  who  is  looking  into  their  alleged  grievances.  The  canal  author- 
ities are  finding  It  difilcult  to  obtain  labor  for  that  locality. 

[New  York  Tribune,  May  12, 1905.] 

It  appears  that  the  yellow-fever  scare  on  the  Isthmus  of  Panama  has  not 
abated  and  that  conditions  are  serious  there.  This  appeared  yesterday  in  the 
return  by  the  Panama  Line  steamship  Seguranca  of  30  young  men  who  went 
down  to  work  for  the  Canal  Commission.  All  are  coming  home  because  they 
were  alarmed  over  the  fever  scare.    Said  one  of  the  men : 

"  There  is  yellow  fever  there,  and  it  Is  likely  to  spread.  Of  course  I  do  not 
say  that  anything  which  could  be  done  is  neglected  by  the  'officials  and  that 
sanitation  is  not  being  looked  after.  At  the  same  time  w^e  are  of  the  opinion 
that  it  will  be  a  good  long  time  before  conditions  down  there.  In  regard  to 
health,  will  be  brought  up  to  the  same  standard  as  they  were  when  the  Ameri- 
cans turned  over  Cuba." 

[New  York  Times,  May  15, 1906.] 

According  to  the  opinion  expressed  yesterday  by  the  commission  appointed 
by  the  Japanese  Government  to  investigate  labor  conditions  in  Panama,  the 
germs  of  the  Canal  Zone  were  likened  to  the  death-dealing  qualities  of  the  Rus- 
sian bullets. 

"The  consul  will  make  a  report  of  our  investigation  to  the  office  of  foreign 
affairs  at  Tokyo,  but  just  what  recommendations  the  report  will  name  I  can 
not  say  just  at  this  time,"  said  Mr.  Richardson  (secretary  of  the  consulate  at 
San  Francisco),  **  but  my  own  private  opinion  would  be  that  it  would  not  be  wisie 
to  send  a  big  number  of  Japanese  Into  the  Isthmus  at  this  time,  and  I  think  It 
would  be  equally  unwise  for  the  Panama  Commission  to  accept  them,  Inaamncii 
as  it  seems  to  me,  with  the  prevailing  conditions  In  the  Canal  Zone,  the  men 
would  become  very  much  discontented.  The  sanitary  conditions  are  still  very 
bad. 

"  There  were  several  cases  of  yellow  fever  while  we  were  there,  and  the  mos- 
quitos  are  woefully  obnoxious.  The  labor  conditions  appear  bad,  the  principal 
laborer  being  the  native  negro,  and  it  would  seem  folly  ht  this  time  to  import 
labor  that  was  not  accustomed  to  climatic  conditions  under  the  present  bad 
sanitation  arrangements." 
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[New  York  Times,  May  15, 1905.] 

Pittsburg,  May  14. — "  Tell  the  boys  to  stay  at  home  if  they  get  only  a  dollar 
a  day,"  is  the  advice  of  a  McKeesport  boy  now  working  with  the  construction 
gang  on  the  Panama  Canal. 

Chas.  L.  Carroll,  son  of  Mrs.  Sadie  Carroll,  of  604  Ridge  avenue,  McKeesport, 
was  one  of  the  first  to  go  to  the  Isthmus  to  work.  In  a  letter  to  his  mother 
received  yesterday  he  says  he  is  thoroughly  sick  of  the  country  and  everything 
connected  with  the  canal,  and  will  be  home  in  a  month. 

**  Every  person  is  afflicted  with  running  sores  all  over  the  body,"  the  letter 
goes  on.  '*  We  are  compelled  to  sleep  in  an  old  shed,  six  in  a  room,  on  cots. 
Rain  water  is  drunk  more  than  the  river  water,  because  it  is  the  better.  The 
meals  provided  would  sicken  a  dog." 

[New  York  Herald,  May  21, 1906.] 

Panama,  May  15,  1905, 

EnrroB  of  the  Herald  :  I  am  a  reader  of  the  New  Tork  Herald,  and  as  such 
would  like  to  do  Justice  to  its  readers  in  the  States.  I  have  reference  to  an 
article  published  in  the  Herald  in  which  Mr.  F.  G.  Carpenter  gives  an  account 
of  attractive  homes  for  canal  workers. 

In  the  first  place,  the  bachelors*  quarters  at  Culebra  can  not  be  of  any  use 
except  for  those  living  or  working  in  that  vicinity.  These  are  very  few,  as  one 
white'  man  has  charge  of  perhaps  50  negroes.  As  there  are  only  about  300  men 
all  told  employed  at  Culebra,  it  is  plain  to  be  seen  that  only  a  very  few  can  take 
advantage  of  these  quarters. 

At  Ancon  there  is  a  large  building  which  they  call  "  workingmen's  quarters." 
Half  the  men  who  have  been  assigned  to  quarters  there  have  left  and  rented 
quarters  elsewhere  at  their  own  exi^ense. 

Mr.  Carpenter  further  states  that  the  fruit  is  delicious  and  very  cheap.  He 
bad  the  good  fortune  of  getting  a  pineapple  for  7  cents..  The  pineai^ples  are 
mostly  shipped  here  from  the  coast,  and  sell  anjrwhere  from  30  to  50  cents  in 
gold,  a  much  higher  price  and  an  inferior  fruit  to  that  which  is  sold  in  the 
States. 

Mr.  Carpenter  finally  concludes  with  his  statement  that  servants  can  be  had 
for  $5  i)er  month  for  doing  a  half  day's  work  each  day.  Such  is  not  the  case. 
Servants'  wages  are  high  and  are  equal  sometimes  to  those  of  mechanics  em- 
ployed on  the  canal.  If  Mr.  Carpenter  should  happen  to  be  in  New  York  when 
I  come  home  and  wishes  an  interview  with  one  who  knows  and  would  say  more 
If  he  dared  to  speak,  why,  he  will  be  accommodated  with  proof  which  will  con- 
vince him  that  he  has  been  badly  fooled  in  regard  to  Panama  and  its  attractive- 
ness. 

X.  T.  Z. 
[New  York  Herald,  May  21, 1905.] 

J  Extract  from  an  article  entitled  *' Panama  problems,  labor,  and  fever,^'  belxig  iniiart  an  in- 
terview with  United  States  Minister  John  Barrett  npon  his  return  from  Panama  to  New 
York.] 

"  The  problem  of  the  hour  at  Panama,"  he  said,  "  is  sanitation  or  improvement 
of  health  conditions.  The  second  problem  is  that  of  labor,  while  difficulties  of 
administration  and  construction  come  third,  except  as  they  include  the  first  two. 

*'  Despite  the  efforts  of  the  present  sanitary  staff  under  the  skillful  guidance 
of  Colonel  Gorgas,  yellow  fever  seems  no  nearer  being  stamped  out  than  it  was 
about  a  year  ago.  We  have  had  more  cases  of  the  dread  disease  during  the  last 
thirty  days  than  during  any  other  corresponding  period  for  ten  months." 

[Washington  Times,  May  29, 1905.] 

yetD  York,  May  29, — Eight  former  employees  of  the  Panama  Canal  Commis- 
sion, who  arrived  here  to-day  on  the  steamer  Orizaba  from  Colon,  said  they  re- 
signed their  positions  on  the  Isthmus  because  of  the  high  cost  of  living  and  the 
health  conditions  there.  They  said  that  several  other  employees,  who  had  re- 
signed for  similar  reasons,  would  come  to  the  United  States  on  later  steamers. 

[Cincinnati  Enquirer,  June  2, 1905. 

In  a  letter  to  John  J.  Wenner,  clerk  of  the  county  board  of  control,  a  friend,  a 
former  Clncinnatian,  who  has  a  i)osition  on  the  Government  work  in  the  Canal 
!Zone,  Panama,  sends  some  interesting  facts  regarding  the  country  and  what  the 
United  States  has  to  contend  with  there.     Speaking  of  the  construction  of  the 
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canal,  be  says  that  at  the  rate  that  the  work  is  now  progressing  it  may  be 
open  by  1950.  The  reason  for  this,  he  says,  is  that  there  are  too  many 
**  bosses,  with  high-sounding  titles." 

'*  There  are  no  walking  bosses,"  he  says.  "  They  are  all  supervisors  and  su- 
perintendents of  dumps,  and  such  high  falutin'  titles."  He  declares  that  the 
quarters  assigned  to  the  men  are  poor,  and  not  what  was  promised,  while  the 
food  is  miserable,  and  board  costs  $25  per  month. 

"The  great  trouble  is  in  getting  men  to  stay,"  he  writes,  "and  those  who 
have  been  working  steadily  for  two  months  are  called  *old  employees.'  Pay 
day  will  arrive  the  early  part  of  next  month,"  he  continues,  "  and  then  look  out 
for  an  exodus  to  the  States." 

He  has  been  located  at  Culebra,  but  expected  to  move  to  Empire.  At  both  of 
these  places,  he  states,  the  health  of  the  people  is  good,  and  Ck>lon  Is  also  com- 
paratively healthy,  but  Panama,  he  declares,  is  a  "cesspool,"  and  the  yellow 
fever  there  claims  victims  on  an  average  of  one  every  ten  days. 

[New  York  Qlobe,  Jniie  9, 1906.] 

The  Seguranea  brought  nearly  150  passengers,  many  of  whom  had  resigned 
their  positions  on  the  Panama  Canal  because  of  the  conditions  on  the  Isthmuft. 

[New  York  Sun,  June  13, 1905.] 

The  steamship  Advance,  in  yesterday  from  Colon,  had  many  passengers  aboard 
who  said  that  they  had  left  the  Isthmus  because  of  yellow  fever  there.  G€orge 
A.  Heath,  of  Massachusetts,  a  general  foreman  of  construction  of  the  Panama 
Canal,  was  taken  ill  a  few  days  after  the  Advance  sailed  from  Colon.  His  tem- 
perature was  abnormally  high  when  he  was  examined  yesterday  by  Health 
Officer  Doty,  and  he  w^as  sent  to  Hoffman  Island  for  observation.  Up  to  last 
night  he  had  shown  no  symptoms  of  yellow  fever.  All  the  other  passengers 
were  in  good  condition,  and  after  a  thorough  examination  they  were  permitted 
to  go  with  the  ship  to  her  pier. 

[New  York  Herald,  June  25, 1905.] 

Colony  June  2Jf. — Since  June  17  there  have  been  5  new  cases  of  yellow  fever 
in  the  Colon  Hospital  and  1  death,  and  4  cases  are  now  under  treatment. 

The  Scguranca  sailed  for  New  York  yesterday  evening,  crowded  with  passen- 
gers, including  a  large  number  of  canal  employees  who  are  leaving  the  Isthmus 
on  leave  of  abF:ence,  but  who  are  not  expected  to  return. 

[New  York  Tribune,  July  1, 1906.] 

More  than  one  hundred  passengers  arrived  here  Friday  morning  from  Panama 
on  the  steamship  Seguranca.  Many  of  them  are  discontented  Americans  who 
have  been  working  for  the  Government  in  the  Canal  Zone.  They  are  coming 
north  either  on  account  of  climatic  conditions  or  because  of  dissatisfaction  with 
conditions  on  the  Isthmus. 

As  a  result  of  an  examination  by  the  quarantine  officers  a  man  and  a  boy 
were  removed  to  Hoffman  Island. 

Arthur  Paquette,  a  passenger,  speaking  of  the  sanitary  conditions  on  the 
Isthmus,  said  that  the  first  week  he  was  down  there  there  were  43  cases  taken 
to  the  hospital  at  Ancon. 

C.  R.  Littlejobn,  of  Wil.^ton,  Ohio,  who  was  in  Panama  three  months,  said  that 
he  did  not  sleep  in  a  bed  the  whole  time.  He  criticised  severely  the  Govern- 
ment's arrangement  with  an  Isthmian  hotel. 

George  Land  told  of  conditions  at  Culebra  cut.  He  said  there  was  plenty  of 
Incompetence  displayed,  and  denounced  the  system  of  blacklisting,  which  he 
stated  was  employed  there. 

Others  told  stories  of  the  sanitary  conditions  and  of  the  spread  of  the  fever. 

The  Scguranca  brought  up  the  body  of  Samuel  G.  Davis,  a  detective  sereeant 
who  went  to  Panama  last  March  to  organize  the  local  police.  Mrs.  Davis  was 
a  passenger  on  the  vessel. 

[New  York  Herald,  June  »,  1906.] 

Mr.  Wallace's  resignation  and  yellow  fever  are  factors  In  causing  uneasiness 
among  canal  employees.  In  the  wake  of  the  abrupt  resignation  of  John  F.  Wal> 
lace,  chief  engineer  of  the  Panama  Canal,  which,  there  appears  to  be  no  doubt 
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has  been  accepted,  the  Goyenunent  finds  itself  confronted  with  the  problem  of 
checking  a  growing  demoralization  in  the  great  army  of  workmen  employed  in 
building  the  canal.  Reports  have  come  to  Washington  that  when  Mr.  Wallace 
sailed  from  Colon  it  was  felt  he  would  not  come  back,  and  because  there 
is  no  firm  engineering  hand  to  take  the  helm  the  work  is  more  demoralized  than 
ever. 

To  check  this  uneasiness,  which  is  accentuated  by  the  yellow  fever,  is  the 
problem  the  Canal  Commission  is  now  facing 

*  ^  *  •  •  *  * 

Nearly  every  vemployee  who  goes  to  the  Isthmus  comes  home  and  tells  a  dire 
tale  of  "  yellow  Jack  "  lurking  behind  every  corner,  of  poor  food,  of  inadequate 
accommodations,  of  inertia,  and  of  confusion  in  Government  methods.  Officials 
here  stoutly  maintain  that  conditions  are  by  no  means  so  bad  as  painted,  but 
the  stories  of  those  who  have  been  there  have  created  a  sentiment  which  renders 
it  almost  impossible  for  the  Administration  to  get  artisans  to  go  to  Panama, 
even  if  they  are  offered  higher  wages  than  they  can  earn  in  the  United  States. 

Mr.  Wallace's  departure  brought  things  to  a  standstill. 


Exhibit  22. 

Mr.  John  F.  Wallace  was  on  May  5,  1904,  appointed  chief  engineer  of  the  isth- 
mian canal,  under  action  of  the  Commission  as  follows : 

''  The  Commission  reconvened  and  the  chairman  reported  that  he  had  had  a 
conference  with  Mr.  Wallace,  who  had  declared  himself  ready  to  accept  the 
position  of  chief  engineer  at  a  salary  of  $25,000  per  year  and  a  residence  on  the 
Isthmus,  and  had  stated  that  he  would  be  prepared  to  enter  ui)on  the  duties  of 
chief  engineer  on  June  1." 

Reorganization  of  the  then  Isthmian  Canal  Commission  l)eing  under  consid- 
eration, Mr.  Wallace  wrote  the  Secretary  of  War  on  December  20,  1904,  as 
follows : 

"If  you  will  kindly  pardon  me  for  doing  so,  I  would  like  to  make  a  personal 
suggestion  that  if  the  President  and  yourself  should  decide  at  any  time  to  reduce 
the  Commission  to  three  members,  resident  on  the  Isthmus,  the  governor  of  the 
Zone  and  the  chief  engineer  should  be  members  of  this  Commission  ex  officio. 

**An  organization  of  this  kind,  with  the  chairman  of  the  Commission  resident 
In  Washington  to  look  after  general  departmental  matters,  would  no  doubt  work 
satisfactorily  and  be  much  less  cumbersome  than  the  present  one.'' 
And  again  on  March  15,  1905,  he  wrote  the  Secretary: 

"  I  hope  you  will  not  consider  me  presumptive  if  I  respectfully  ask  that  I  be 
granted  a  personal  interview  before  any  radical  change  is  decided  upon  in  the 
governmental  organization  which  would  affect  me  unfavorably. 

"  I  am  not  requesting  odditional  emoluments  of  any  nature  whatever,  but  sim- 
ply that  no  condition  of  affairs  be  created  which  will  unnecessarily  interfere 
with  my  efficiency  here." 

On  March  24,  1905,  the  Secretary  submitted  to  Mr.  Wallace  In  detail,  by  cable, 
the  plan  of  reorganization  which  the  President  proix>sed  to  make  (substantially 
as  emlwdled  In  the  subsequent  Executive  order  of  April  1),  and  on  the  follolwng 
day  Mr.  W^allace  cabled  the  Secretary  as  follows :  "  Plan  excellent  Satisfac- 
torj'.    Gracias    [thanks]." 

Thereafter  the  President  issued  his  Executive  order  of  April  1,  creating  a 
new  Commission  and  defining  their  duties;  among  other  things,  that  of  the 
chief  engineer,  as  follows : 

"The  head  of  the  third  department  shall  be  the  chief  engineer.  He  shall 
tiave  full  charge  on  the  Isthmus : 

"  1.  Of  all  the  actual  work  of  construction  carried  on  by  the  Commission  on 
the  Isthmus. 

**2.  The  custody  of  all  of  the  supplies  and  plant  of  the  Commission  upon 
the  Isthmus  other  than  all  supplies  needed  for  sanitary  purposes. 

"3.  The  practical  operation  of  the  railroad  on  the  Isthmus  with  the  special 
view  to  Its  utilization  In  canal  construction  work. 

'*4.  He  shall  reside  upon  the  Isthmus,  devote  his  entire  time  to  the  service, 
except  when  granted  leave  of  absence  by  the  Secretary  of  War." 

Mr.  Wallace  expressed  his  unequivocal  approval  of  the  distribution  and 
powers  as  above  defined  by  the  Executive  order,  especially  those  relating  to  the 
office  of  the  chief  engineer;  and  during  his  subsequent  stay  of  six  weeks  in 
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•the  United  States  daily  participated  with  his  associates  in  carrying  ont  the 
same.  To  the  President,  Secretary  of  War,  members  of  the  Commission,  and 
its  counsel  he  frequently  expressed  his  unqualified  approval  and  acceptance 
of  the  distribution  of  duties  and  powers  as  in  the  order  embodied,  and  partlca- 
larly  those  relating  to  himself,  which  required  the  performance  by  him  of  the 
duties  of  constructive  engineer  upon  the  Isthmus. 

Mr.  Wallace  sailed  for  the  Isthmus  on  May  17,  accompanied  by  his  family, 
and  as  late  as  May  26  wrote  Mr.  Cromwell  from  the  Isthmus  as  follows : 

"  In  looking  back  over  the  events  of  the  last  few  months,  I  become  more 
and  more  impressed  with  the  wisdom  underlying  the  action  of  the  President 
and  the  Secretary  of  War  •  •  •  and  the  manner  in  which  matters  have 
been  guided  over  the  troubled  waters  of  the  sea  of  complication  which  has  sur- 
rounded the  situation." 

He  reached  the  Isthmus  May  24,  but  within  twelve  days  thereafter  cabled  the 
Secretary  of  War  as  follows : 

Panama,  June  5,  1905. 
Seceetaby  of  War,  Washington: 

Important  complicated  business  matters  which  can  not  be  arranged  by  corre- 
spondence, and  which  may  affect  my  relations  as  chief  engineer  of  Commission, 
necessitate  immediate  return  to  the  United  States  to  confer  with  you  and  others. 
Au  order  from  you  to  return  for  ofladal  consultation  will  prevent  apprehension 
on  the  part  of  employees.  Suggest  Shouts  remain  until  my  arrival.  Please 
answer. 

Waixace. 

To  this  reply  was  sent  the  following  day,  as  follows : 

"  Secretary  of  War  and  Shonts,  in  accordance  with  your  request  and  without 
knowledge  of  circumstances  that  justify,  approve  your  return  for  consultation 
with  them  at  Washington." 

By  letter  of  June  4,  addressed  to  the  Secretary-  of  War.  Mr.  Wallace  states : 

"  Certain  complications  are  arising  in  my  personal  affairs  which  may  render  it 
necessary  for  me  to  go  to  the  States  on  receipt  of  a  cablegram  at  any  time.  Will 
>ou  kindly  cable  me  permission  to  do  so?  It  is  needless  for  me  to  say  that  I 
will  not  do  this  unless  I  consider  it  absolutely  necessary." 

On  June  8,  a  few  days  before  he  sailed  for  New  York,  Mr.  Wallace  wrote  the 
Secretary  of  War  a  letter,  in  which  he  referred  to  his  intended  visit  to  the 
United  States,  but  gave  no  explanation  of  his  personal  plans. 

Mr.  Wallace  arrived  at  New  York  the  evening  of  the  22d  instant,  and  the 
Secretary  made  an  appointment  for  a  conference  on  Sunday  morning,  the  25th 
instant,  at  the  Manhattan  Hotel,  in  New  York  City,  the  Secretary  being  then  en 
route  to  New  Haven  and  Boston. 

The  conference  took  place  at  the  Manhattan  Hotel  as  arranged.  There  were 
present  the  Setretary  of  War,  Mr.  Wallace,  and  Mr.  Cromwell,  who  for  some 
time  has  been  charged  by  the  President  and  Secretary  with  general  advisory 
duties  in  all  Panama  Canal  affairs. 

Mr.  Wallace  stated  that  part  of  the  interview  would  be  personal  to  himself 
and  part  would  concern  the  general  canal  work  on  the  Isthmus.  The  Secretary 
referred  to  the  foregoing  cables,  and  acquiesced  In  Mr.  Wallace's  suggestion 
that  he  first  speak  of  the  personal  matters. 

Mr.  Wallace  then  said  that  a  few  days  before  he  sent  the  above  cable  to  the 
Secretary  he  had  received  a  cable  from  prominent  business  men  In  New  Yoi*:, 
asking  If  he  would  consider  an  offer  to  accept  an  important  position  In  New 
York,  and  that  he  had  cabled  in  reply  that  It  was  **  simply  a  question  of  terms 
and  conditions,"  and  that  he  had  requested  particulars;  that  the  particulars 
came,  and  it  proved  to  be  a  definite  offer  of  a  position  as  president  of  a  larse 
holding  company,  controlling  several  other  corporations,  with  certain  sto<^ 
benefits  and  oilier  advantages  to  himself,  which,  with  the  salary,  made  it 
^•quivalent  to  $.jO,rMi()  per  year;  that  he  did  not  at  once  accept  the  offer,  hot 
delayed  it  a  few  days  in  order  to  cable  the  Secretary  of  War.  during  which 
the  parties  increased  their  proposal  between  ten  and  fifteen  thousand  dollars 
a  year,  making  it  equivalent  to  $60,000  or  $65,000. 

He  stated  that  the  position  was  an  especially  attractive  one,  and  such  as  he 
had  only  hoped  to  obtain  after  the  completion  of  the  canal,  and  thus  only  after 
years  of  further  service  on  the  Isthmus;  that  the  duties  of  the  new  position 
were  especially  agreeable  and  afforded  opportunities  to  make  money  throu^ 
investments,  etc. ;  further,  that  the  position  was  such  a  good  one  that  he  did 
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not  consider  that  he  could  decline  It;  that  the  life  on  the  Isthmus  was  lonely 
and  accompanied  with  risk  to  himself  and  wife,  and  was  another  reason  for 
accepting  a  better  offer,  but  that  his  new  duties  would  not  require  all  of  his 
attention  for  the  next  two  months,  and  that  the  parties  had  agreed  that  he 
could  close  up  his  canal  work  in  the  meantime,  always  provided  that  it  did 
not  take  him  from  New  York  to  the  Isthmus.  He  referred  to  the  President's 
order  appointing  the  original  Commission,  and  in  which  the  President  had 
stated  that  the  Commissioners  would  hold  office  subject  to  the  due  fulfillment 
of  their  duties,  and  he  stated  that  this  made  the  office  subject  to  termination 
by  the  President,  and  that  consequently  he  (Mr.  Wallace)  considered  that  the 
holder  of  the  office  had  an  equal  right  to  retire  from  it  at  his  option  at  any 
time. 

Concluding  he  stated  that  while  he  was  thus  severing  his  connection  with 
the  canal  work  he  was  willing  to  make  up  his  annual  report,  and  he  would,  if 
desired  by  the  Government,  continue  to  serve  as  a  Commissioner,  but  not  as 
chief  engineer  in  charge  of  the  construction  work  on  the  Isthmus. 

Mr.  Wallace  said  that  this  was  all  he  had  to  say  in  regard  to  his  personal 
relation  to  the  work,  and  that  he  would  then  proceed  to  discuss  generally  the 
conditions  on  the  Isthmus,  if  the  Secretary  desired.  Secretary  Taft  said  he 
wished  Mr.  Wallace  would  continue  his  general  statement. 

Mr.  Wallace  then  discussed  conditions  on  the  Isthmus  and  the  work,  imper- 
sonally, for  half  an  hour.  At  the  conclusion  of  Mr.  Wallace's  general  statement 
the  Secretary  of  War  said,  in  substance,  as  follows : 

*'  Mr.  Wallace,  I  am  inexpressibly  disappointed,  not  only  because  you  have 
taken  this  step,  but  because  you  seem  so  utterly  insensible  of  the  significance  of 
your  conduct  You  come  with  the  bald  announcement  that  you  quit  your  task  at 
a  critical  moment,  on  the  eve  of  important  work,  and  in  the  midst  of  reorganiza- 
tion plans  under  which  you  accepted  your  position,  with  your  department  un- 
I)erfected  in  organization,  and  when  you  know,  too,  that  my  public  duties  call 
me  to  the  Philippines  for  several  months.  I  must  be  allowed  to  remind  you 
that  when  you  were  employed  by  the  Commission  a  little  over  a  year  ago  you 
were  only  receiving  $15,000  per  annum  under  your  former  position,  and  that 
your  salary  was  fixed  at  the  sum  demanded  by  yourself,  $25,000.  That  was  for 
constant  service  on  the  Isthmus,  where  the  construction  work  was  to  be  per- 
formed and  your  services  were  required.  You  knew  the  risks  to  yourself  and 
to  your  family,  If  they  went  with  you,  in  the  work  you  assumed  an  obligation 
to  do.  If  you  had  not  desired  the  position,  you  need  not  have  sought  nor  ac- 
cepted it,  but  I  understand  that  quite  the  contrary  was  the  case.  I  can  refer 
more  positively  to  recent  events  within  my  own  knowledge.  When  the  Presi- 
dent found  it  necessary  to  make  a  reorganization  of  the  former  Commission,  you 
were  consulted  in  the  frankest  manner  about  every '  feature  of  the  reorganiza- 
tion, and  were  encouraged  freely  to  express  your  opinions.  Indeed,  your  volun- 
tary suggestions  from  the  Isthmus  embraced  the  proposal  that  you  yourself  be 
made  a  member  of  the  Commission  and  chief  engineer  on  the  Isthmus. 

The  substance  of  the  plan  of  reorganization,  as  afterwards  embodied  in  the 
President's  executive  order  of  April  1,  was  cabled  to  you  by  me  and  you  cabled 
me  your  fullest  approval  of  it  and  your  thanks,  for  It  included  the  appointment 
of  yourself  as  a  Commissioner,  as  you  had  solicited,  and  a  member  of  the  exec- 
utive committee.  The  new  plan  of  organization  was  warmly  accepted  and 
lndoi*sed  by  you  when  you  arrived  In  Washington,  and  you  expressed  your 
hearty  approval  of  It  In  the  most  unequivocal  manner  not  only  to  the  President 
and  myself,  but  to  members  of  the  Commission  and  its  counsel,  and  Just  before 
sailing  for  the  Isthmus  you  called  upon  us  and  voluntarily  thanked  me  In  the 
warmest  terms  for  what  had  been  done  In  the  reorganization  of  the  canal  work 
and  in  the  i^osltlons  which  had  been  given  you.  You  cooperated  for  all  these 
weeks  in  the  work  of  reorganization  and  accepted  the  position  assigned  you 
under  the  President's  order  of  April  1.  The  President  and  myself  relied  upon 
this  fact  in  making  up  the  plans,  and  the  other  members  were  selected  with 
that  in  view.  Now,  within  twelve  days  after  your  arrival  upon  the  Isthmus 
you  send  me  a  cable  which,  read  In  the  light  of  what  you  say  to-day,  signifies 
your  practical  acceptance  of  an  offer  of  another  position  inconsistent  with  the 
lierformance  of  your  duties  on  the  Isthmus.  I  am  astonished  that  you  should 
lie  so  disregardful  of  the  splendid  opportunities  of  the  position,  which  would 
Lave  made  you  famous  the  world  over  by  the  honorable  performance  of  your 
duties  of  chief  engineer. 

For  mere  lucre  you  change  your  position  over  night  without  thought  of  the 
embarrassing  position  In  which  you  place  your  Government  by  this  action. 
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when  the  engineeriDg  forces  on  the  Isthmus  are  left  without  a  real  head  and 
your  department  Is  not  perfected  In  organization;  when  the  advisory  board  of 
engineers  is  to  assemble  under  call  of  the  President  within  two  months,  and 
when  I  am  departing  for  the  Philippines  on  public  duty.  All  this  you  knew 
as  well  as  I  know  it  but  it  has  not  had  the  least  influence  upon  your  action — 
you  have  thought  of  yourself  and  yourself  alone.  I  consider  that  by  every 
principle  of  honor  and  duty  you  were  bound  to  treat  the  subject  differently. 
You  have  permitted  the  President  and  all  of  us  to  proceed  in  full  confidence 
that  you  would  perform  the  functions  of  chief  engineer,  and  now,  in  an  hour, 
you  drop  your  great  duties  and  throw  them  back  upon  us  as  if  It  were  a  matter 
of  no  consequence,  and  all  this  for  personal  advantage  solely. 

Mr.  Wallace,  I  do  not  agree  with  your  idea  of  your  rights  nor  with  your  idea 
as  to  your  duties.  I  do  not  agree  that  the  President's  original  order  giving 
him  the  right  to  discharge  an  unfaithful  Commissioner  gave  you  the  right  to 
abandon  your  duties  at  a  critical  moment;  but  independent  of  that  original 
order  you  accepted  the  duties  of  chief  engineer  on  the  Isthmus  under  the 
recent  order  of  April  1,  which  was  made  in  cooperation  with  you  and  to  suit 
your  views.  More  than  this,  your  duty  in  the  premises  is  not  measured  by 
your  mere  legal  contractual  rights.  It  should  be  measured  by  the  high  obliga- 
tion of  a  public  officer  with  a  sacred  allegiance  to  the  Government  it  should  be 
his  honor  and  his  pleasure  to  serve.  You  were,  therefore,  in  honor  bound  by 
all  that  has  preceded  to  continue  to  perform  your  duties  upon  the  Isthmus 
until  such  time — a  year  at  least — as  would  have  afforded  us  reasonable  oppor- 
tunity to  select  a  competent  successor  and  prepare  him  for  the  great  duties  of 
that  office. 

You  make  not  the  least  complaint  against  your  associates,  superior  or  inferior. 
I  know  of  no  possible  ground  for  any.  You  are  influenced  solely  by  your  per- 
sonal advantage. 

Great  fame  attached  to  your  office,  but  also  equal  responsibility,  and  now 
you  desert  them  in  an  hour.  Even  from  a  standpoint  of  policy,  you  are  mak- 
ing a  profound  mistake.  If  you  could  withdraw  from  your  new  arrangements, 
which  I  do  not  suggest,  I  could  have  no  confldence,  since  I  know  now  your 
conception  of  duty,  that  you  would  not  in  the  future  repeat  the  same  act  fit  a 
moment  even  more  critical,  when  the  consequences  might  be  even  more  embar- 
rassing and  injurious  to  the  Government. 

"  Under  these  circumstances,  Mr.  Wallace,  and  with  great  pei'sonal  pain  and 
disappointment,  I  am  bound  to  say  that  I  consider  the  public  interest  requires 
that  you  tender  your  resignation  at  this  moment,  and  turn  over  the  records  oT 
your  office  to  the  chairman  of  the  Commission." 

In  reply.  Mr.  Wallace  stated  that  he  was  deeply  disturbed  at  the  view  of  the 
subject  taken  by  the  Secretary;  that  he  had  considered  that  he  had  a  right  to 
retire  when  he  chose,  but  that,  as  he  had  said,  he  was  desirous  of  talking  it  all 
over  and  making  some  arrangement  whereby  the  Government  could  use  his 
services  in  some  capacitj'. 

The  Secretary  answered  in  substance :  "  Mr.  Wallace,  further  talk  Is  useless. 
It  would  he  to  dicker.  I  can  not  dicker  on  such  a  grave  subject  1  have 
assumed  that  you  had  given  this  subject  the  greatest  consideration,  and  vou 
have  approached  it  deliberately  and  stated  to  me  your  action  In  set  and  definite 
terms.  You  have  unmistakably  announced  that  you  propose  to  accept  a  posi- 
tion so  attractive  that  you  could  not  possibly  afford  to  decline  It,  and  that  yon 
would  not  henceforth  perform  any  duties  for  the  Government  as  inconsistent 
with  serving  your  new  masters,  who  require  your  constant  presence  in  New 
York,  and.  therefore,  that  you  could  not  and  would  not  go  back  to  Panama  as 
chief  engineer." 

Mr.  Wallace  again  stated  that  he  deeply  regretted  that  the  Secretary's 
point  of  view  was  different  from  his  own,  and  said  that  he  would  send  his  reslff- 
nations  as  soon  as  he  got  back  to  his  hotel,  and  would  address  them  to  the 
President  through  the  Secretary.  He  added.  "  Mr.  Secretary,  while  there  is  a 
difference  between  us  as  to  the  point  of  view  we  take  concerning  my  duty.  I 
consider  that  there  can  be  no  question  that  I  have  performed  my  full  duty  up  to 
this  hour." 

To  this  the  Secretary  replied  In  effect :  "  Mr.  Wallace,  I  do  not  consider  that 
any  man  can  divide  such  a  duty  up  to  any  one  point  where  It  suits  him  to 
stop,  and  then  claim  that  he  has  fulfilled  his  duty  by  merely  performing  it  np 
to  the  point  of  his  own  selection.  In  my  view  a  duty  Is  an  entirety,  and  is  not 
fulfilled  unless  It  is  wholly  fulfilled." 
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Agreeably  to  the  said  request  of  the  Secretary,  Mr.  Wallace  submitted  his 
resignation,  as  follows: 

New  York,  June  26,  1905. 
The  President,  • 

White  House,  Washinffton,  D.  C. 

(Through  the  Secretary  of  War.) 
Sir:    I  have  the  honor  to  hereby  tender  my  resignation  as  member  of  the 
Isthmian  Canal  Commission,  to  take  effect  at  such  time  as  may  suit  your 
pleasure  and  convenience. 

Very  respectfully,  John  F.  Wallace. 

Idemher  Isthmian  Canal  Commission. 

Similar  resignations  as  chief  engineer  and  as  vice-president,  general  manager, 
and  director  of  the  Panama  Railroad  were  submitted. 

After  consideration  of  the  foregoing,  and  personal  conference  with  the  Secre- 
tary of  War,  the  President  issued  the  following  order : 

Cambridge,  Mass.,  June  28,  1905. 
Sir:   Your  resignation  as  member  and  chief  engineer  of  the  Isthmian  Canal 
Commission  tendered  in  accordance  with  the  request  of  Secretary  Taft,  which 
request  under  the  circumstances  has  my  entire  approval,  is  hereby  accepted  to 
take  effect  immediately. 

Very  truly,  yours,  Theodore  Roosevelt. 

Mr.  John  F.  Wallace, 

Isthmian  Canal  Commission.  Washington.  D.  C. 

The  successor  of  Mr.  Wallace  as  chief  engineer  will  be  announced  within  a 
few  days.  « 

statement   of   conversation    between    secretary   of    war,    MR.    CROMWELL,    AND 
MR.    WALLACE   JUNE  25,    1905,   AT   HOTEL    MANHATTAN. 

Referring  to  the  conversation  between  the  Secretary  of  War,  Mr.  Cromwell, 
the  general  counsel  for  the  Panama  Railway  Company,  and  Mr.  John  F.  Wallace, 
then  chief  engineer  of  the  Panama  Canal,  had  on  Sunday  morning,  June  25,  at 
the  Manhattan  Hotel,  there  was  omitted  from  the  account  given  to  the  press  a 
detailed  statement  of  what  Mr.  Wallace  said  on  the  more  general  subjects  of  the 
canal  work,  because  Mr.  Wallace  expressly  made  the  matter  hereinafter  stated 
entirely  irrelevant  to  the  question  of  his  personal  relations  to  the  Commission. 

He  said,  first,  that  he  did  not  think  that  Colonel  Gorgas  was  equal  to  the 
executive  task  of  subduing  the  insanitary  conditions  that  existed  on  the  Isthmus 
niul  of  iimking  that  a  healthful  place,  and  that  he  was  not  the  man  for  the 
place.  He  said  the  trouble  with  Colonel  Gorgas  and  those  who  acted  with  him 
or  sympathized  with  him  was  that  they  thought  they  had  solved  a  question 
when  they  had  reached  a  scientific  theory  in  respect  to  its  existence  and  remedy ; 
that  when  they  had  reached  the  theory  that  mosquitoes  carried  a  disease  they 
must  do  something  to  subdue  the  mosquitoes,  but  the  practical  work  of  subduing 
the  mosquitoes  they  were  not  equal  to. 

He  said  that  Major  La  Garde  was  a  very  competent  surgeon  and  had  made  the 
hospital  a  comfortable  and  useful  place,  but  that  under  the  present  regime  of 
Colonel  Gorgas  they  had  no  treatment  for  yellow  fever  whatever ;  that  they  put 
the  patients  under  a  mosquito  bar  and  left  them  to  die.  He  said  there  was  a 
Doctor  Randall  connected  with  the  railway  company  that  had  treated  five  or  six 
cases  that  had  occurred  over  at  Colon  and  had  not  lost  a  case;  that  he  had  a 
special  method,  first  opening  the  bowels  with  castor  oil  and  saw  to  It  that  the 
various  organs  were  kept  open  and  in  action.  He  said  that  he  himself  had  had 
yellow  fever  and  that  his  wife  treated  him ;  that  he  was  also  visited  by  Colonel 
Gorgas,  who  advised  against  taking  drugs,  and  his  wife,  when  his  back  wan 
turned,  administered  a  dose  of  castor  oil,  and  that  he  attributed  his  escape  to 
his  wife's  treatment  and  not  to  Colonel  Gorgas.  He  said  that  this  was  not  his 
own  personal  point,  but  that  he  was  making  these  remarks  in  a  confidential 
way  and  at  personal  request  of  Judge  Magoon.  who  had  requested  him  to  convey 
it,  and  both  realized  that  such  a  report  as  this  could  not  safely  be  put  in  writing. 
The  Secretary  reminded  him  that  Colonel  Gorgas  had  a  great  reputation  in 
Habana,  and  seemed  to  justify  the  confidence  in  him  at  Panama,  and  Mr.  Wallace 
replied,  "Oh,  he  was  the  fourth  man  in  control  at  Habana  and  did  not  occupy 
any  such  important  position  as  he  now  occupies  at  Panama." 
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He  then  proceeded  to  make  a  general  reiK)rt  on  the  status  of  the  work,  the 
organization  of  his  departments,  subdivisions  of  departments,  and  in  question 
to  question  described  the  heads  of  each,  but  he  also  said  when  he  got  to  the 
chief  part  of  it— the  construction  work — that  there* he  had  no  assistance,  that 
the  subordinate  departments  were  organized,  but  that  the  construction  depart- 
ment was  under  his  own  Immediate  control,  and  that  he  had  not  yet  been  able 
to  secure  assistants.  On  each  of  his  trips  to  the  United  States  he  had  had  this 
question  in  mind,  and  made  efforts  to  find  them,  and  had  conferred  with  Mr. 
Noble  respecting  Mr.  Harrison,  but  had  not  been  able  to  reach  terms  with  Mr. 
Harrison.  Two  or  three  others  he  had  considered,  but  they  were  not  quite  up 
to  the  mark ;  that  he  proposed  to  go  as  high  as  $15,000  ver  year  salary ;  that 
according  to  his  Idea  of  assistants  there  should  be  two  assistants,  each  one  in 
turn  competent  to  become  acting  chief  engineer  upon  occasion,  and  that  by 
assigning  two  such  men  of  nearly  equal  ability  there  would  be  an  incentive  uiwn 
the  part  of  each  to  finally  occupy  the  place  of  chief  engineer  in  case  of  death 
or  retirement  of  that  officer  or  during  his  absence;  that  in  his  experience  he 
found  that  In  the  case  of  one  assistant  engineer  he  was  always  seeking  for  the 
place  of  his  superior,  and  that  It  led  to  mistrust  and  sometimes  disloyalty ;  but 
by  having  two  men,  neither  one  of  whom  would  know  who  would  succeed  In 
case  of  vacancy,  it  promoted  ambition  and  loyalty. 

He  said  that  he  had  engineers  in  charge  of  four  or  five  departments,  but  that 
he  had  no  engineers  in  charge  of  divisions,  except  Dauchey ;  that  he  exi>ected  to 
put  engineers  Immediately  under  the  atsslstant  chiefs  In  charge  of  five  depart- 
ments, one  at  La  Boca,  one  at  Cristobal,  one  at  Gamboa,  and  another  at  Culebra, 
and  possibly  another  at  some  other  place,  but  that  none  of  these  had  yet  been 
selected,  and  that  there  were  no  divisions  operating  under  him  thus  divided. 

He  said  that  he  had  been  engaged  In  making  measurements  and  securing  data 
for  the  purpose  of  determlidng  In  a  year  at  large,  Including  both  dry  and  wet 
seasons  and  all  other  deterrent  conditions,  what  it  would  cost  on  the  average 
to  excavate  and  deliver  to  Its  proper  place  a  yard  of  the  various  kinds  of  mate- 
rial which  they  expected  to  find  In  the  excavation ;  that  this  had  been  his  work 
since  he  had  been  on  the  Isthmus,  and  that  he  had  nearly  completed  it  for  one 
year:  that  these  figures  no  one  else  understood  but  him;  that  Dauchey  had 
shown  a  lack  of  intelllgnce  as  to  what  the  work  was  being  done  for  on  the 
Isthmus  now,  although  a  very  good  workman,  and  that  he  had  had  to  explain  to 
him  the  last  time  he  was  on  the  Isthmus  that  this  material  could  be  gathered  by 
anyone  on  the  Isthmus  who  looked  at  the  records  there,  although  there  were  many 
things  which  he  himself  had  found  It  would  be  difficult  to  apply  as  he  would 
apply.  He  said  that,  so  far.  as  the  work  was  concerned,  there  was  no  reason  for 
his  going  back  to  the  Isthmus  for  three  or  four  months,  and  that  the  work 
which  was  being  done  could  go  on  until  Congress  would  determine  what  par- 
ticular plan  would  be  followed.  He  said  that  Mr.  Dauchey  was  able  to  carry 
on  the  physical  work  until  the  final  plans  were  determined ;  that  It  was  simply 
hard  drudgery  on  finished  lines  already  planned,  but  that  it  was  important  soon 
to  have  Congress  determine  what  plan  should  be  adopted,  and  whether  a  dam 
should  be  put  up  at  Gamboa,  because  by  putting  up  a  dam  at  Gamboa  we  could 
secure  power  sufficient  to  run  the  railroad  and  to  light  the  works  from  one 
side  of  the  Isthmus  to  the  other,  and  in  the  construction  we  could  reduce  the 
cost  by  the  use  of  the  water  power  at  Gamboa  upward  of  eight  or  nine  millions 
of  dollars. 

He  made  allusion  to  the  difficulties  that  he  had  had  In  ordering  through  the 
purchasing  agent  at  Washington,  giving  four  or  five  different  orders  relating  to 
the  same  piece  of  work  for  different  things  to  be  used  In  the  work,  some  of  which 
would  come  before  the  others,  and  often  those  which  came  first  should  be  used 
last,  which  would  delay  the  whole  work.  He  said  the  work  suffered  from  the 
lack  of  proportionate  knowledge  which  the  purchasing  agent  here  did  not  have, 
which  he  might  have  imparte<l  to  him  had  he  direct  control  over  him  on  the 
Isthmus.  And  when  Mr.  Cromwell  said,  "Then  the  same  man  who  gives  the 
specifications  on  the  Isthmus  would  have  to  execute  It  in  the  United  States. 
but  how  could  he  be  in  both  places? "  Mr.  Wallace  replied :  "  Oh.  he  would 
come  and  go  to  and  fro,  as  he  saw  fit,  and  he  would  organize  the  force  in 
Washington  so  that  It  would  carry  It  out."  The  Secretary  then  said :  "  I  do 
not  see  why  you  could  not  change  and  give  your  directions  from  the  Isthmus  by 
cable  as  from  day  to  day  you  found  necessity  for  making  slight  variations  in 
plans.''  Mr.  Wallace  had  said  that  he  had  been  compelled  to  slightly  change  his 
orders  from  day  to  day  and  that  this  had  led.  probably,  to  the  belief  at  Wash- 
ington that  he  was  vacillating,  but  in  truth  It  was  only  because  he  had  found 
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some  reason  for  changing  the  order  of  work  on  the  spot  and  that  this  could  not 
be  understood  by  anybody  In  Washington  and  could  only  be  understood  by  the 
man  who  was  changing  his  own  work,  and  Mr.  Cromwell  then  again  said :  "  You 
really  mean  that  one  man  should  be  conducting  the  whole  affair  and  combine 
the  offices?"  Mr.  Wallace  replied:  "That  would  accomplish  it,  but  that  I  did 
not  mean  to  be  led  into  making  that  statement  to-day,  and  I  did  not  Intend  to 
bring  that  up."  He  said  that  he  was  ready  to*  make  his  annual  report  to  round 
out  his  year  and  to  submit  his  information  to  the  consulting  board  of  engineer* 
for  the  determination  of  a  plan. 

He  referred  to  his  vacation,  saying  that  he  was  entitled  to  six  weeks,  and  that 
he  decided  to  take  it  at  this  time ;  that  on  his  previous  trips  to  the  United  States 
during  the  year  that  he  had  been  very  much  occupied.  The  Se<^'retary  asked 
him  whether  there  had  been  any  stipulation  in  his  contract  for  a  vacation 
such  as  he  said.  He  said,  not  a  written  contract,  but  that  Admiral  Walker 
had  acceded  to  his  request  for  such  a  vacation.  The  Secretary  said  that  he  did 
not  know  it.  He  said  It  would  have  been  more  businesslike  to  have  put  sucb 
terms  In  the  contract,  that  it  might  be  binding  on  the  Government. 

At  the  conclusion  of  the  interview  Mr.  Wallace  attempted  to  shake  hands  with 
the  Secretary,  but  the  Secretary  avoided  it  on  tlie  first  attempt.  Nevertheless, 
as  ^fr.  Wallace  was  going  out  he  said  that  he  would  like  to  shake  hands  witb 
the  Secretary  to  show  that  there  was  no  personal  ill  will.  The  Secretary  then 
shook  his  hand,  "  good-by,"  and  then  said :  *•  Mr.  Wallace,  I  have  no  personal 
feeling  against  you  at  all.  I  sincerely  wish  that  you  may  have  e\evy  success 
in  the  new  field  that  you  are  about  to  enter.  I  do  not  wish  my  position  In  this 
matter  vindicated  by  any  disastrous  result  to  you,  and  I  wish  you  well,  but  I 
am  exceedingly  sorry  that  you  can  not  see  what  a  dreadful,  dreadful  mistake 
you  are  making.  It  pains  me  more  than  I  can  tell."  Then  Mr.  Wallace  went 
to  Mr.  Cromwell  and  shook  hands  with  that  gentleman,  who  also  said  to- 
Mr.  Wallace,  "  I,  too,  am  very  sorry  of  this  result." 

The  Secretary  adds  the  following : 

"  These  notes  were  made  by  joint  dictation  of  Mr.  Cromwell  and  myself  in 
the  hearing  of  both,  June '30,  1904,  2  p.  m.  They  are,  as  nearly  as  I  can  recollect, 
a  full  statement  of  what  was  said  at  the  Interview  concerning  the  second  part 
of  the  inteniew,  and,  added  to  that  account  already  given  to  the  press,  make 
a  full  and  fair  statement  of  the  entire  interview.  It  is  possible  that  there  were 
some  other  objects  alluded  to,  but  they  were  unimportant,  and  I  am  unable  at 
the  moment  to  recall  anything  more." 


Exhibit  23. 
depabtment  of  constbuction  and  engineebino. 

John  F.  Wallace — Member  of  Isthmian  Canal  Commission ;  member  of  execu- 
tive committee;  chief  engineer. 

Vacancy — ^First  assistant  chief  engineer,  in  charge  of  technical  studies  and 
construction  in  the  field. 

Vacancy — Principal  assistant  engineer,  in  charge  of  records  and  office. 

John  Seager — Private  secretary. 

H.  F.  Tenny — Assistant  private  secretary. 

COLON    CONSTRUCTION    DIVISION. 

(Comprising  the  territory  on  the  line  of  the  canal  from  Colon  to  Bohio.) 

F.  B.  Maltby — Division  engineer,  temporarily,  pending  selection  of  a  perma- 
nent man. 
Vacancy — Assistant  division  engineer. 
B.  P.  Thompson — Chief  clerk. 

CHAGBES  DH^ISION  OP  CONSTRUCTION. 

(Including  the  line  of  the  canal  from  Bohio  to  Bas  Obispo.) 

W.  E.  Dauchy — Division  engineer,  temporarily,  pending  selection  of  a  per- 
manent man. 
Vacancy — Assistant  division  engineer. 
William  E.  Swift— Resident  engineer. 
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OAMBOA  DIVISION    OP  CONSTRUCTION. 

(Including  the  Gamboa  dam  site  and  the  Chagres  River.) 

W.  E.  Dauchy — Division  engineer,  temporarily,  pending  selection  of  a  per- 
manent man. 
Vacancy — Assistant  division  engineer. 
C.  L.  Carpenter — Assistant  engineer. 

CULEBRA  CONSTRUCTION   DIVISION. 

(Including  the  territory  from  Bas  Obispo  to  Miraflores.) 

W.  E.  Dauchy — Division  engineer  temporarily,  pending  selection  of  a  perma- 
nent man. 
Vacancy — Assistant  division  engineer. 
H.  P.  Dose — Resident  engineer  in  charge  of  construction. 
W.  B.  Ruggles — Resident  engineer  in  charge  of  survey. 
A.  B.  Nichols — Resident  engineer  in  charge  of  technical  work ;  canal  prism. 
Vacancy — Superintendent  of  transportation. 
Vacancy — Superintendent  of  excavation. 
Vacancy — Superintendent  of  mining. 
Vacancy — Superintendent  of  dumps. 

E.  Zook — Assistant  engineer,  superintendent  of  tracks. 
Sydnie  J.  Kennedy — Chief  clerk. 

,  IJl  BOCA  DIVISION  OF  CONSTRUCTION. 

(Including  the  territory  along  the  line  of  the  canal  from  Miraflores  to  the  sea.) 

F.  B.  Maltby — Division  engineer  temporarily,  pending  selection  of  a  perma- 
nent man. 

Vacancy — Assistant  division  engineer. 
A.  C.  Harper — Resident  engineer. 

Bureau  of  personneh  transportation,  and  quarters. 

E.  L.  King — General  quartermaster,  chief  of  bureau,  Panama. 
R.  B.  Wood — Assistant  general  quartermaster,  Empire. 
James  M.  McGulre — Assistant  general  quartermaster,  Panama. 
Vacancy — Assistant  general  quartermaster.  Colon. 
C.  L.  Parker— Chief  clerk. 

Bureau  of  supplies. 

Fj.  C.  Tobey— Chief  of  bureau. 
Victor  S.  Jackson — Assistant. 
H.  Leonard — Chief  clerk. 

Bureau  of  waterworks,  sewers,  and  roads, 

O.  E.  Davis— Chief  of  bureau. 
Henry  W.  Durham — Resident  engineer,  Panama. 
Ernest  W.  Clark — Resident  engineer.  Colon. 
Earle  C.  MacFarland — Chief  clerk. 

Bureau  of  machinery  and  equipment, 

George  D.  Brooke — Chief  of  bureau. 

Carl  A.  Strom — Superintendent  of  motive  power  and  machinery. 

Earl  J.  Banta — Master  mechanic,  Panama. 

E.  T.  Paterson — Office  assistant. 

K.  C.  Cummings — Master  mechanic,  Bas  Matachin. 

Upton  liorentz — Master  mechanic.  Empire. 

E.  C.  Harrington — Master  mechanic,  Cristobal. 
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Bureau  of  architecture  and  huilding. 

A.  M.  Burtt — Supervising  architect,  chief  of  bureau. 

P.  O.  Wright,  jr. — Assistant  supervising  architect,  in  charge  of  office. 

J.  H.  Barbour — Chief  cleric. 

Bureau  of  meteorology  and  river  hydraulics. 

R.  Arango — Resident  engineer,  chief  of  bureau. 

Bureau  of  map  making,  lithographing,  and  printing. 

C.  F.  Bertoncinl — Chief  of  bureau. 

•       Bureau  of  communication, 

C.  F.  Annett — Chief  of  bureau. 
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Panama,  June  IS,  1901. 
Mr.  H.  G.  Pbescott, 

Superintendent  Panama  Railroad,  Colon. 
Mr.  W.  E.  Dauchy, 

Division  Engineer,  Isthmian  Canal  Commission. 
Gentlemen:  The  close  inter-relations  existing  between  the  Isthmian  Canal 
work  and  the  Panama  Railroad  are  such  that  prior  to  my  leaving  for  the  States 
it  is  necessary  that  you  should  be  jointly  advised  as  to  your  authority  in  rela- 
tion thereto. 

(1)  The  primary  and  fundamental  function  of  the  Panama  Railroad  is  to 
assist  in  the  expeditious  and  economical  construction  of  the  Panama  Canal. 
This  must  never  be  lost  sight  of. 

(2)  A  duty  in  equity  is  of  course  due  to  the  commercial  interests,  for  which 
the  Panama  Railroad  acts  as  a  common  carrier.  It  is  therefore  incumbent 
upon  the  Panama  Railroad  to  exercise  due  diligence  in  the  prompt  handling  of 
all  commercial  traffic  across  the  Isthmus.  While  this  latter  obligation  can  not 
he  disregarded,  on  the  other  hand  it  is  not  the  duty  of  the  railroad  company 
to  serve  the  public  to  the  detriment  and  delay  of  canal  construction  work. 

(3)  The  superintendent  of  the  railroad  will  carry  out  all  orders  issued  by 
the  acting  chief  engineer,  in  the  chief  engineer's  absence,  of  every  nature 
whatever. 

If  any  requirement  is  made  which  the  superintendent  of  the  railroad  thinks 
Is  not  for  the  Interest  of  the  railroad,  he  is  of  course  at  liberty  to  discuss  the 
matter  and  lay  the  facts  fairly  before  the  acting  chief  engineer,  but  after  the 
acting  chief  engineer  finally  decides  what  shall  be  done  he  shall  then  fully  and 
completely  carry  out  the  instructions,  unless  the  action  of  the  acting  chief  engi- 
neer should  be  finally  overruled  by  appeal  to  the  vice-president  and  general 
manager  of  the  railroad  and  the  chief  engineer. 

(4)  In  all  cases  where  the  Panama  Railroad  can  be  used  to  expedite  the 
construction  work  of  the  canal  the  requests  for  service  of  any  nature  made  by 
the  acting  chief  engineer  on  the  superintendent  will  be  complied  with  promptly. 

(5)  The  superintendent,  however,  will  be  held  responsible  for  the  safe  opera- 
tion of  the  Panama  Railroad,  and  of  course  will  not  be  interfered  with  by  the 
acting  chief  engineer  in  regard  to  the  details  of  operation. 

(a)  For  instance,  should  the  acting  chief  engineer  desire  excavated  material 
transported  over  the  tracks  of  the  Panama  JRallroad,  this  work  should  be  done 
fnibject  to  the  orders  and  control  of  the  superintendent  thereof. 

(6)  Should  the  acting  chief  engineer  desire  track  connections  made  with  the 
Panama  Railroad  in  any  locality  or  at  any  time,  the  superintendent  will  cause 
sncb  connections  to  be  made. 

(c)  Should  the  acting  chief  engineer  desire  any  special  material  given  pref- 
<>rence  In  movement,  or  any  machinery  or  appliances  of  the  canal  moved  over 
the  tracks  of  the  railroad,  the  superintendent  will  see  that  these  movements 
are  made  as  promptly  and  safely  as  possible. 
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{d)  The  superintendent  of  the  railroad  shall  not,  either  himself  or  through 
his  servants,  put  any  annoyances,  restrictions,  or  regulations  upon  the  use  of 
the  Panama  Railroad  which  will  prevent  the  accomplishment  of  the  purposes 
desired  by  the  acting  chief  engineer. 

(6)  In  the  use  of  the  new  equipment  provided  for  the  canal,  which  in 
emergencies  may  be  used  by  the  railroad,  preference  shall  at  all  times  be  given 
to  the  transportation  of  canal  material;  and  if  it  Is  temporarily  tied  up  by 
commercial  uses,  other  equipment  of  a  similar  capacity  and  efficiency  shall  be 
furnished  in  lieu  thereof  for  the  transportation  of  canal  material 

(7)  This  order  does  not  imply  that  the  railroad  equipment  shall  be  used  by 
preference  In  commercial  service  to  the  detriment  of  the  needs  of  canal  work. 

(a)  In  the  latter  case  preference  shall  always  be  given  to  the  transportation 
of  canal  material  when,  in  the  opinion  of  the  acting  chief  engineer,  sacb 
emergency  exists. 

(8)  Under  normal  conditions,  however,  the  railroad*^  available  equipment 
shall  be  used  indiscriminately  by  the  superintendent  of  the  Panama  Railroad 
in  the  most  efficient  handling  of  both  commercial  and  canal  business  In  com- 
bination. 

(9)  It  is  desired  that  the  acting  chief  engineer  and  the  superintendent  of 
the  railroad  shall  have  frequent  personal  conferences,  keep  in  close  touch,  and 
work  as  harmoniously  as  possible  with  each  other;  and,  while  each  will  be 
Independently  responsible  for  the  control  of  the  work  under  his  own  charge, 
each  will  be  held  equally  responsible  for  any  neglect  or  failure  to  properly 
cooperate  with  the  other. 

Yours,  truly,  John  F.  Wallace, 

Chi€f  Engineer  Isthmian  Canal  Commission, 
Vice-President  and  General  Manager  Panama  Railroad, 
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Apbil  18,  1906. 
The  Secretaby  of  Wab, 

Washington,  D.  (7. 
Sib  :  I  have  the  honor  to  report  that  the  following  material,  for  which  requisi- 
tions were  made  prior  to  April  1,  1905,  arrived  on  the  Isthmus  during  May, 
June,  July,  and  August,  1906 : 

Building  material : 

Lumber   feet—  6, 725, 067 

Piling   linear  feet—  145, 100 

Cross-ties 26, 450 

Plumbing  material pounds—  418, 911 

Builders'  hardware do 120, 481 

Cement    barrels—  8, 000 

Doors  and  blinds 21,948 

Paint   pounds—  607,923 

Netting rolls—  817 

Iron  pipe pounds—  493, 000 

Brick 94, 000 

Iron  roofing sheets—  48, 482 

Guttering linear  feet—  33,  700 

Nails kegs—  8, 057 

Wire  cloth rolls—  820 

Portable  houses 9 

Roofing  paper rolls—  5.  797 

Fire  brick 130, 109 

Fire  clay barrels—  200 

Coping  feet—  9, 100 

Metal  laths sheets..  3, 000 

Tar  barrels—  335 

Lime  do 204 

Tile pounds—  35, 350 

Machinery : 

Steel  flat  cars 200 

Push  cars 109 

Hand  cars 63 
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Machinery — Continued. 

Motor  car . 1 

Stone  crushers 8 

Earth  spreaders 4 

Milling  machines 2 

Steam  pumps 2 

Dump  cars 52 

Steam  shovels 5 

Planers 6 

Bolt  cutters 5 

Ballast  or  dirt  unloaders 7 

Paper-cutting  machine 1 

Planing  machines 2 

Air  compressors 4 

Boilers •  4 

Automatic  cut-off  saw 1 

Axle  lathe 1 

Boring  and  turning  mill 1 

Press  machines 2 

Forging  machine 1 

Boring  machine 1 

Clam-shell  dredge  buckets 2 

Hoisting  engines 12 

Rock  drills 60 

Mortiser 1 

Wet-tool  grinders 5 

Lathes 10 

Motors 2 

Elevator 1 

Knife  grinders 2 

Planer  and  matcher 1 

Ripping  machine 1 

Portable  drilling  machines 8 

Centering  machines 3 

Air  drills 45 

Car-wheel  borer 1 

Cranes 3 

Concrete  mixers 2 

In  addition  to  the  foregoing,  large  quantities  of  materials  for  the  sanitation 
department  were  delivered  during  the  same  months  in  the  way  of  mosquito  oil, 

pyrethrimi  powder,  garbage  cans,  night-soil  cans,  etc.,  as  well  as  hospital  equip- 
ment and  supplies,  and  during  the  same  months  considerable  quantities  of  mis- 
cellaneous materials  not  mentioned  above  were  delivered  in  the  way  of  small 

tools  and  supplies  for  use  in  the  construction  of  buildings,  furniture  and  equip- 
ment for  hotel  and  other  buildings  used  as  quarters  for  the  men,  etc. 
Resi)ectfully, 

Joseph  Bucklin  Bishop,  Secretary, 


Exhibit  25. 

Mabch  30,  1006. 

Sib:  I  have  the  honor  to  acknowledge  the  receipt  of  your  request  for  an 
official  report  respecting  the  condition  of  the  affairs  of  the  Commission  on  the 
Isthmus  as  they  were  found  to  be  on  May  24,  1905,  the  date  Mr.  John  F.  Wal- 
l£Lce  and  I  arrived  on  the  Isthmus,  he  to  assume  the  duties  of  the  head  of  the 
department  of  engineering  and  construction,  and  I  to  assume  the  duties  of  the 
head  of  the  department  of  government  and  sanitation  of  the  Canal  Zone.  In 
compliance  with  such  request  I  have  the  further  honor  to  report  as  follows : 

The  affairs  of  the  department  of  government  and  sanitation  were  found  to  be 
Id  such  condition  that  the  exigencies  of  the  situation  then  existing  and  those 
which  arose  immediately  thereafter  were  adequately  dealt  with  by  Increasing 
the  personnel,  removing  slight  friction  so  as  to  secure  more  perfect  coordina- 
tion, and  expanding  the  work  and  inducing  hearty  cooperation  among  the  sev- 
c^ral  departments,  thereby  increasing  the  effectiveness  of  the  department  in  all 
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branches.  The  condition  of  that  department  resulted,  in  my  opinion,  from  the 
fact  that  its  several  branches  had  been  confirmed  or  created  by  legislative  en- 
actment of  the  Isthmian  Canal  Ck)mmission  during  the  period  that  the  Ck)mmi6* 
slon  exercised  legislative  authority,  and  to  the  continued  residence  upon  the 
Isthmus  of  Governor  Davis,  who  had  been  on  the  Isthmus  continuously  from  the 
preceding  May.  with  the  exwption  of  a  hurried  visit  to  the  States  during  the 
summer  of  1904,  occasioned  by  the  death  of  his  wife. 

The  laws  of  the  Canal  Zone  prescribed  the  duties  of  the  several  oflScers  of 
the  department  of  government  and  sanitation,  conferred  the  powers,  and  fixed 
the  Jurisdiction  by  which  these  duties  were  to  be  discharged.  The  officers  of  the 
organization  were  fully  advised  thereby,  and  with  the  guidance  and  direction  of 
the  governor,  who  was  in  constant  personal  touch  with  the  situation,  were  able 
to  start  the  machinery  of  government  and  to  operate  the  same  with  a  minimum 
of  friction  and  disturbance.  Questions  of  doubt  and  annoying  incidents  inevita- 
ble to  the  starting  of  any  governmental  agency  were  disposed  of  as  soon  as 
they  arose,  to  the  extent  of  the  governor's  authority  to  act  in  the  matter.  Such 
matters  as  could  not  be  adjusted  theretofore  by  reason  of  lack  of  authority  in 
the  governor  were  speedily  adjusted  upon  the  arrival  on  the  Isthmus  of  a 
Quorum  of  the  executive  committee  of  the  Commission,  during  the  time  a  quorum 
of  that  committee  were  on  the  Isthmus.  The  principal  requirements  of  the  situ- 
ation in  this  department  were  met  by  an  increase  of  personnel  and  extension  of 
the  work  to  meet  the  needs  which  had  grown  up  during  the  months  of  uncer- 
tainty which  preceded  the  reorganization  of  the  Commission  and  the  redistri- 
bution of  the  power  thereof.  This  was  accomplished  by  an  exercise  of  power 
conferred  upon  the  governor  at  the  time  of  the  reorganization  and  the  authority 
committed  to  the  executive  committee. 

The  condition  of  affairs  in  the  department  of  engineering  and  construction  was 
deplorable,  and  may  be  summed  up  in  the  word  demoralization;  the  causes 
leading  up  to  that  result  may  be  summed  up  in  the  word  precipitation.  An 
effort  had  been  made  to  carry  on  all  branches  of  the  affairs  of  that  department 
simultaneously.  I  understand  that  you  do  not  desire  me  to  attempt  to  fix  the 
responsibility.  I  doubt  if  that  task  could  be  performed  with  Justice  to  the 
individuals  concerned,  even  with  the  advantages  derived  from  looking  backward, 
the  puriwse  of  this  report,  as  stated  by  you,  being  to  detail  the  conditions  of  fact. 
This  plan  of  having  all  branches  of  this  department  proceed  simultaneously, 
each  keeping  abreast  with  the  others  in  an  enterprise  of  magnitude,  would  be 
difficult  under  favorable  conditions.  The  attempt  on  the  Isthmus  was  ren- 
dered impossible  by  the  conditions  there  existing.  The  organization  was  a  mere 
skeleton,  inadequate  and  ineffective,  its  inefflciencj-  further  lessened  by  a  per- 
sonnel inadequate  in  number;  and  in  the  positions  of  foremen,  boases,  etc,  the 
offlclency  of  the  personnel  was  further  decreased  by  Incompetency,  resulting 
from  ill-advised  selection;  in  numerous  instances  men  well  equipped  for  one 
service  were  put  in  places  requiring  a  different  service. 

The  number  of  common  laborers  on  the  Isthmus  was  entirely  inadequate  to 
the  carrying  on  of  the  numerous  works  and  branches  at  one  time.  The  demand 
for  common  labor  was  incessant  from  all  departments  and  branches  thereof,  and 
the  efficiency  of  the  employees  of  this  grade  was  Impaired  by  the  fact  that  If  a 
man  was  dissatisfied  with  his  work  or  treatment  In  one  gang,  he  could  quit  and 
secure  immediate  employment  In  any  other  gang  where  he  thought  the  work  and 
treatment  rfore  agreeable ;  at  this  time  all  the  bosses  of  all  the  gangs  were  at  lib- 
erty to  employ  common  laborers  who  sought  employment  Incidents  were  numer- 
ous, and  complaints  were  frequent,  that  the  bosses  of  one  gang  were  inducing  men 
to  leave  other  gangs  and  come  to  them,  such  course  being  the  natural  result  of 
shortage  of  labor  supply.  This  situation  had  continued  for  some  time,  and 
Chief  Engineer  Wallace,  during  the  six  weeks  he  was  in  the  States  at  the  time 
of  the  reorganization  of  the  Commission,  had  been  at  work  actively  securing  men 
for  the  organization,  especially  foremen  and  bosses;  he  had  also,  prior  to  his 
coming  to  the  States,  and  acting  under  authority  conferred  by  the  old  Commis- 
sion, sent  labor  agents  to  Jamaica,  Barbados,  and  other  West  India  Islands,  for 
the  purpose  of  working  up  a  movement  of  common  laborers  from  those  islands 
to  the  Isthmus.  Chief  Engineer  Wallace  completed  his  plan  of  organization 
after  arrival  on  the  Isthmus  in  May.  1905,  and  It  was  put  into  effect  by  his  order, 
approved  by  the  executive  committee  on  June  14.  1905.  The  movement  inaugu- 
rated by  the  labor  agents  in  the  West  India  Islands  was  successful,  and  in 
April  and  May,  and  continuously  thereafter,  large  numbers  of  common  laborers 
arrived  on  the  Isthmus  and  entered  the  employ  of  the  Panama  Railroad  and  the 
Isthmian  Canal  Commission. 
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The  plan  of  simultaneous  progress  of  the  several  branches  of  the  work  was 
further  hindered  by  the  nonarrival  of  machinery,  building  material,  and  other 
supplies  which  had  been  contracted  for  by  the  old  Ck>mmlssion  during  the  year 
1904.  Much  of  the  delay  in  delivering  material  and  supplies  was  unavoidable, 
occasioned  by  the  necessity  of  manufacturing.  Some  of  it  was  occasioned  by 
the  neglect  of  the  contractors,  accidents,  inability  to  secure  means  of  transpor- 
tation, etc,  but  the  delay  worked  great  hardship  and  produced  inevitable  con- 
fusion. Deliveries  of  these  purchases  began  to  be  made  in  April  and  May,  1906, 
and  it  became  necessary  to  discharge  cargoes  and  distribute  along  the  line  great 
quantities  of  heavy  machinery,  material,  and  supplies,  which  came  all  together. 
Instead  of  being  distributed  over  the  period  of  time  contemplated  at  the  time 
the  orders  were  placed.  The  delays  in  delivery  intensified  the  situation  pro- 
duced by  the  arrival  of  these  supplies,  for  the  new  docks  had  not  been  built,  nor 
were  the  old  docks  supplied  with  the  proper  appliances  for  handling  heavy  indi- 
vidual pieces  or  large  quantities  of  goods.  The  same  was  true  of  the  Panama 
Railroad.  The  road  Itself  and  its  transportation  facilities  when  purchased 
from  the  French  company  were  inadequate  to  the  work  demanded  by  the 
arrival  of  thef;e  supplies,  for  the  rails  were  light,  the  engines,  cars,  and  rolling 
stock  small,  old,  and  of  obsolete  pattern.  The  material  for  the  reconstruction 
and  modernizing  of  the  road  and  the  heavy,  large  engines  and  cars  arrived  at 
the  same  time  as  did  the  other  supplies,  which  required  heavy  modern  trans- 
portation facilities  for  distribution  along  the  line  of  the  canal. 

Another  matter  which  had  added  to  the  demoralization  in  the  work  of  con- 
struction was  that  the  rains,  which  began  in  the  latter  part  of  April,  had  done 
much  damage  to  the  work  which  had  been  going  on  in  the  Gulebra  cut  and  else- 
where along  the  line — in  fact,  wherever  excavation  had  been  going  on.  The 
new  tracks  at  Culebra  had  been  washed  out  and  the  work  of  the  steam  shovels 
seriously  interfered  with.  The  rains  had  made  the  work  of  excavation  more 
dlfl9cult  and  disagreeable  and  further  impaired  the  efliciency  of  the  working 
force  and  impeded  the  performance  of  the  work  itself. 

The  new  men  arriving  In  large  numbers  from  the  West  Indies  and  elsewhere 
were.  In  a  large  measure.  Ignorant  of  the  work  which  they  were  employed  to 
do,  it  being  something  entirely  outside  of  their  experience  at  home,  and  this 
intensified  the  Inability  to  secure  the  desired  results  resulting  from  the  want  of 
intelligent  foremen,  bosses,  etc.,  to  exercise  supervision  and  give  direction  to 
the  laborers  of  this  class.  The  labor  situation  was  further  complicated  by  the 
fact  that  adequate  provision  for  housing  and  feeding  the  men  had  not  been  made 
in  advance  of  their  coming.  In  the  absence  of  lumber  and  building  material  it 
was  impossible  to  make  provision  for  housing  tliie  men.  Of  the  2.145  structures 
taken  over  from  the  French  company,  only  357  (including  hospital  structures, 
administrative  offices,  etc.)  had  been  renovated  and  repaired,  and  these  were 
distributed  at  various  locations  along  the  entire  line  of  the  canal.  The  only 
provision  made  for  feeding  the  men  was  to  secure  the  services  of  some  private 
contractors,  who  were  required  to  look  to  the  men  for  their  pay.  This  arrange- 
ment was  unsatisfactoi*y  to  both  the  boarding-house  keepers  and  the  men,  and 
was  finally  abandoned.  The  hotels  for  clerks  and  superior  ofllcials  at  Corozal 
and  Culebra  were  In  process  of  erection,  but  were  not  completed  at  the  time  of 
our  arrival  In  May,  and  when  completed  were  turned  over  to  private  con- 
tractors, with  results  as  unsatisfactory  as  in  the  case  of  the  gang  boarding 
contractors.  The  dissatisfaction  resulting  from  inadetiuate  sleeping  and  eating 
accommodations  affected  all  departments  alike.  Shortly  before  our  arrival  on 
May  24  a  gang  of  Jamaicans,  at  work  digging  trenches  for  the  Panama  water- 
works, refused  to  go  to  work  one  morning,  alleging  that  they  had  not  hart  suffi- 
cient food.  The  man  In  charge  of  the  gang  called  upon  the  Panama  police  to 
i^mpel  the  workmen  to  go  to  work.  The  police  undertook  to  comply  wltli  his 
request,  and  a  riot  occurred,  in  which  a  number  of  .Jamaicans  were  seriously 
injured.  This  incident  occasioned  much  ill  will  among  the  other  Jamaicans  at 
work  In  the  city  of  Panama  and  elsewhere,  and  for  a  time  bid  fair  to  produce 
serious  consc^iuences. 

Another  and  very  serious  complication  affecting  the  common  laborers  in  all 
branches  of  both  departments  was  the  failure  to  pay  the  men  promptly.  The 
OoDunission  had  agreed  to  pay  the  men  every  two  weeks,  but  delays  In  payment 
not  infrequently  extended  three  or  four  weeks  beyond  a  pay  period.  This  was 
a  very  serious  matter  to  the  men  who  were  obliged  to  feed  themselves.  Their 
credit  at  the  stores  where  they  purchased  their  food  supplies  enabled  them  to 
subsist  for  one  week  only,  and  if  their  pay  was  delayed  beyond  that  period 
they  had  no  means  of  securing  food,  to  which  was  added  the  natural  fear  that 
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they  would  not  be  paid  at  all.  The  inevitable  result  was  that  the  men  refused 
to  work,  asserting  either  that  they  were  unable  to  work  for  lack  of  food  or 
unwilling  to  work  without  being  paid.  They  would  come  to  the  administration 
building  in  Panama  in  a  body,  demanding  payment,  and  when  told  that  it  was 
impossible  to  pay  them  would  proceed  to  the  consul  of  their  home  government, 
especially  the  British  consul,  and  demand  that  he  assist  them  in  securing  their 
money.  For  weeks  at  a  time  there  was  not  a  day  passed  without  strikes  of  this 
character  somewhere  along  the  line.  This  condition  had  prevailed  prior  to  our 
arrival,  and  continued  thereafter  until  the  Commission  opened  the  commissaries 
to  the  common  lalwrers  and  adopted  the  present  system  of  timekeeping  and 
payment.  The  cause  of  the  delayed  payment  was  that  the  work  of  verifying 
the  pay  rolls  could  not  be  entered  upon  until  the  close  of  the  last  day  of  the 
two  weeks'  working  period.  The  old  Commission  adopted  the  rule  of  auditing 
the  pay  rolls  in  advance  of  payment.  The  force  in  the  local  auditor's  office  was 
inadequate  to  do  the  work  promptly,  and  after  they  had  passed  from  the  audit- 
or's office  into  the  hands  of  the  disbursing  officer  he  deemed  it  necessary,  for 
his  own  protection,  to  go  over  the  rolls  again.  The  force  in  the  disbursing 
office  was  insufficient  to  do  this  work  promptly,  and  the  double  examination 
made  Inevitable  Inordinate  delay. 

The  situation  was  further  complicated  by  the  fact  that  yellow  fever,  a  few 
cases  of  which  had  occurred  from  time  to  time  since  the  preceding  July,  began 
to  spread,  and  In  June.  1905.  It  became  epidemic:  a  number  of  clerks  and  offi- 
cials  occupying  the  offices  In  the  administration  building  in  the  city  of  Panama 
had  yellow  fever.  Two  of  the  superior  officials — the  local  auditor  and  the 
chief  of  the  bureau  of  architecture  and  building — died  from  the  disease,  and  the 
medical  authorities  had  announced  that  the  administration  building  was  in- 
fected with  the  fever. 

A  spirit  of  unrest  and  uncertainty  permeated  the  ranks  of  the  Commission 
employees.  The  intention  to  reorganize  the  Commission  had  been  announced, 
and  had  been  delayed  for  months  by  reason  of  the  consideration  of  the  matter 
in  Congress.  The  reorganization  was  finally  completed,  but  none  of  the  new 
Commissioners  had  arrived  on  the  Isthmus.  None  of  the  officials  or  the  em- 
ployees knew  whether  or  not  they  were  secure  in  their  positions,  and  all  felt 
that  affairs  were  so  demoralized  that  a  crisis  was  rapidly  approaching.  The 
very  uncertainty  as  to  what  was  Impending  Increased  the  strain  of  the  situation. 
Many  of  the  employees  were  abandoning  their  positions  and  returning  home, 
where  they  were  giving  out  to  the  press  sensational  and  extravagant  stories, 
exaggerating  and  frequently  misstating  conditions,  which  were,  at  l)est,  deplor- 
able. This  alarmed  relatives  find  friends  at  home,  who  began  beseeching  the 
employees  to  come  away.  There  was  also  the  ubiquitous  prophet  of  evil,  who 
did  not  hesitate  to  foretell  Immediate  or  ultimate  disaster  and  failure  for  the 
enterprise. 

The  saving  grace  of  the  situation,  and  the  steadying  Influence  which  prevented 
utter  demoralization,  was  the  presence  on  the  Isthmus  of  a  number  of  Ameri- 
cans who  had  full  confidence  In  the  ability  of  the  Government  to  overcome  the 
adverse  conditions  and  work  out  a  favorable  solution  of  the  situation.  These 
were  the  officers  of  the  Army  and  Navy,  who  had  recently  gone  through  the 
trying  times  of  the  Spanish- American  war;  officers  of  the  Public  Health  and 
Marine-Hospital  Service,  who  had  encountered  similar  conditions  at  other 
stations:  Americans  who  had  been  employed  In  the  military  government  of 
Porto  Rico,  Cuba,  and  the  Philippine  Islands:  engineers  and  civilians  who  had 
had  previous  experience  In  Government  service,  and  other  Americans  whose 
faith  in  the  executive  ability  of  Government  methods  to  meet  emergencies 
could  not  be  shaken.  These  men  held  the  situation  In  line,  and  were  incessant 
and  untiring  In  their  efforts  to  promote  the  work,  secure  order  and  discipline, 
and  at  least  to  preserve  the  status  quo  until  adequate  measures  of  relief  were 
devised  and  applied;  the  feeling  being  general  that  upon  the  arrival  of  the 
executive  committee,  vested  with  the  full  powers  set  forth  in  the  President's 
order,  there  would  be  a  beginning  of  the  work  necessary  to  solve  the  problems 
with  which  they  were  dealing. 

Upon  the  arrival  of  the  executive  committee  the  large  majority  of  the  Ameri- 
cans on  the  Isthnms  took  new  heart  and  courage,  especially  as  it  began  to  be 
undei-stood  that  the  heads  of  the  departments  possessed  sufficient  authority  to 
apply  immediate  correctives  or  adopt  adequate  measures  to  overcome  emer- 
gencies or  nefossities  as  they  might  arise ;  in  other  words,  that  delays  were  no 
longer  unavoidable,  and  immediate  action  could  be  had,  and  that  the  executive 
i^ommittee  could  exercise  the  powers  of  the  Commission,  and  the  authority  of 
the  Commission  was  located  on  the  Isthmus,  and  at  all  times  available. 
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During  the  four  weeks  Mr.  Wallace  remained  on  the  Isthmus  substantial 
progress  was  made  by  the  executive  committee  in  straightening  out  the  com- 
plicated situation,  but  the  work  was  far  from  being  completed — in  fact,  hardly 
began — when  he  returned  to  the  States.  He  completed  and  announced  his  plan 
of  organization.  Under  this  plan  the  work  of  canal  construction  was  to  be  con- 
ducted by  the  chief  engineer  and  two  assistant  chief  engineers.  The  work  was 
divided  into  5  divisions,  calling  for  5  division  engineers  and  17  assistant  division 
engineers  and  superintendents,  making  a  total  of  24  engineers.  Including  the 
position  of  chief  engineer,  there  were  but  10  engineers  occupying  the  positions 
provided  for. 

From  the  minutes  of  the  meeting  of  the  executive  committee  held  at  Panama 
June  14,  1905,  the  following  is  quoted : 

1.  Commissioner  Wallace  submitted  the  following  organization  of  the  depart- 
ment of  construction  and  engineering,  effective  June  1,  1905,  which  is  hereby 
ratified,  approved,  and  confirmed : 

DEPARTMENT  OP  CONSTRUCTION   AND  ENGINEEBING. 

• 

John  F.  Wallace — Member  of  Isthmian  Canal  Commission ;  member  of  execu- 
tive committee ;  chief  engineer. 

Vacancy— First  assistant  chief  engineer,  In  charge  of  technical  studies  and 
(Tonstruction  In  the  field. 

Vacancy — Principal  assistant  engineer,  in  charge  of  records  and  ofllce. 

John  Seager — Private  secretary. 

H.  F.  Tenny — ^Assistant  private  secretary. 

COLON   CON&TBUCTION   DIVISION. 

(Comprising  the  territory  on  the  line  of  the  canal  from  Colon  to  Bohlo.) 

F.  B.  Maltby — Division  engineer  temporarily,  pending  selection  of  a  permanent 
man. 

Vacancy — Assistant  division  engineer. 
E.  P.  Thompson — Chief  clerk. 

CHAGBES    DIVISION    OF    CONSTBUCTION# 

(Including  the  line  of  the  canal  from  Bohlo  to  Bas  Obispo.) 

• 

W.  E.  Dauchy — Division  engineer  temporarily,  pending  selection  of  a  perma- 
nent man. 
Vacancy — Assistant  division  engineer. 
William  E.  Swift— Resident  engineer. 

OAMBOA   DIVISION   OF   CONSTBUCTION. 

(Including  the  Gamboa  dam  site  and  the  Chagres  River.) 

W.  B.  Dauchy,  division  engineer  temporarily,  pending  selection  of  a  perma- 
nent man. 
Vacancy — Assistant  division  engineer. 
C.  L.  Carpenter — Assistant  engineer. 

CULEBBA   CONSTBUCTION    DIVISION. 

(Including  the  territory  from  Bas  Obispo  to  Mlraflores.) 

W.  E.  Dauchy,  division  engineer  temporarily,  pending  selection  of  a  perma- 
nent man. 
Vacancy — Assistant  division  engineer. 
H.  F.  Dose — Resident  engineer  in  charge  of  construction. 
W.  B.  Ruggles — Resident  engineer  In  charge  of  survey. 

A.  B.  Nichols — Resident  engineer  in  charge  of  technical  work ;  canal  prism. 
Vacancy — Superintendent  of  transportation. 

Vacancy — Superintendent  of  excavation. 
Vacancy — Superintendent  of  mining. 
Vacancy — Superintendent  of  dumps. 

B.  Zook — Assistant  engineer,  superintendent  of  tracks. 
Sydnie  J.  Kennedy — Chief  clerk. 
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LA    BOCA    DIVISION    OF    CONSTRUCTION. 

(Including  the  territory  along  the  line  of  the  canal  from  Miraflores  to  the  sea.) 

F.  B.  Maltby — Division  engineer  temporarily,  pending  selection  of  a  perma- 
nent man. 

Vacancy — ^Assistant  division  engineer. 

A.  C.  Harper — Resident  engineer. 

This  plan  involved  the  transfer  of  authority  in  numerous  Instances  and 
occasioned  no  little  ill  will  and  dissatisfaction — matters  which  would  have  been 
readily  adjusted  had  he  remained  and  insisted  upon  harmonious  action — but 
on  his  going  away  the  dissatisfaction  became  rampaat  and  resulted  In  numerous 
contentions,  which  increased,  rather  than  diminished,  the  disorganization.  His 
departure  left  but  one  member  of  the  executive  committee  on  the  Isthmus,  and 
therefore  the  powers  of  the  executive  committee  were  inoperative.  Occasions 
continued  to  arise  for  the  exercise  of  the  authority  vested  in  the  head  of  the 
department  of  engineering  and  construction  and  the  general  manager  of  the 
Panama  Railroad.  Whenever  the  emergency  was  so  far-reaching  as  to  affect 
the  department  of  government  and  sanitation  I  did  not  hesitate  to  exercise  the 
authority  and  issue  such  orders  with  reference  thereto  as  I  thought  were 
required,  relying  upon  subsequent  ratification.  I  attach  hereto  copies  of  three 
orders  of  this  character,  each  of  which  was  issued  to  an  officer  who  was  not  in 
my  department  Wallace  left  Just  at  the  time  the  yellow-fever  epidemic  was  at 
its  height,  and  the  two  combined  brought  ai)out  a  crisis  which  well-nigh  resulted 
in  a  panic.  The  number  of  employees  returning  to  the  States  greatly  increased, 
and  upon  arrival  at  New  York  and  elsewhere  they  gave  out  statements  to  the 
press  of  highly  sensational  character.  The  difficulties  and  discomforts  of  the 
situation  were  many  and  distressing. 

Everyone  felt  that  Wallace  had  abandoned  the  situation,  and  that  his  action 
countenanced  similar  action  on  the  part  of  others,  and  that  the  inevitable  result 
would  be  that  imperative  action  by  the  executive  committee,  which  should  be 
had  at  once,  must  of  necessity  be  long  delayed  and  probably  deferred  until  such 
time  as  to  make  the  action  unavailing.  Had  means  of  departure  from  the 
Isthmus  been  immediately  availnble,  I  believe  we  would  have  had  both  a  panic 
and  a  rout.  Before  it  was  possible  for  any  considerable  number  of  our  i)eopIe 
to  leave  the  Isthmus,  the  papers  arrived  containing  the  expression  of  views 
made  by  Secretary  Taft  at  the  time  of  his  interview  with  Mr.  Wallace  in  New 
York.  The  effect  of  reading  this  published  statement  was  immediate,  far- 
reaching,  and  beneficial.  The  ordinary  comment  was,  "  Well,  that  ought  to  stop 
the  cold-footed  brigade,"  or  some  expression  of  like  tenor.  It  brought  to  the 
attention  of  all  of  us  what  had  been  lost  sight  of  in  the  general  discomfort 
that  there  was  something  more  involved  in  the  enterprise  in  which  we  were 
engaged  than  our  personal  comfort  or  jiersonal  advantage ;  it  aroused  the  spirit 
which  is  so  important  to  armies  or  other  large  bodies  of  men  engaged  In  a  com- 
mon endeavor,  that  they  owed  allegiance  to  the  cause,  and,  having  once  entered 
upon  the  accomplishment  of  a  purpose,  they  must  of  necessity  sacrifice  personal 
advantage  to  the  public  enterprise.  There  were  many  evidences  that  came  to 
my  knowledge,  and  to  my  personal  observation,  that  the  effect  of  the  publica- 
tion of  the  Secretary's  remarks  promoted,  if  it  did  not  create  In  the  minds  of  the 
Americans  on  the  Isthmus,  the  sentiment  to  which  I  have,  referred. 
Very  respectfully, 

Chables  E.  Magoon,  Governor. 

The  Secretary  of  W^ab. 


Isthmian  Canal  Commission.  Execiti\t:  Office, 

Ancon,  Isthmian  Canal  Zone,  July  7,  190S. 
Sir  :  I  have  the  honor  to  Inclose  herewith  copies  of  letters  which  I  have  to-day 
written  to  the  supervising  architect,  the  chief  of  material  bureau,  and  the 
superintendent  of  the  Panama  Railroad  in  respect  to  the  erection  of  additional 
quarters  and  repair  of  old  buildings,  and  also  of  the  necessity  for  prompt 
transportation  of  lumber  and  other  building  material  already  here  or  about  to 
arrive  on  the  Isthmus  to  the  various  sites  decided  upon  by  the  Commission. 
Very  respectfully, 

Charles  E.  Maooon,  Cfovemor. 
Chairman  Isthmian  Canal  Commission. 

Washington,  D.  O. 
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Ancon,  Isthmian  Canal  Zone,  July  7,  1905. 

Sir  :  I  have  already  had  several  conversations  with  you  respecting  the  neces- 
sity for  the  erection  of  additional  quarters  for  the  employees  of  the  Isthmian 
Canal  Commission  on  the  Isthmus  and  of  repairing  the  old  structures  taken 
over  from  the  French  Canal  Company,  fixing  them  up  so  that  they  could  be 
used  as  homes  by  our  employees.  This  provision  is  essential  not  only  to  the 
I»eace  and  comfort  of  the  employees,  but  to  the  great  work  of  proper  sanitation. 

The  erection  of  the  quarters  and  repair  of  the  buildings  has  l)een  greatly 
delayed  by  reason  of  the  nonarrival  of  lumber  of  proper  dimensions  and  build- 
ing material  required  for  the  work.  I  am  advised  that  large  quantities  of  lum- 
ber of  the  proper  sizes  will  shortly  arrive,  both  at  La  Boca  and  Colon.  In  fact, 
the  vessel  now  discharging  at  Panama  brought  a  considerable  quantity  of  the 
desired  sizes.  Within  a  very  short  period  the  long-waited-for  building  material 
will  be  afloat  on  one  side  or  the  other,  and  probably  both  sides,  of  the  Isthmus, 
and  it  will  then  become  necessary  to  deliver  necessary  amounts  at  the  various 
building  sites  along  the  line  of  the  canal  and  the  Panama  Railroad.  It  is  of 
the  utmost  importance  that  we  avoid  additional  delay  of  even  one  day.  I  am 
aware  that  the  rolling  stock  of  the  Panama  Railroad  and  its  facilities  for 
handling  freight  are  taxed  to  their  utmost,  and  this  fact  occasions  the  writing 
of  this  letter,  for  I  wish  to  urge  upon  you  that  the  paramount  necessity  of  the 
present  is  the  construction  and  repair  of  quarters  and  increase  of  hospital 
space.  The  transportation  and  delivery  over  the  line  of  the  Panama  Railroad 
Company  of  this  lumber  and  building  material  should  be  given  precedence  to 
all  other  business,  and  the  transportation  facilities  of  the  road  should  be 
worked  to  their  utmost  capacity  to  accomplish  the  transportation  in  the  least 
possible  time,  and  the  facilities  for  unloading  vessels  and  landing  the  lumber 
should  likewise  be  devoted  to  the  unloading  of  lumber  ships  in  preference  to 
the  more  profitable  commercial  freight  of  the  ro?id. 

I  know  from  my  previous  correspondence  with  you  that  you  are  aware  of  the 
importance  of  the  matter  to  which  this  letter  refers,  but  it  is  possible  that,  the 
railroad  having  heretofore  been  operated  as  a  commercial  enterprise,  you  will 
think  that  the  commercial  traffic  paying  higher  rates  than  is  paid  by  the  Com- 
mission is  entitled  to  preference. 

As  a  director  of  the  road  and  a  member  of  the  executive  committee  of  the 
corporation,  I  assume  the  responsibility  of  requiring  that  the  lumber  and  build- 
ing material  to  be  used  in  the  construction  and  repair  of  quarters,  hospitals, 
and  other  sanitary  works  of  the  Commission  and  of  the  government  of  the 
Canal  Zone  shall  be  given  precedence  over  any  and  all  other  traflic  tendered  to 
the  road.  I  do  this  for  the  purpose  of  relieving  you  of  responsibility  should  it 
be  found  necessary  to  delay  the  transfer  of  commercial  freight  or  to  put  on 
extra  trains  or  work  overtime. 

I  know,  from  conversations  heretofore  had  with  you,  that  you  realize  the 
importance  of  the  proper  sanitation  of  the  Isthmus,  especially  in  the  construction 
of  more  and  better  quarters,  and  I  rely  with  confidence  upon  your  active  coopera- 
tion. 

Yours,  very  truly,  Chables  E.  Magoon, 

Oovemor, 

Mr.  H.  6-  Pbescott, 

Superintendent  Panama  Railroad,  Colon. 


Ancon,  Isthmian  Canal  Zone,  July  8,  1905. 

Sib:  I  learn  that  about  50  per  cent  of  the  force  of  carpenters  and  builders 
attached  to  the  architectural  bureau  are  unemployed,  while  at  the  same  time 
there  is  imperative  need  of  more  quarters.  The  most  imiwrtant  measure  now 
pending  is  the  sanitation  of  the  Isthmus,  and  to  accomplish  such  sanitation  it 
is  of  prime  necessity  that  additional  quarters  be  provided  by  the  erection  of 
new  buildings  and  the  repair  of  the  old  structures  taken  over  from  the  French 
company. 

The  failure  to  provide  quarters  heretofore  has  been  occasioned  by  the  non- 
arrival  on  the  Isthmus  of  lumber  of  required  dimensions  and  other  building 
material.  In  recent  conversations  with  me  you  stated  that  lumber  of  proper 
dimensions  and  other  building  material  necessary  for  construction  of  dwelling 
houses  and  the  repair  of  old  ones  would  shortly  arrive  on  both  sides  of  the 
Isthmus,  and  that  the  vessel  now  being  unloaded  at  the  American  wharf  in 
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the  city  of  Panama  brought  a  considerable  quantity  of  lumber  of  the  required 
Bizes. 

In  our  conversation  yesterday  I  understood  you  to  say  that  you  intended  to 
complete  the  unloiading  of  the  vessel  now  in  the  Bay  of  Panama,  transport  the 
lumber  to  La  Boca,  pile,  inspect,  and  measure  it  before  any  was  issued  for 
construction  purposes.  I  am  advised  that  this  course,  if  adhered  to.  would 
occasion  a  delay  of  nearly  a  month's  duration.  The  necessity  for  increased 
quarters  outside  of  Panama  and  additional  hospital  structures  is  so  great  that 
not  an  hour's  delay  should  take  place  that  can  l>e  avoided. 

Obviously  much  time  could  be  saved  if  an  arrangement  could  be  made  with 
the  master  of  the  vessel  now  discharging  lumber  whereby  the  sizes  required  for 
dwelling  houses  could  be  loaded  on  cars  at  the  American  wharf  in  Panama, 
inspected,  and  measured  by  your  men  and  by  a  man  representing  the  ship.  A 
record  should  be  kept  of  the  amount  so  disposed,  and  it  seems  as  easy  to 
satisfactorily  ascertain  the  quality  and  amount  of  lumber  on  a  car  as  in  a  pile 
at  La  Boca.  If  this  course  is  adopted  the  carpenters  could  be  put  to  work  at 
once,  and  not  stand  in  enforced  idleness  awaiting  the  complete  discharge  of 
the  cargo.  I  hope  you  can  make  the  suggested  arrangement.  If  you  can  not 
do  so,  or  if  there  are  reasons  for  not  adopting  the  course  which  commend 
themselves  to  your  judgment,  will  you  please  make  report  thereof  in  writing? 
Yours,  very  truly, 

Chables  E.  Maooon,  Oovemor, 

Mr.  E.  C.  ToBEY, 

Chief  of  Bureau  of  Supplies,  Ancon, 
(Through  the  Acting  Chief  Engineer.) 


Ancon,  Isthmian  Canai.  Zone,  July  7, 1905, 

Sib:  I  understood  you  to  say,  in  response  to  my  inquiry  this  morning,  that 
practically  one-half  of  the  force  of  carpenters  and  builders  attached  to  the 
bureau  of  architecture  and  building  were  not  at  work  because  of  inability  to 
secure  the  delivery  of  lumber  at  the  places  selected  as  sites  for  the  numerous 
buildings  heretofore  authorized  by  the  Commission.  ' 

You  also  advised  me  that  you  were  about  to  begin  the  grading  for  the  gov- 
ernor's house,  but  that  it  would  be  necessary  to  erect  quarters  for  the  laborers 
to  be  employed  on  that  work,  and  that  such  erection  would  require  lumber  of  tbe 
sizes  needed  for  construction  and  repair  of  quarters  intended  for  the  employees 
of  the  Commission. 

Thereupon  I  instructed  you  orally,  and  I  now  wish  to  Instruct  you  in  writing, 
that  you  are  not  to  enter  upon  the  construction  of  the  governor's  house  until 
adequate  provision  has  been  made  for  the  proper  housing  and  feeding  of  tbe 
entire  force  of  the  Isthmian  Canal  Commission  on  the  Isthmus,  including  not 
only  clerks  and  employees,  but  also  common  laborers,  and  including  also  hos- 
pital accommodations  for  not  less  than  6  per  cent  of  the  maximum  force  to  be 
employed  during  the  year  ending  June  30,  1906. 

I  am  giving  you  this  Instruction  in  writing  because  you  have  heretofore  been 
advised  of  the  fact  that  the  Secretary  of  War  especially  directed  the  head  of  the 
department  of  construction  and  engineering  that  the  erection  of  the  governor's 
house  was  to  be  commenced  at  once  and  continued  without  interruption  until 
completed.  I  assume  the  responsibility  of  modifying  the  Secretary's  direction, 
for  it  is  clear  that  an  emergency  exists  for  increased  quarters  and  acconmioda- 
tions  for  the  employees,  and  that  every  energy  of  the  Commission  should  be 
exerted  toward  meeting  it.  The  necessity  is  paramount,  and  you  should  act 
accordingly. 

Yours,  respectfully,  Charles  E.  Maooon,  Oovemor. 

Mr.  A.  M.  BuBTT, 

Supervising  Architect, 

Chief  of  Bureau  of  Architecture  and  Buildings,  Ancon. 

(Through  the  acting  chief  engineer.) 


Exhibit  26. 

Febbuabt  12,  1906. 

My  Deab  Mb.  Secbetabt:  With  reference  to  former  Chief  Engineer  Wallace's 

statement  before  the  Senate  committee  that  the  authorities  refused  to  take 

the  result  of  his  year's  work  on  the  Isthmus  and  declined  to  receive  his  reports 

for  the  benefit  of  the  Canal  Commission,  and  that  all  of  his  work  was  coose- 
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quently  lost  to  the  United  States.  I  beg  to  call  your  attention  to  the  following 
official  documents,  as  shown  by  the  files  of  this  office. 

First  An  extract  from  the  minutes  of  the  Canal  Commission  of  July  1  last, 
directing  the  chairman  to  make  formal  request  of  Mr.  Wallace  for  the  delivery 
by  him  to  the  Commission  of  all  data  or  material  concerning  the  canal  which 
he  had  brought  with  him  from  the  Isthmus,  together  with  copy  of  my  letter  to 
Wallace  pursuant  to  such  resolution  and  copy  of  reply  made  by  his  secretary. 

A  copy  of  my  letter  to  Mr.  Wallace,  addressed  to  him  at  New  York,  was  also 
sent  to  his  home  address  at  Flossmoor,  111. 

It  will  be  observed  that  In  the  resolution  of  the  Commission  hereto  attached 
Commissioner  Ernst  was  also  directed  to  inspect  the  condition  of  the  work  for  a 
report  as  of  July  1. 

Later  directions  were  Issued  to  Commissioners  Haiils  and  Harrod.  who  sailed 
for  Panama  on  July  5,  that  in  addition  to  other  duties  with  which  they  were 
charged  they  should  study  carefully  the  condition  of  the  work,  with  the  end  in 
view  of  making  a  report  as  to  the  things  actually  accomplished  under  former 
Chief  Engineer  Wallace's  supervision,  until  the  time  of  the  taking  over  of  his 
department  by  Chief  Engineer  Stevens. 

These  actions  were  taken,  not  only  in  order  that  no  loss  or  embarrassment 
should  accrue  by  reason  of  the  change  in  officials,  but  to  afford  a  proper  pro- 
tection to  the  incoming  chief  engineer  from  disinterested  and  exi>ert  sources. 

The  reports  by  Commissioners  Hains.  Harrod,  and  Ernst  were  duly  made 
and  considered  by  the  Commission  and  appear  as  Exhibit  D  in  its  last  annual 
report 

In  the  Joint  report  by  Commissioners  Hains  and  Harrod  the  following  state- 
ment is  made: 

••  We  find  in  the  chief  engineer's  office  a  series  of  reports  for  the  fiscal  year 
ending  June  30,  1905,  which  corresponds  substantially  with  the  date  of  the 
transfer  of  duties  from  Mr.  Wallace  to  Mr.  Stevens.  These  reijorts  are  by  the 
acting  chief  engineer  and  the  heads  of  the  several  departments  under  his  and 
give  a  concise  statement  of  the  work  accomplished  during  the  past  year  and  its 
condition  at  this  date.    These  reports  are  ac^oonipanied  by  many  blueprints. 

"  We  have  taken  a  set  of  these  reports  to  Washington  to  use  in  the  prepara- 
tion of  the  presentation  to  the  advisory  board  of  engineers,  leaving  the  originals 
and  copies  on  file  in  the  chief  engineer's  office." 

The  reports  of  these  three  Commissioners  are  self-explanatory. 
Very  truly,  yours, 

T.  P.  Shonts. 

The  Secbetaby  of  War. 

(Indosure  as  stated.) 


Isthmian  Canal  Commission, 

New  York  City,  July  2,  1905. 
Mr.  T.  P.  Shonts, 

Chairman  Isthmian  Canal  Commission,  Washington,  D.  C. 

Deab  Sib:  Your  letter  of  July  1  to  Mr.  Wallace  has  Just  been  received  by  me, 
Mr.  Wallace  having  left  the  city  yesterday  for  the  West. 

Just  as  he  was  leaving  he  directed  me  to  inform  you  that  all  the  official  papers 
and  data  relating  to  canal  matters  which  he  brought  with  him  from  the  Isthmus 
were  taken  bade  to  Panama  by  the  chief  clerk  of  his  office.  Mr.  John  Seager, 
who  sailed  from  New  York  on  the  City  of  Savannah  Monday.  June  26,  shortly 
after  the  interview  with  the  Secretary  of  War. 

I  send  you  herewith  a  few  letters  which  have  been  received  since  and  which 
have  not  been  answered.  I  have  inclosed  in  an  envelope  addressed  to  the  office 
of  the  chief  engineer  at  Panama  all  carbon  copies  and  other  correspondence 
which  has  been  disposed  of  relative  to  canal  and  railroad  matters.  This  en- 
velope I  will  to-morrow  morning  turn  over  to  Mr.  Drake,  in  order  that  he  may 
forward  it  to  the  Isthmus,  if  he  so  desires,  as  the  papers  contained  therein 
relate  entirely  to  routine  matters  and  pertain  to  the  Panama  flies  of  the  chief 
engineer. 

There  are  no  other  official  papers  or  matter  relating  to  the  canal  or  railroad 
here,  and  Mr.  Wallace  did  not,  of  course,  take  any  with  him  to  the  West 

Mr.  Wallace,  as  he  was  boarding  the  train,  also  requested  me  to  ask  you  to 
kindly  have  the  check  for  the  last  half  of  his  June  salary  forwarded  to  him  at 
FlOBsmoor,  Cook  County,  111. 

Very  respectfully,  H.  F.  Tenny, 

Assistant  Secretary, 
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Isthmian  Canal  Commission, 
Washington,  D.  C,  July  i,  1905, 
Deab  Sib:  At  a  meeting  of  the  Isthmian  Canal  Commission  held  to-day  your 
resignation  and  its  acceptance  were  reported  and  confirmed. 

The  Secretary  of  War  informs  us  that  you  mentioned  to  him  that  you  had 
brought  to  the  United  States  certain  data  and  studies  concerning  the  canal. 

Agreeably  to  the  direction  of  the  Commission,  I  beg  leave  to  ask  you  to  kindly 
send  us,  at  your  early  convenience,  all  data,  studies,  and  other  matters  in  hand. 
With  regards, 

Yours,  truly,  T.  P.  Shonts,  Chairman. 

John  F.  Wallace,  Esq., 

Hotel  Marie  Antoinette ^  New  York  City, 


[Extract  from  mlnntefi  of  the  ninety-eighth  meeting  of  the  I'.thmian  Canal  Commiflsion,  Jnly  1, 

lflOB\F 


The  engineering  committee  members  of  the  Commission  stated  that  they  had 
all  available  data  and  information  in  shape  ready  for  submission  (to  the  Con- 
sulting Board)  relative  to  the  various  levels,  but  that  there  was  not  in  the 
Washington  office  adequate  data  and  Information  to  enable  it  to  prepare  plans 
for  the  sea-level  project  or  for  the  presentation  of  such  plans  to  the  Advisory 
Board.  It  was  believed  that  the  late  chief  engineer,  Mr.  Wallace,  had  brought 
with  him  from  the  Isthmus  some  data  of  this  character  in  accordance  with  his 
statement  to  that  effect  made  to  the  Secretary  of  War.  Accordingly,  the  chair- 
man of  the  Commission  was  directed  to  make  a  formal  request  of  Mr.  Wallace 
for  the  delivery  by  him  to  the  Commission  of  all  data  and  material  concemUig 
the  canal  which  he  had  brought  with  him  from  the  Isthmus.  The  chairman  at 
once  prepared  and  dispatched  this  letter.  The  Conmiission  realized,  howeTer, 
the  urgent  necessity  of  gathering  and  preparing  for  submission  the  requested 
data  for  this  most  important  purpose  and  to  avoid  the  delay  incident  to  cor- 
respondence; and  also,  to  obtain  the  advantage  of  personal  inspection,  it  was 
determined  that  General  Hains  and  Major  Harrod  and,  if  possible,  also  Colonel 
Ernst,  should  at  once  proceed  to  the  Isthmus  for  this  purpose. 

Upon  motion  it  was  duly  and  unanimously — 

"Resolved,  That  the  engineering  committee  of  the  Conmiission  be,  and  it  is 
hereby,  charged  with  the  duty  of  preparing  the  data  and  plans  for  submission 
to  this  Commission  in  advance  of  the  meeting  of  the  Advisory  Board  of  Engi- 
neers called  by  the  President  to  be  held  in  Washington  September  1  next;  and 
that  the  engineering  committee  submit  to  this  Commission  this  data  by  the  15th 
of  August ;  that  General  Hains  and  Major  Harrod  of  the  engineering  oonunittee 
and,  if  possible.  Colonel  Ernst  also,  proceed  as  quickly  as  possible  to  the  Ishmos, 
there  to  secure  the  requisite  data  for  the  purpose  aforesaid,  and  also  there  to 
inspect  the  condition  of  the  work  for  a  report  as  of  July  1  or  a  later  date  if 
practicable." 


E2XHIBIT  27. 
PIPE  LINE. 

War  Department,  Office  of  the  Secret abt, 

April  9, 1906. 

[Memorandum  for  Mr.  Bishop,  Isthmian  Oanal  Oommisaion.] 

The  Secretary  desires  to  see  all  the  letters  and  papers  concerning  the  fran- 
chise granted  the  Union  Oil  Company  on  the  Isthmus,  and  all  letters  written  in 
connection  with  that  matter  to  other  companies. 

Fred  W.  Carpenter,  Private  Secretary, 
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Washington,  D.  C,  November  28,  1905, 
Hon.  WnxiAM  H.  Tapt,  Secretary  of  War. 

Sib:  The  Union  Oil  Company  of  California  desires  to  construct  and  operate 
a  pipe  line  across  the  Isthmus  of  Panama  for  the  purpose  of  transshipping  oil 
from  its  tank  ships  at  Panama  to  tank  ships  at  Colon  for  shipment  to  Atlantic 
ports  of  the  United  States  and  elsewhere. 

To  this  end  the  Union  Oil  Company  of  California  applied  to  and  secured 
from  the  Government  of  the  Republic  of  Panama  a  concession  granting  to  the 
company  the  right  to  construct  docks  and  pumping  facilities  at  the  ports  of 
Panama  and  Colon,  and  giving  the  consent  of  the  Government  of  Panama  (so 
far  as  such  consent  is  necessary  and  proper),  as  lessor  of  the  territory  known 
as  the  Canal  Zone,  and  subject  to  the  further  consent  of  the  officials  of  the 
isthmian  canal,  to  the  construction  and  operation  of  a  pipe  line  from  Panama 
through  said  Canal  Zone  to  Colon. 

The  permission  of  the  officials  of  the  isthmian  canal  being  also  necessary  to 
the  construction  of  any  pipe  line  through  the  territory  known  as  the  Canal  Zone, 
the  Union  Oil  Company  of  California  hereby  respectfully  applies  for  such  per- 
mission, and  agrees,  as  a  condition  to  the  granting  of  such  permission,  that  if, 
at  any  time  during  the  period  of  ten  years  immediately  following  the  completion 
of  such  pipe  line,  the  United  States  Government  the  Isthmian  Canal  Commission, 
or  their  contractors  or  agents  desire  to  use  oil  for  fuel  or  such  other  purposes 
as  the  oil  may  be  adapted  to,  the  company  will  deliver  the  oil  at  such  points 
along  said  pipe  line  as  may  be  desired,  at  the  price  of  90  cents  gold  per  barrel  of 
42  gallons,  and  to  such  an  amount  as  will  meet  the  requirements. 

It  is  distinctly  understood,  however,  that  the  granting  of  the  desired  permis- 
sion to  construct  a  pipe  line  through  the  Canal  Zone  imposes  no  obligation  what- 
soever under  the  above  proposition  upon  the  United  States  or  Its  agents  to  pur- 
chase or  use  any  oil  from  this  company  at  any  time. 

The  Union  Oil  Company  of  California  further  agrees  that  as  soon  as  the 
desired  permission  is  granted  it  will  proceed  with  due  dispatch  to  install  its 
pipe  line  and  appurtenances  in  such  locations  as  may  be  designated  by  the 
chairman  of  the  Isthmian  Canal  Commission  or  the  engineer  in  charge,  so  as 
not  to  interfere  with  the  canal  or  auxiliaries.  If  at  any  time  it  becomes 
necessary  to  change  the  location  of  any  portion  of  the  pipe  line  to  avoid  inter- 
ference with  the  canal  works,  the  company  will  promptly  make  such  changes, 
at  its  own  expense,  whenever  and  as  directed  to  so  do  by  the  officials  of  the 
isthmian  canal. 

Respectfully,  The  Union  Oil  Company  of  Califobnia,  . 

By  John  Bakeb,  Jr.,  Manager, 


The  New  Willabd, 
Washington,  D,  C,  December  -J,  1905, 
Hon.  William  H.  Taft, 

Secretary  of  War,  Washington,  D.  C, 

Deab  Sib  :  In  the  very  limited  interview  which  you  were  able  to  accord  me  on 
the  1st  instant  at  which  time  I  presented  to  you  the  request  of  the  Union  Oil 
Company,  of  California,  for  permission  to  construct  and  operate  a  pipe  line 
across  the  Isthmus  of  Panama,  through  the  Canal  Zone,  I  was  unable  to  ac- 
quaint you  with  certain  features  of  the  proposition  which  are  of  national  im- 
portance.   Permit  me,  please,  to  do  so  herein. 

The  Union  Oil  Company,  of  California,  is  anticipating  by  this  undertaking  the 
principal  purpose  for  which  the  isthmian  canal  is  being  constructed. 

The  carrying  out  of  its  plans  to  deliver  California  oil  in  the  markets  of  the 
world  will  result  in  a  vast  increase  in  American  commerce.  The  business  al- 
ready assured  the  company  will  necessitate  its  building  a  fleet  of  tank  steamers 
and  vessels  in  American  shipyards.  Having  learned  of  opposition  to  its  plans 
by  competitors  and  realizing  that  every  possible  effort  will  be  made  to  retard  its 
efforts  to  reach  the  oil  markets  of  the  world,  and  also  having  In  view  the 
delay  which  would  be  necessitated  by  building  steamers  and  vessels,  the  com- 
pany last  month  purchased  all  the  American  tank  steamers  which  were  not 
owned  by  Its  competitors,  viz:  Lansing,  Roma,  Washtenaic,  and  Argyll.  The 
Lansing  Is  the  largest  and  fastest  American  tank  steamer  afloat  The  acquisi- 
tion of  thefre  steamers  places  the  company  in  the  position  of  having  as  much — 
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In  the  point  of  capacity — American  oil  tank  steamer  transportation  as  any 
other  oil  company  in  the  United  States.  These  steamers,  however,  represent  but 
a  small  portion  of  the  fleet  the  company  will  have  to  provide  to  carry  out  its 
plans. 

During  this  year  the  Union  Oil  Company  has  been  offered  a  market  for  large 
quantities  of  its  oil  on  long-term  contracts  in  some  of  the  principal  Atlantic 
coast  ports  of  the  United  States,  and  also  in  England.  The  great  cost  of  trans- 
portation via  the  long  route  around  Cape  Horn  or  the  Straits  of  Magellan 
operated  against  the  acceptance  of  this  business.  Via  the  much  shorter  and 
cheaper  route  across  the  Isthmus  of  Panama  by  means  of  a  pipe  line,  pending 
the  opening  of  the  Panama  Canal,  California  oil  can  be  profitably  marketed 
in  competition  with  other  oil  in  Atlantic  coast  ports  of  the  United  States  and 
in  Europe. 

In  order  to  meet  the  demands  above  referred  to  for  Its  oil  and  to  generally 
extend  Its  business  the  Union  Oil  Company  decided  to  institute  a  translsthmian 
route,  to  enable  It  to  reach  the  Atlantic  seaboard  and  European  markets.  To 
this  end  it  applied  to  and  received  from  the  Republic  of  Panama  a  concession 
granting  to  the  company  the  right  to  construct  and  operate  a  pipe  line  from 
Pacific  ports  of  that  Republic  to  ports  on  the  Atlantic  side.  A  translated  copy 
of  this  concession  has  been  furnished  you. 

A  perusal  of  this  document  will  show  that  the  company  can  install  its  ter- 
minal plants  and  pipe  line  in  strictly  Panama  territory.  The  route  the  com- 
pany would  adopt  would  be  the  Government  road  across  the  Province  of  Chlri- 
qul  from  the  Port  of  David  on  the  Pacific  coast  to  Bocas  del  Toro  on  the  Atlan- 
tic coast,  a  route  practically  parallel  with  the  canal,  but  about  200  miles  far- 
ther north. 

The  other  route,  to  the  use  of  which  the  consent  of  the  isthmian  canal 
officials  is  necessary,  is  through  the  Canal  Zone.  Of  the  two  routes  the  company 
frankly  admits  its  preference  of  the  Zone  route,  for  the  following  reasons : 

First.  It  Is  about  20  miles  shorter  than  the  Chlriqui  route,  and  does  not  re- 
quire the  maintenance  of  intermediate  pumping  stations,  which  would  be  neces- 
sary at  Chlriqui. 

Second.  The  existence  of  the  Panama  Railroad  would  greatly  facilitate  the 
distribution  of  the  4,000  tons  of  pipe  along  the  route  through  the  Zone,  as 
against  wagon  distribution  over  the  Chlriqui  road. 

Third.  In  the  Zone  the  company's  property  would  mostly  be  under  the  jnris- 
dlction  of  the  United  States. 

Because  of  these  advantages  of  the  Zone  route  the  company  asks  permission 
to  lay  Its  pipe  line  there,  and  in  consideration  for  such  permission  glyes  the 
United  States  or  its  agents  the  privilege.  If  desired,  of  obtaining  fuel  oil  at  an 
exceptionally  low  rate,  which  would  mean  saving  of  at  least  25  per  cent  over 
coal. 

Respecting  the  question  whether  oil  will  or  will  not  be  used  In  place  of  coal 
In  the  work  on  the  canal,  that  Is  a  matter  quite  apart  from  the  purpose  of  the 
company's  request  to  you,  which  Is,  to  enable  It  to  get  Its  oil  from  the  Pacillc 
to  the  Atlantic  ocean.  But,  as  the  use  of  oil  for  fuel  has,  wherever  tried, 
shown  such  a  great  saving  over  coal — In  cost  as  well  as  labor — ^It  Is  more  than 
probable  that  It  will  ultimately  be  used  at  Panama. 

Therefore  it  seems  obviously  to  the  advantage  of  the  United  States  Govern- 
ment in  its  work  on  the  canal  to  have  this  pipe  line  and  oil  supply  paralleling 
the  whole  line  of  the  work.  Such  a  plant  provides  transiwrtation  for  delivering 
the  oil  at  any  point  required  at  a  very  low  rate  for  a  long  term  of  years,  obviates 
expense  to  the  United  States  for  tanks  and  railroad  transportation,  provides  a 
supply  of  fuel  oil  at  the  terminal  ports  of  the  canal  for  us»e  by  naval  vessels  of 
the  United  States,  if  desired,  and  the  pipe  line  will  in  no  way  Interfere  with 
canal  or  railroad  construction.  All  this  without  the  United  States  Government 
being  obligated  in  any  way  to  purchase  oil  from  or  deal  with  this  company  in 
preference  to  any  other. 

A  brief  statement  respecting  the  company  and  its  affairs  may  not  be  amiss : 

The  Union  Oil  Company,  of  California,  is  the  oldest  (established  over  twenty 
years  ago)  and  largest  oil  company  on  the  Pacific  coast.  It  owns  and  controls 
172,000  acres  of  oil-producing  land  in  California;  has  extensive  systems  of 
pipe  lines  connecting  its  oil  fields  with  three  seaports;  operates  two  large 
refineries;  maintains  over  40  distributing  stations,  and  owns  and  operates 
between  California  and  the  Hawaiian  Islands  and  ports  of  the  northwest  coast 
a  fleet  of  American  tank  steamers  and  barges.  The  company's  supply  of  crude 
or  fuel  oil  is  believed  to  be  the  largest  In  the  world. 
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During  the  twenty  years  and  more  that  the  company  has  been  in  the  oil  busi- 
ness it  has  expended  over  $12,000,000,  and  its  present  plans  contemplate  and  it 
is  prepared  to  invest  $12,000,000  more,  the  greater  portion  of  which  will  be 
expended  in  transportation  facilities  to  enable  the  company  to  reach  distant 
domestic  and  foreign  markets.  This  means  business  for  American  shipyards 
and  the  development  of  American  trade  in  foreign  lauds.  For  many  years  it 
has  been  the  policy  of  the  company  to  enter  into  long-time  contracts  with  con- 
sumers at  fixed  prices.  This  it  has  been  Justified  in  doing  because  of  its  large 
holdings  of  oil  territory,  and  it  has  proven  mutually  beneficial  tp  the  consumers 
and  the  company,  as  the  former  are  warranted  in  investing  the  money  required 
for  converting  their  plants  to  burn  oil  and  the  company  is  justified  in  providing 
the  facilities  necessary  for  supplying  the  business,  as  it  is  practically  assured 
interest  on  its  investment. 

The  shares  of  the  company  are  largely  held  by  the  representative  business 
men  of  California.  There  are  also  many  shareholders  throughout  the  East, 
quite  a  large  number  being  resident  of  New  Jersey. 

The  company  owns  every  branch  of  the  oil  business,  hicluding  more  proven 
territory  than  any  other  oil  company  in  the  world.  Its  position  as  owner, 
together  with  its  policy  of  making  long-time  contracts,  has  been  the  basis  of  its 
success. 

The  dry  season  has  now  begun  on  the  Isthmus,  and  the  company  desires  to 
take  immediate  advantage  of  this  condition  to  more  quickly  construct  its  pipe 
line  and  terminal  facilities.  While  the  company  would  exceedingly  regret  a 
refusal  of  its  application  for  permission  to  traverse  the  Canal  Zone,  such  refusal 
would,  for  reasons  given  above,  force  it  to  immediately  begin  constructing  its 
pipe  line  via  the  Chiriqui  route.  Once  established  there — ^200  miles  north  of 
the  Canal  Zone — the  pipe  line  never  could  be  utilized  for  supplying  oil  along 
the  route  of  the  canal,  should  oil  at  any  time  be  desired  there,  and  the  company 
would  not  feel  warranted  in  establishing  another  half  million  dollar  pipe-line 
plant  in  the  Canal  Zone,  nor  could  it  name  so  low  a  rate  for  oil  as  it  has  in  Its 
formal  application  of  November  28. 

Very  respectfully,  Jno.  Bakeb,  Jr., 

Manager  Union  Oil  Company,  of  California. 


[Memorandnin  for  the  Secretary  of  War.] 

Decembeb  6,  1905. 
With  reference  to  the  request  of  the  Union  Oil  Company,  of  California,  for  a 
franchise  to  construct  a  pipe  line  across  the  Isthmus,  and  following  up  our 
conversation  of  Monday,  I  find  that  the  following-named  individuals  and  cor- 
porations have  from  time  to  time  addressed  the  Conunlssion  on  this  general 
subject : 

Union  Oil  Company California. 

Lindon  W.  Bates New  York. 

The  Texas  Company Texas. 

Associated  Oil  Company California. 

Gulf  Refining  Company 1 Pittsburg. 

HIggins  Oil  &  Fuel  Company Beaumont,  Tex. 

The  foregoing  companies,  while  not  in  every  instance  expressly  so  stating, 
have  as  an  underlying  motive  or  desire  to  furnish  to  the  Commission  oil  for 
fuel,  but  do  not  make  specific  proposals  setting  forth  the  price  at  which  they 
would  agree  to  deliver  oil. 

There  is  a  consensus  of  opinion  that  the  equivalent  of  oil  for  fuel,  as  com- 
pared with  coal,  is  90  cents  per  barrel  to  $4  per  ton.  We  have  been  paying 
approximately  $4  for  Pocahontas  coal  delivered  on  the  Isthmus,  although  the 
last  contract  for  coal  was  with  the  Fairmont  people  at  $3.70  per  ton.  This 
Fairmont  coal  at  $3.70  has  been  thoroughly  tested  out  and  found  to  be  no 
cheaper  and.  If  anything,  less  desirable  than  Pocahontas  at  $4. 

At  the  ratio  above  set  forth  the  only  economy  In  the  use  of  oil  would  be 
cheaper  cost  of  handling  between  points  on  the  Isthmus.  It  would  cost  approxi- 
mately $850  to  convert  each  locomotive  into  an  oil  burner,  and  Chief  Engineer 
Stevens  states  that  It  would  be  a  troublesome  matter  to  educate  the  class  of 
firemen  on  which  we  are  dependent  to  the  use  of  oil  (as  they  have  now  been 
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taught  to  fire  with  coal)  ;  furthermore,  in  derailments,  which  are  inevitable,  it 
would  involve  additional  danger. 

With  the  present  data  and  information  the  Commission  is  not  inclined,  there- 
fore, to  substitute  oil  for  coal  as  fuel. 

The  Union  Company,  however,  on  a  later  date — November  28 — submitted  copy 
of  a  concession  secured  from  the  Panaman  Government,  authorizing  them  to 
lay  a  pipe  line  from  Chirlqui  across  to  Bocas  del  Toro,  with  privilege  also  of 
laying  a  similar  line  from  Panama  to  Colon,  subject  to  the  approval  of  the 
officials  of  the  government  of  the  Canal  Zone,  through  which  it  would  have  to 
pass.  They  state  that  they  have  purchased  tank  steamers,  and  it  is  their  plan 
to  transport  oil  to  the  Pacific  terminus  and  pipe  the  same  across  the  Isthmus  to 
their  steamera  for  delivery  on  the  Atlantic  coast  of  the  United  States  and  else- 
where. They  offer  as  an  inducement  to  the  Commission  for  granting  this  fran- 
chise to  cross  the  Zone  that  they  will  agree  to  sell  oil  to  the  Commission  or  to 
any  future  contractor  at  90  cents  per  barrel.  They  do  not,  however,  make  as  a 
condition  precedent  that  the  Commission  shall  purchase  its  oil,  but  state  their 
primary  object  is  to  secure  a  pipe  line  across  the  Isthmus  for  transportation 
purposes. 

In  so  far  as  the  utilization  of  oil  from  the  Union  Company  at  90  cents  is  con- 
cerned, the  views  of  the  Commission  are  set  forth  in  a  foregoing  part  of  this 
memorandum. 

With  reference  to  the  granting  of  this  franchise  to  the  Union  Company  for 
through  transportation  purposes,  to  my  mind  there  are  two  dominant  objections 
which  present  themselves  at  this  time : 

1.  To  grant  it  to  the  Union  people  would  be  an  exclusive  concession,  contrary 
to  policy,  when  others  are  undoubtedly  anxious  to  secure  the  same  privilege. 

2.  There  is  considerable  talk  about  changing  the  Atlantic  terminus  of  the 
canal,  which,  if  done,  would  result  in  the  practical  ultimate  abandonment  of 
Colon  as  a  transportation  terminal. 

It  might  be  added  that  as  a  railroad  business  proposition  pure  and  simple  the 
granting  of  a  pipe-line  concession  might  in  effect  take  aw*ay  business  from 
the  Panama  Railroad,  and  in  future  from  the  Panama  Canal. 

T.  P.  Shonts,  Chairman. 


Wab  Department, 
Washington,  December  2$,  1905. 

My  Dear  Mr.  Shonts:  With  reference  to  the  application  of  the  Union  Oil 
C^ompany  to  put  a  pipe  line  across  the  Isthmus,  through  the  Zone.  I  have  sub- 
mitted the  whole  matter  to  the  President  and  the  Cabinet,  and  the  President, 
upon  the  advice  of  the  Cabinet,  has  concluded  that  it  would  be  wise  to  grant  a 
clearly  revocable  license  to  the  oil  company  at  a  compensation  of  $500  a  month ; 
this  to  cover  the  right  of  way  through  property  belonging  to  and  under  the 
control  of  the  Canal  Commission.  Of  course  with  reference  to  the  property 
owned  by  private  persons  along  the  way  the  licensee  will  have  to  make  hi's 
own  terms.  My  impression  is  that  our  license  might  properly  include  the  license 
of  the  railway  company  as  well.  I  am  anxious,  however,  of  course,  that  such 
a  concession  as  this  shall  not  in  any  way  interfere  with  the  convenience  of  the 
Canal  Commission  and  the  railway  company  In  the  great  works  of  construction 
which  they  have  under  way.  Will  you  kindly,  therefore,  confer  with  Chief 
Engineer  Stevens,  and  obtain  from  him  a  statement  of  such  limitations  or  re- 
strictions as  may  be  necessary  to  secure  the  result  I  have  stated?  Perhaps 
it  would  be  wiser  for  you  to  send  Stevens  to  me,  and  I  can  confer  with  him 
directly  as  to  these  limitations  which  ought  to  enter  into  the  license  which  the 
President  has  directed  me  to  draw  and  submit  to  him.  You  will  observe  that 
this  license  is  not  exclusive — we  could  not  make  it  so  even  if  we  wished  to  do 
so,  as  we  do  not — ^and  that  it  will  end  whenever  the  interests  of  the  Government 
require  It  to  end.  The  Union  Oil  Company,  or  any  other  licensee,  if  other 
licenses  are  granted,  in  building  its  line  must  take  the  risk  of  being  invited  to 
leave  at  any  time.  The  money  which  will  result  from  this  license  will  be  u.^«ed 
for  the  public  schools  of  the  Isthmus. 

Very  respectfully,  yours,  Wm.  H.  Taft,    • 

Secretary  of  War, 

Hon.  T.  P.  Shonts, 

Chairman  Isthmian  Canal  Commission,  Washington,  D.  C 
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Isthmian  Canal  Affairs, 
Office  of  Administration, 
Wa8hin0t(m,  D,  C,  December  29,  1905. 
My  Dear  Mr.  Secretary  :  I  beg  to  acknowledge  receipt  of  your"  letter  of 
to-day,  with  reference  to  granting  a  revocable  license  to  the  Union  Oil  Company 
to  put  a  pipe  line  across  the  Isthmus,  through  the  Zone,  and  will  ask  Mr.  Stevens 
to  see  you  regarding  the  matter. 

I  am  convinced  that  other  companies  will  ask  a  similar  privilege,  and  I  pre- 
sume it  will  be  the  disposition  of  the  Government  to  treat  them  all  alike. 
Very  truly,  yours, 

T.  P.  Shonts,  Chairman. 
The  Secretary  of  War. 


War  Department, 
Washington,  Janaury  10,  1906. 

My  Dear  Mr.  President:  I  herewith  inclose  a  draft  of  a  revocable  license 
to  the  Union  Oil  Company  of  California,  permitting  It  to  construct  and  main- 
tain a  pipe  line  for  the  conveyance  of  oil  across  the  Canal  Zone,  which  will 
include  the  revocable  right  to  lay  the  pipe  in  the  lands  owned  by  the  United 
Stbtes  and  the  Panama  Railroad  Company,  as  well  as  the  revocable  power  to 
apply  for  permission  to  construct  and  maintain  such  a  pipe  through  private 
lands  in  the  Canal  Zone. 

The  benefit  to  the  Government  growing  out  of  this  canal  license,  as  will  be 
seen  by  its  terms,  is  the  payment  for  school  purposes  in  the  Canal  Zone  of  $500 
per  month,  and  also  the  privilege  reserved  to  the  Government  at  any  time  of 
withdrawing  the  oil  from  the  pipe  at  any  place  along  the  line,  at  the  price  of 
90  cents  a  barrel  for  crude  oil.  This  is  at  the  rate  of  $4  a  ton  for  Pocahontas 
coal.  I  have  conferred  with  Chief  Engineer  Stevens  in  respect  to  the  matter, 
and  he  says  that  it  is  quite  probable  that  we  shall  in  a  short  time  find  it  useful 
tg  use  this  oil  instead  of  coal  in  our  locomotives  and  other  engines  along  the 
Isthmus.  This  license,  as  stated  on  its  face,  is  not  exclusive,  and  there  is  no 
reason  why  any  other  company  which  wishes  to  accept  such  a  license  on  the 
same  terms  may  not  be  permitted  to  construct  its  line  in  the  same  way. 

The  suggestion  made  by  Mr.  Shonts  that  such  a  line  might  interfere  with 
the  business  of  the  railroad  company  I  find,  after  consultation  with  Mr.  Stevens, 
is  not  likely  to  have  any  weight  at  present  for  the  reason  that  the  oil  which 
is  carried  by  tlie  railroad  company  is  all  refined  oil,  from  Colon  to  Panama,  and 
l<?  not  crude  oil,  which  the  Union  Oil  Company,  of  California,  proposes  to  pipe 
and  which  is  the  only  kind  of  oil  that  could  possibly  be  sold  at  90  cents  a  barrel. 
Of  course,  should  unexpected  contingencies  arise  under  which  this  piping  of 
oil  should  interfere  with  any  legitimate  Government  business,  the  absolute 
right  to  terminate  this  license  would  protect  the  Government's  interest. 

I  inclose,  together  with  draft  of  the  license,  Mr.  Shonts's  memorandum  and 
copies  of  the  applications  of  the  Union  Oil  Company. 
Very  respectfully,  yours, 

Wm.  H.  Taft.  Secretary  of  War, 

The  President. 

P.  S. — The  legal  authority  to  grant  this  revocable  license  may  be  found  in  the 
act  of  July  28,  1892  (27  Stat.  L.),  so  far  as  the  lands  owned  by  the  United 
States  are  concerned.  The  conferring  of  the  revocable  right  to  maintain  the 
pipe  in  the  Canal  Zone  generally  is  the  mere  exercise  of  the  police  power  which, 
in  the  absence  of  specific  Congressional  authority,  belongs  to  the  President 
under  his  constitutional  duty  to  see  that  the  laws  are  faithfully  executed.  It  is 
also  authorized  by  the  Spooner  Act  directing  the  construction  of  the  canal. 


The  President  of  the  United  States,  upon  the  recommendation  of  the  Secre- 
tary of  War,  hereby  grants  to  the  Union  Oil  Company,  of  California,  a  revocable 
license  to  construct,  oijerate.  and  maintain  a  pipe  line  and  appurtenances  for  the 
transmission  and  delivery  of  oil  over  and  across  the  lands  owned  by  the  United 
States  or  by  the  Panama  Raiiroad  Company — a  company  in  which  the  United 
States  is  the  owner  of  all  the  shares  of  capital  stock — and  across  the  territory 
now  controlled  by  the  Government  of  the  United  States  known  as  the  Canal 
Zone  in  the  Isthmus  of  Panama. 
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The  meaning  of  this  revocable  license  Is  that  with  respect  to  the  lands  which 
are  owned  either  bj'  the  Government  of  the  United  States  or  the  railroad  com- 
pany, authority-  for  such  pipe  line  across  such  lands  is  hereby  given.  With 
respect  to  lands  owned  by  private  persons  in  the  Canal  Zone,  said  Union  Oil 
Company  must  also  obtain  permission  from  the  owners  thereof  before  con- 
structlng  the  pipe  line  through  their  lands.  This  license  is  intended  only  to 
give  the  revocable  right  to  occupy  lands  which  are  the  property  of  the  United 
States  and  the  railroad  company  with  such  a  pipe,  and  to  extend  to  the  Union 
Oil  Company  the  revocable  right  to  apply  to  private  owners  of  the  other  lands 
necessary  to  construct  the  pii)e  line,  and,  after  having  secured  their  permission, 
to  maintain  a  continuous  pipe  line  across  the  Canal  Zone  during  the  continuance 
of  this  license. 

But  said  revocable  license  is  granted  on  the  following  express  conditions : 

First.  That  at  any  time  the  chief  engineer  of  the  Canal  Commission  may  by 
notice  require  the  removal  of  the  pipe  line,  not  only  from  the  lands  owned  by  the 
United  States  and  the  railroad  company,  but  from  the  Canal  Zone  entirely. 

Second.  That  the  pipe  line  is  to  be  constructed  by  the  said  company  in  a 
suitable  location  to  be  designated  by  said  chief  engineer. 

Third.  That  any  change  or  changes  in  the  location  of  said  pi|)e  line  tliat  may, 
from  time  to  time,  be  thought  necessary  by  said  chief  engineer,  shall  be  made  by 
said  company  promptly  at  its  own  expense. 

Fourth.  That  the  said  pipe  line  shall  be  constructed  and  in  operation  on  or 
before  the  1st  of  August,  1906. 

Fifth.  That  after  the  pipe  line  is  constructed  and  ready  for  the  flowing  of  the 
oil  tlie  Union  Oil  Company  shall  pay  into  the  treasury  of  the  Canal  Zone  the 
sum  of  five  hundred  dollars  ($500.00)  a  month  in  money  to  the  United  States 
for  the  support  of  the  public  schools  of  the  Canal  Zone  on  the  first  of  each  and 
every  month  in  advance.  Should  the  line  be  constructed  before  the  first  of 
August,  then  the  monthly  payments  are  to  be  made  from  the  time  that  oil 
begins  to  flow  in  the  pipe  at  the  monthly  rate  before  stated.  Should  this  license 
be  revoked,  the  revocation  to  take  effect  at  any  time  after  the  first  of  the 
month,  there  shall  be  a  repayment  to  the  Union  Oil  Company  of  the  rental  for 
the  part  of  the  month  remaining  after  the  revocation  of  the  license. 

This  revocable  license  is  granted  on  the  further  condition  that  oil  shall  be 
furnished,  at  any  convenient  point  to  be  selected  by  the  chief  engineer  of  the 
Canal  Commission  along  the  line  of  the  pipe  line  in  the  Zone,  to  the  railroad 
company  or  the  Canal  Commission  at  the  rate  of  ninety  cents  ($0.90)  a  barrel 
for  the  crude  oil,  if  either  the  Canal  Commission  or  the  railroad  company  de- 
sires it. 

It  is  distinctly  understood  that  this  is  not  an  exclusive  privilege  granted  to 
the  Union  Oil  Company,  and  that  the  President  reserves  the  right  to  grant 
other  such  revocable  licenses  as  it  may  seem  proper  and  in  the  public  interest. 

As  the  railroad  company  exists  under  a  charter,  as  a  New  York  corporation, 
and  is  under  the  technical  control  of  the  president  and  board  of  directors,  this 
revocable  license  should  be  accompanied  by  a  revocable  license  from  the  rail- 
road company,  concurring  in  the  grant  of  this  revocable  license  upon  the  terms 
and  conditions  herein  stated.  In  order  that  the  revocable  right  to  enter  upon  the 
lands  of  the  railroad  company  for  the  construction  and  maintenance  of  the  pipe 
line  may  be  made  technically  complete. 

V  Theodobe  Roosevelt. 

By  the  President : 
Wm.  H.  Taft, 

Secretary  of  War. 

JANUABY  10,  1906. 


Januaby  11,  1906. 
My  Dear  Mb.  Shonts  :  I  Inclose  herewith  a  license  which  the  President  has 
issued  in  the  Union  Oil  Company  matter.  Will  you  be  good  enough  to  bring  the 
matter  before  the  board  of  directors  of  the  railroad,  and  authorize  the  issue  of 
a  license  in  accordance  with  the  last  paragraph  in  the  document  which  the 
President  has  signed? 

Very  respectfully,  yours.  Wm.  H.  Taft. 

Hon.  T.  P.  Shonts, 

Chairman  Isthmian  Canal  Commission,  Washington,  D,  C, 
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Isthmian  Canal  Affairs, 
Office  of  Administration, 
Washington,  D.  C,  January  11,  1906. 

My  Dear  Mr.  Secretary:  We  have  just  received  a  copy  of  the  revocable 
license  f^ranted  by  President  Roosevelt  to  the  Union  Oil  Company,  of  California, 
and  observe  that  one  of  the  conditions  for  granting  the  license  is  that — 

"  Oil  shall  be  furnished  at  any  convenient  point  to  be  selected  by  the  chief 
engineer  of  the  Canal  Commission  along  the  line  of  the  pipe  line  in  the  Zone  to 
the  Railroad  Company  or  the  Canal  Commission  at  the  rate  of  90  cents  per 
barrel  for  the  crude  oil,  if  either  the  Canal  Commission  or  the  Railroad  Com- 
pany desires  it" 

I  would  urge  that  this  paragraph  be  changed,  as  at  90  cents  a  barrel  there  Is 
nothing  in  it  for  the  Commission  or  the  railroad  company  unless  it  could  he  the 
question  of  transix)rtation,  and  this  is  largely  offset  by  a  certain  charge  result- 
ing from  the  change  of  the  fireboxes  of  locomotives,  steam  shovels,  and  other 
similar  machines. 

The  language  as  used  in  the  license  makes  a  fixed  price  of  90  cents  for  oil, 
regardless  of  market  fluctuations.  This  language  should  be  changed  to  read 
"a  maximum  of  90  cents  a  barrel."  If  the  Commission  had  felt  that  it  was 
ready  to  take  up  the  question  of  using  oil  as  fuel  and  had  advertised  for  pro- 
posals. I  am  sure  we  would  have  received  bids  at  considerably  less  than  90 
cents  per  barrel,  as  I  have  said  to  the  representative  of  every  oil  company  who 
has  called  on  me  that  90  cents  per  barrel  for  crude  oil  was  simply  a  stand  off 
as  against  Pocahontas  coal  at  $4,  and  that  in  order  to  Induce  us  to  use  oil  a 
much  lower  price  would  have  to  be  made. 

Verj-  truly,  yours,  T.  P.  Shonts,  Chairman. 

The  Sbcbktaby  of  War. 


War  Department, 
Washington,  January  12,  1906. 
My  Dear  Mr.  Shonts:  I  have  your  note  concerning  the  revocable  license 
granted  by  President  Roosevelt  to  the  Union  Oil  Company. 

You  will  observe  there  is  no  obligation  whatever  on  the  part  of  the  United 
{States  to  take  the  crude  oil  at  90  cents  a  barrel ;  therefore,  shotild  there  be  other 
pipe  companies  upon  the  Isthmus  there  is  nothing  in  this  contract  to  prevent  you 
iiiTitlng  bids  and  getting  a  lower  rate.  In  other  words,  it  is  unilateral.  The 
contract  fixes  the  maximum  at  which  you  can  demand  oil,  and  is  exactly  the 
same  as  if  It  had  been  changed  to  read  "  a  maximum  of  90  cents  a  barrel."  I 
send  a  copy  of  this  letter  to  the  Union  Oil  Company. 
Very  sincerely,  yours, 

Wm.  H.  Tapt. 
Hon.  T.  P.  Shonts, 

Chairman  Isthmian  Canal  Commission, 


January  18,  1906. 
My  Dear  Mr.  Secretary  :  I  have  your  letter  of  the  15th,  inclosing  one  from 
Mr.  Gates,  of  the  Union  Oil  Company,  commenting  upon  my  memorandum  to  you 
relative  to  the  use  of  oil  for  fuel  on  the  Isthmus. 

We  have  not,  ourselves,  made  comparative  tests  on  the  Isthmus  as  to  the 
relative  value  of  oil  for  fuel  as  compared  with  coal.  However,  when  the  matter 
was  up  last  spring,  the  best  information  I  could  get  from  representatives  of  the 
various  oil  companies,  including  the  Standard,  was  that  90-cent  oil  was  equiva- 
lent to  Pocahontas  coal  at  $4  per  ton. 

I  recently  had  a  verbal  offer  for  fuel  oil  delivered  on  the  Isthmus  at  75  cents 
I>er  barrel. 

I  return  to  you  herewith  the  letter  of  Mr.  Gates,  addressed  to  you. 
Very  truly,  yours, 

,  Chairman, 

Hon.  WnuAic  H.  Tait, 

Secretary  of  War, 

p  o—voL  3—06 18 


2696  INVESTIGATION    OF    PANAMA   CANAL   MATTEBS. 

The  Ontabio, 
Washington,  D.  C,  January  IS,  1906. 
Hon.  Wm.  H.  Taft, 

Secretary  of  War,  Washifigton,  D.  C. 
Deab  Sib  :    I  have  the  honor  to  acknowledge  receipt  of  your  letter  of  the  12th 
Instant,  inclosing  copy  of  a  letter  addressed  to  you  by  Mr.  T.  P.  Shoots,  dated 
the  11th  instant,  and  your  reply  thereto,  for  which  I  thank  you. 

It  would  seem  from  this  correspondence  that  Mr^  Shonts  has  failed  to  grasp 
all  the  advantages  of  the  offer  of  the  Union  Oil  Company  of  California.  If 
you  will  kindly  call  his  attention  to  the  correspondence  from  the  company,  he 
will  see  that  not  only  does  the  company  offer  its- oil  to  the  Government  at  a 
price  not  to  exceed  90  cents  per  barrel,  but  that  this  maximum  price  of  90 
cents  is  in  force  for  the  period  of  ten  consecutive  years  from  the  date  the  pipe 
line  is  installed. 

I  desire  to  say  further  that  90  cents  per  barrel  for  oil  is  equivalent  to  coal  at 
$3.20  per  ton  of  2,000  pounds,  which  is  at  least  25  per  cent  lower  than  any  other 
available  fuel. 

It  might  be  interesting  to  know  whether  or  not  any  of  the  other  companies 
referred  to  by  Mr.  Shonts  in  his  letter  have  agreed  in  writing,  or  will  agree  in 
writing,  to  make  an  offer  equal,  both  in  price  and  continued  length  of  time,  to 
that  made  by  the  Union  Oil  Company  of  California. 
Very  respectfully, 

R.  Woodland  Gates. 


Januaby  20.  1906. 
My  Deab  Mb.  Shonts  :  I  have  your  letter  of  January  18,  returning  the  letter 
of  Mr.  Gates,  attorney  for  the  Union  Oil  Company,  commenting  ui>on  your  mem- 
orandum to  me  relative  to  the  use  of  oil.  for  fuel  on  the  Isthmus. 

I  am  glad  you  made  your  comment,  because  it  leaves  no  doubt  with  respect  to 
the  construction  which  the  revocable  license  is  to  have.  As  you  will  see  from 
your  records  (388-^1),  I  have  received  a  letter  from  Llndon  W.  Bates,  and 
yesterday  made  reply  to  him,  which  explain  themselves. 

Very  sincerely,  yours,  Wm.  H.  Taft. 

Hon.  T.  P.  Shonts, 

Chairman  Jathmiaai  Canal  Commission, 


Resolved,  That  the  Panama  Railroad  Company  concur  In  the  said  revocable 
license  granted  by  the  President  of  the  United  States  to  the  Union  Oil  Com- 
pany, of  California,  so  far  as  the  same  concerns  lands  held  by  this  company 
upon  the  Isthmus  of  Panama. 

Resolved,  therefore.  That  a  revocable  license  is  hereby  granted  to  the  Union 
Oil  Company,  of  California,  to  construct,  operate,  and  maintain  a  pipe  line 
and  appurtenances  for  the  transmission  and  delivery  of  oil  over  and  across  the 
lands  owned  or  held  by  this  company  upon  the  Isthmus  of  Panama  in  accord- 
ance with  the  said  license  of  the  President  of  the  United  States,  and  subject 
to  all  the  terms  and  conditions  In  said  license  expressed ;  and  upon  the  further 
condition,  with  respect  to  any  lands  held  by  private  persons  as  lessees  of  this 
company,  that  said  Union  Oil  Company  also  obtain  permission  from  such  lessee 
before  constructing  said  pipe  line  or  any  appurtenances  thereof  through  or 
upon  said  leased  lands.  Said  llceuse  to  cease  upon  the  revocation  or  other 
termination  of  said  license  granted  by  the  President  of  the  United  States,  or 
at  any  time  at  the  pleasure  of  this  company. 

Resolved,  That  the  executive  officers  of  this  company  be  authorized  to  execute 
and  deliver  any  and  all  documents,  permits,  and  licenses  which  they  may  deem 
necessary  or  advisable  for  the  carrying  into  effect  of  the  license  hereby  granted,* 
with  the  approval  by  the  Secretary  of  War  as  representative  of  the  United 
States  of  America  as  a  stockholder  of  this  company. 

Whereas  the  President  of  the  United  States  did,  on  January  10,  1906,  grant 
to  the  Union  Oil  Company  of  California,  a  revocable  license  to  construct  and 
maintain  a  pipe  line  and  appurtenances  within  the  Canal  Zone,  in  the  R^abllc 
of  Panama,  and  across  the  lands  of  the  United  States  within  said  Zone,  upon 
certain  terms  and  conditions  in  said  license  expressed;  and 


a  As  second  letter  describes. 
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Whereas  by  resolutions  duly  adopted  at  a  meeting  of  the  board  of  directors 
of  the  Panama  Railroad  Company,  held  on  January  19,  1906,  it  was  resolved 
to  concur  In  said  license  and  to  grant  a  revocable  license  to  said  Union  Oil  Com- 
pany of  California,  in  accordance  with  said  license  granted  by  the  President 
of  the  United  States  and  upon  the  terms  and  conditions  therein  and  in  said 
resolutions  expressed,  and  the  executive  officers  of  this  company  were  author- 
ized to  execute  and  deliver  all  documents  which  they  might  deem  advisable 
for  the  purpose  of  carrying  into  effect  the  grant  of  license  by  said  resolutions 
expressed,  with  the  approval  of  the  Secretary  of  War,  as  representative  of  the 
United  States  of  America  as  stockholder  of  the  company. 

Now,  therefore,  in  pursuance  of  the  said  resolution,  a  revocable  license  is 
hereby  granted  to  the  Union  Oil  Company  of  California  to  construct,  operate, 
and  maintain  a  pipe  line  and  appurtenances  for  the  transmission  and  delivery  of 
oil  over  and  across  the  lands  owned  or  held  by  this  company  on  the  Isthmus  of 
Panama  in  accordance  with  the  said  license  granted  by  the  President  of  the 
United  States  and  subject  to  all  the  terms  and  conditions  therein  expressed; 
and  upon  the  further  condition,  with  respect  to  any  lands  held  by  private  per- 
sons as  lessees  of  this  company,  that  said  Union  Oil  Company  also  obtain  per- 
mission from  such  lessees  before  constructing  said  pipe  line  or  any  appurtenances 
thereof  through  or  upon  such  leased  lands. 

This  license  shall  cease  and  all  rights  of  the  said  Union  Oil  Company  here- 
under shall  come  to  an  end  upon  the  revocation  or  other  termination  of  said 
license  granted  by  the  President  of  the  United  States  or  at  any  time  at  the 
pleasure  of  this  company. 

[L.  s.]  Panama  Railboad  Company, 

By  E.  A.  Dbake, 

A88l8tant  to  the  President, 

Attest: 

T.  H.  ROSSBOTTOM, 

Assistant  Secretary. 
Approved. 

Wm.  H.  Taft,  Secretary  of  War. 


The  White  House, 
Washington,  February  19,  1906. 
My  Dear  Mr.  Secret aby  :  The  President  requests  me  to  ask  you  for  a  report 
on  the  matter  referred  to  in  the  Inclosed  letter  from  the  Colinga  Oil  and  Trans- 
l.»ortation  Company  and  the  National  Oil  and  Transportation  Company. 
Very  truly,  yours. 


Hon.  W.  H.  Taft,  Secretary  of  War. 


Wm.  Ix)eb,  Jr.. 
Secretary  to  the  President. 


The  Waldorf-Astoria, 
New  York,  February  11,  1906. 
The  President, 

Executive  Mansion,  Washington,  D.  C. 

Dear  Sir  :  Referring  to  the  copy  of  franchise  hereto  attached,  granted  by  you 
to  the  Union  Oil  Company  to  construct  and  operate  an  oil  pipe  line  across  the 
Isthmus  of  Panama,  we  ask  that  you  modify  the  franchise  so  as  to  constitute 
said  pipe  line  a  common  carrier,  the  same  as  tlie  railroad  and  as  the  canal  will 
be  when  completed. 

It  would  be  manifestly  unfair  to  accord  to  any  one  company  practically  a 
monopoly  for  the  transportation  of  oil  across  the  Isthmus,  for  the  reason  that 
the  pipe  line  will,  it  is  understood,  to  a  great  extent  occupy  the  trestles  and 
bridges  of  the  railroad  and  other  Government  property,  and,  furthermore,  that 
it  would  be  unnecessary  to  construct  more  than  one  pipe  line  with  two  pumping 
stations  to  transport  all  of  the  oil  that  the  Union  Oil  Company  can  deliver  at 
the  Isthmus  as  well  as  other  companies. 

As  we  understand  the  situation,  the  distance  across  the  Isthmus  for  a  pi|K» 
line  Is  not  more  than  30  to  35  miles,  while  we  are  pumping  In  California  through 
i\  6-Iuch  pipe  line  from  10,0C0  to  12,000  barrels  a  day,  going  over  an  elevation 
of  1,850  feet  and  a  distance  of  112  miles,  with  eight  pumping  stations,  at  an 
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operating  expense  not  exceeding  6  cents  per  barrel.  Therefore  we  tbiiik  that 
one  pipe  line  across  the  Isthmus  could  take  care  of  all  of  the  oil  that  could  be 
furnished  by  the  Union  Oil  Company  and  other  companies  If  constituted  a 
common  carrier,  and  all  would  get  a  chance  to  have  their  oil  transported  across 
the  Isthmus  and  to  compete  for  business  on  the  Atlantic  side  as  well  as  for  the 
Government  business  along  the  line  of  the  canal  at  competitive  prices. 

In  this  connection  we  beg  to  state  that  our  pipe  lines  In  California,  although 
built  for  the  purpose  of  transporting  our  own  oil,  are  conmion  carriers. 

In  closing,  we  beg  to  suggest  that  if  the  Union  Oil  Company  will  not  agree 
to  a  modification  of  its  franchise,  allowing  its  pipe  line  to  be  a  common  car- 
rier, that  you  exercise  the  right  contained  in  the  franchise  to  revoke  the  same, 
and  offer  the  privilege  of  constructing  a  common  (farrier  pipe  line  across  the 
Isthmus  by  advertising,  as  we  assure  you  it  will  result  in  a  more  advantageous 
arrangement  to  the  public,  to  the  Canal  Zone,  and  to  the  consumers  on  the 
Atlantic  coast 

A  maximum  rate  for  pumping  oil  across  the  Isthmus  of  from  5  to  8  cents 
could  be  established,  and  we  are  confident  that  you  could  get  a  bid  for  opera- 
ting and  constructing  a  common  carrier  oil  pipe  line  on  this  basis,  which  would 
be  of  greater  advantage  to  the  oil  interests  of  California,  to  the  Canal  Zone, 
and  to  consumers  on  the  Atlantic  coast  than  can  be  had  under  the  present  ar- 
rangement which  has  been  made  with  the  Union  Oil  Company  in  the  franchise 
recently  signed  and  issued  by  you. 

We  beg  to  state  that  our  company  has  a  capitalization  of  at  least  $2,000,000 
fully  paid,  and  is  well  and  favorably  known  on  the  Pacific  coast,  as  can  be 
testified  to  by  Senators  and  Representatives  in  Congress  from  California,  where 
we  are  located. 

Very  respectfully,  The  Colinoa  Oil  and  Transpobtation  Ca 

The  National  Oil  and  Transportation  Co. 
By  Wm.  Matson,  General  Manager. 

(Printed  copy  of  franchise  referred  to  In  above  attached  to  original,  taken 
from  Governor  Magoon's  testimony  before  Senate  committee,  1087-21,  pp. 
786-787.) 


War  Department, 
Washington,  February  26,  190$. 
My  Dear  Sir:  Inclosed  I  hand  you  a  communication  from  the  Secretary  to 
the  President,  together  with  copy  of  a  letter  from  the  Collnga  Oil  and  Trans- 
portation Company  and  the  National  Oil  and  Transportation  Company,  and  beg 
to  inquire  If  you  have  any  objection  to  making  your  line  a  common  carrier? 
Very  respectfully,  yours, 

Wm.  H.  Tapt,  Secretary  of  War. 
R.  Woodland  Gates,  Esq., 

Attorney,  The  Ontario,  Washington,  D.  C. 


Union  Oil  Company  of  California, 
San  Francisco,  Cal.,  March  23,  1906. 
Hon.  William  H.  Taft, 

Secretary  of  War,  Washington,  D.  C. 

Dear  Sir  :  Replying  to  your  communication  dated  February  26,  addressed  to 
our  Washington,  D.  C.  attorney,  Mr.  R.  Woodland  Gates,  and  the  letter  from 
the  Coallnga  Oil  and  Transportation  Company  and  National  Oil  and  Transpor- 
tation Company  therein  Inclosed,  we  beg  to  state  that  the  two  companies  named 
were  purchased  by  the  Associated  Oil  Company  In  June,  1905,  but  up  to  within 
thirty  days  were  operated  by  the  original  owners.  Mr.  Matson  is  no  longer 
general  manager  of  those  companies;  the  president  and  vlce-persldent  of  the 
Associated  Oil  Company  are  now  president  and  vice-president,  respectively,  of 
them,  and  there  Is  no  general  manager. 

The  Southern  Pacific  Railroad  Company  Is  heavily  Interested  in  the  Asso- 
ciated Oil  Company,  and  It  Is  generally  understood  exerts  a  controlling  Influ- 
ence  over  Its  affairs;  Mr.  E.  H.  Harrlman  being  personally  consulted  on  im- 
portant matters  of  policy.    It  is  a  well-recognized  fact  in  this  State  that  the 


INVESTIGATION   OF   PANAMA  CANAL   MATTERS.  2699 

Standard  Oil  Company,  through  the  Harrlman  (Southern  Pacific)  connection 
really  dominates  the  Associated  Oil  CJompany.  We  make  these  statements  that 
you  may  know  the  source  and  object  of  the  attack. 

Our  company  is  and  always  has  been  an  independent  concern.  It  has  never 
entered  into  any  alliance  or  aflillation  with  any  other  oil  company,  and  does  not 
propose  to.  On  the  contrary,  the  object  of  this  pipe  line  is  to  enable  us  to 
extend  the  range  of  our  competition  to  the  Atlantic  seaboard  and  Europe,  as 
will  appear  by  the  affidavit  of  the  directors  herewith  inclosed. 

In  order  to  hamper  us  in  carrying  out  our  plans,  the  allies  of  the  Standard 
Oil  Company  have  made  the  request  that  our  line  be  made  a  common  carrier. 
We  have  acted  promptly  and  in  all  respects  in  good  faith  in  carrying  out  the 
terms  of  the  license  granted  us,  and  beg  to  suggest  that  rather  than  limit  the 
efficiency  of  our  line  you  exercise  your  right  and  grant  the  same  privilege  we 
have  received  to  any  other  company  that  will  comply  with  the  same  terms  and 
conditions  imposed  upon  us.  We  can  assure  you  that  we  will  not  in  any  way 
Interfere  with  any  other  company  entering  the  field. 

We  are  absolutely  of  the  opinion  that  the  communication  sent  you  by  the 
Coalinga  Oil  and  Transportation  Company  and  National  Oil  and  Transporta- 
tion Company  was  not  made  in  good  faith,  and  that  they  have  no  intention  or 
desire  to  lay  a  pipe  line  across  the  Isthmus  of  Panama ;  that  their  motive  is  to 
hamper  us  as  far  as  possible  in  the  execution  of  our  plan  to  compete  for  busi- 
ness in  the  markets  of  the  Atlantic  seaboard  and  Europe. 

We  wish  to  thank  you  for  apprising  us  of  their  letter.  We  have  expected 
and  anticipate  attacks  such  as  It  contains,  and  would  be  pleased  in  the  event 
of  similar  or  other  attacks  if  you  would  supply  us  with  the  information  at  your 
convenience. 

Herewith  hand  you  a  letter  in  reply  to  the  above-mentioiied  communication 
from  the  companies  named. 

Very  respectfully,  Jno.  Baker,  Jr. 


State  op  California,  County  of  Los  Angeles,  ss: 

Lyman  Stewart,  J.  S.  Torrance,  Giles  Kellogg,  being  duly  sworn,  each  for 
himself  deposes  and  says  : 

Firstly.  That  the  directorate  of  the  Union  Oil  Company  of  California  is  com- 
posed of  eleven  directors,  constituted  as  follows:  Lyman  Stewart,  W.  L. 
Stewart  J.  S.  Torrance,  J.  H.  Adams,  F.  C.  Bolt,  W.  R.  Staats.  John  Baker,  Jr., 
W.  F.  Botsford,  Frank  A.  Carbutt,  Edwin  T.  Earl,  Giles  Kellogg,  of  which 
number  the  subscribers  to  this  affidavit  constitute  a  majority. 

Secondly.  That  certain  false  and  injurious  rumors  and  statements  are  from 
time  to  time  receiving  publicity  and  appearing  in  the  public  prints  to  the  effect 
that  the  Union  Oil  Company  Is  allied  with,  owned,  or  controlled  by  the 
Standard  Oil  Company. 

Thirdly.  That  such  a  question  seems  to  have  arisen  in  the  investigation  now 
being  conducted  by  the  Senate  of  the  United  States  over  the  Panama  Canal 
Commission. 

Fourthly.  That  this  company  is  now  and  always  has  been  an  absolutely  inde- 
pendent corporation  and  an  active  and  pronounced  competitor  of  all  other  com- 
panies engaged  in  the  oil  business. 

Fifthly.  That  this  company  has  now  taken  up  and  is  prosecuting  all  branches 
of  the  refined  and  fuel  oil  business  and  Is  preparing  to  greatly  enlarge  the 
scope  of  its  activities  by  entering  Into  the  markets  of  the  world  as  an  iude- 
X»endent  competitor. 

Sixthly.  That  these  rumors  and  reports  are  injurious  to  the  business  of  the 
company  and  are  apparently  being  circulated  for  the  purpose  of  injuring  the 
company. 

Seventhly.  That  the  same  are  absolutely  false  and  unfounded;  and 
Eighthly.  That  In  order  to  pet  at  rest  all  such  false  rumors  and  rei)orts,  the 
undersigned  nibscrlbers  to  this  affidavit  desire,  in  behalf  of  the  corporation 
which  they  represent,  the  Union  Oil  Company,  of  California,  a  public  statement 
be  issued,  verified  by  all  the  accessible  directors  of  this  company,  setting  forth 
the  fact  that  this  company  Is  now  and  always  has  been  Independent  of  all  cor- 
porations engaged  in  the  oil  business,  that  it  Is  not  under  the  dominion,  influence 
or  control  of  any  other  corporation  or  organization,  and,  particularly;  that  this 
company  has  no  affiliations  of  any  kind  with  the  Standard  Oil  Company  or  any 
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Of  its  sub8idiai7  corporations,  but  is  an  active  competitor  of  said  corporation  in 
all  the  markets  which  this  company  has  entered,  and  that  this  corporation  in- 
tends as  such  competitor  to  extend  the  field  of  its  operations  into  additional 
markets,  both  in  the  United  States  and  in  foreign  countries. 

Lyman    Stewabt, 
J.   S.   Torre NCE, 
Giles    Keludog, 
J.  H.  Adams. 

W.  F.  BOTSFORD, 

Frank    A.    Garbutt, 
Edwin  T.  Earl, 
John  Baker,  Jr. 

Subscribed  and  sworn  to  before  me  this  12th  day  of  March,  1906. 
[seal.]  E.  S.  Dessen, 

Notary  Public  in  and  for  the  County  of  Los  Angeles, 

State  of  California. 

Subscribed  and  sworn  to  before  me  this  24th  day  of  March,  1906,  by  John 
Baker,  Jr. 

[seal.]  Matthew  Brady,  Notary  Public. 


Union  Oil  Company,  of  Caueornia, 
San  Francisco,  CaL,  March  2^,  1906. 
Hon.  W..H.  Taft, 

Secretary  of  War,  Washington,  D.  C. 

Dear  Sir  :  We  have  before  us  a  copy  of  a  letter  addressed  to  the  President  of 
the  United  States  by  the  Coalinga  Oil  and  Transportation  Company  and  the 
National  Oil  and  Transportation  Company,  dated  February  26,  1906,  suggesting 
that  our  pipe  line  across  the  Isthmus  be  made  a  common  carrier. 

Our  objections  to  having  imposed  upon  us  the  obligations  of  a  common  carrier 
are  based  upon  many  grounds,  but  these  hereinafter  set  forth  are  so  well 
founded  that  any  one  of  theui  should  be  sutlioient  to  defeat  such  an  attack  as  is 
contained  in  the  letter  to  the  President. 

In  the  first  place,  such  a  step  would  be  grossly  unjust  to  us.  Such  u  condi- 
tion was  never  considered  by  or  suggested  to  this  company  when  it  made  its 
application  for  the  necessary  permit  to  lay  the  line.  The  concession  from 
Panama  and  the  permit  granted  by  our  Government  were  both  issued  without 
implying  the  least  obligation  either  in  themselves  or  through  the  medium  of 
any  verbal  agreement  or  discussion.  The  terms  accepted  by  our  company  as  a 
condition  for  the  grants  were  not  based  upon  any  such  supposition.  Our  propo- 
sitions to  the  Governments  and  representations  made  to  them  were  all  based 
upon  the  understanding  that  our  pipe  line  was  for  the  use  of  our  company  in 
carrying  on  its  own  business  of  marketing  its  own  oil. 

Furthermore,  such  a  condition,  if  imposed  upon  us,  would  be  unfair  in  our 
competition  with  others  in  the  oil  business.  This  company  is  investing  Its 
capital  in  terminal  facilities  and  a  pipe  line  across  the  Isthmus  to  the  extent 
of  over  half  a  million  dollars.  Obligations  have  been  paid,  or  Incurred,  in  rela- 
tion to  water  transportation  amounting  to  over  $2,000,000,  and  further  and  much 
larger  expenditures  for  additional  water  transportation  will  be  made  to  carry 
on  the  business  we  have  outlined ;  all  for  the  purpose  of  conducting  our  own 
business  of  selling  oil  on  the  Atlantic  seaboard  and  in  Europe,  as  a  real  com- 
petitor with  those  in  the  same  line  of  business.  We  can  not  see  the  fairness  of 
permitting  our  competitors  to  enjoy  all  the  privileges  accorded  to  us  without 
the  expenditure  on  their  part  of  a  single  dollar. 

Our  company  does  not  ask  for,  nor  has  it  been  granted,  "practically  a  mo- 
nopoly for  the  transportation  of  oil  across  the  Isthmus'*  in  any  sense,  as  is 
apparent  from  the  language  of  the  two  concessions.  Neither  is  exclusive  in  any 
sense.  We  know  of  no  reason  why  any  other  oil  company  desiring  to  establish 
Its  own  pipe  line  on  the  Isthmus  can  not  obtain  permits  similar  to  those  granted 
tons. 

The  pipe  line  of  the  Union  Oil  Company,  of  California,  will  not  ocaipy  tbe 
trestles  or,  bridges  so  as  to  preclude  the  construction  over  them  of  ottier  pipe 
lines.     Our  line  will  be  S  inches  in  diameter ;  weight,  28  pounds  per  foot,  and  it 
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must  be  apparent  that  there  Is  room  upon  all  the  trestles  and  bridges  of  the 
Panama  Railroad  for  several  such  lines  without  in  the  least  degree  interfering 
with  the  operation  of  the  railroad.  We  have  not  the  slightest  objection  to  the 
construction  of  such  pipe  lines,  whether  they  are  for  the  purpose  of  furnishing 
oil  to  the  Canal  Commission,  or  for  the  purpose  of  transportation  of  oil  from  the 
Pacific  to  the  Atlantic,  or  from  the  Atlantic  to  the  Pacific. 

Our  company  has  demonstrated  on  the  Pacific  coast  the  value  to  the  con- 
sumer and  to  the  community  generally  of  real  competition,  and  has  also  shown 
Its  ability  to  su^^tain  itself  under  the  severest  competition.  We  unhesitatingly 
and  unqualifiedly  assure  you  that  our  competition  alone  on  this  coast  is  result- 
ing in  the  building  up  of  all  classes  of  manufacturing  industries  heretofore 
discouraged  by  the  high  price  of  fuel.  With  the  aid  of  the  railroads  on  this 
coast  tjne  Standard  Oil  Company  and  the  Associated  Oil  Company  have  prac- 
tically eliminated  all  competition  but  ours.  The  purpose  of  the  pipe  line  across 
the  Isthmus  is  to  enable  us  to  enter  the  eastern  mark^s.  That  we  are  acting 
in  good  faith  along  these  lines  is  evidenced  by  the  vast  expenditures  we  are 
making  in  preparation.  The  pipe  line  we  are  laying  will  have  a  capacity  of 
fully  ten  times  the  amount  of  oil  that  might  be  required  on  the  Isthmus. 

The  suggested  charge  for  piping  oil  is  ridiculous.  No  pipe  line  could  be  oper- 
ated across  the  Isthmus  at  from  5  cents  to  8  cents  per  barrel.  There  has 
never  been  such  a  rate  made  for  such  service  In  the  history  of  the  oil  business. 
The  conditions  on  the  Isthmus  are  such  that  a  pipe  line  will  not  last  to  exceed 
ten  years,  whereas  in  this  State  there  are  a  number  of  lines  in  use  w^hlch  have 
been  operated  over  twenty  years  and  are  still  In  good  serviceable  condition. 

We  submit,  however,  that  our  principal  objection  to  being  a  common  carrier 
is  the  damage  that  would  result  to  our  general  business,  for  we  have  no  knowl- 
edge of  when  we  might  be  called  upon  to  handle  the  public's  business,  resulting 
in  the  intep'uption  of  our  own.  Such  a  condition  Imposed  upon  us  would 
seriously  hamper  every  feature  of  our  expansion  plans  and  subject  us  to  Inter- 
minable difficulties  and  delays  and  increased  expense  in  reaching  the  eastern 
markets.  We  have  canvassed  the  Atlantic  and  European  markets  and  are  in  a 
position  to  dispose  of  all  of  the  oil  we  can  deliver.  The  real  and  most  important 
requirement  in  handling  such  business  is  the  guaranty  to  the  consumer  of  a 
regular  supply;  unless  this  is  assured  the  consumer  would  not  be  justified  In 
contracting  for  the  purchase  of  our  oil 

The  number  of  different  classes  of  oil  which  might  be  offered  for  trans- 
iwrtation  would  necessitate  a  large  increase  in  the  storage  to  keep  the  different 
oils  separate.  It  would  also  decrease  the  capacity  of  the  line,  as  It  would  have 
to  be  cleaned  at  considerable  expense  after  each  class  of  oil  had  been  pumped 
through  it.  It  would  seriously  hamper  deliveries  to  the  Canal  Commission 
should  they  call  upon  us  for  oil  as  It  Is  needed.  In  fact.  It  would  practically 
eliminate  oui*  ability  to  make  such  deliveries,  and  consequently  our  obligation  so 
to  do.  Should  the  Canal  Commission  equip  Its  apparatus  on  the  canal  works 
for  the  burning  of  oil,  and  should  we  transport  through  our  pipe  line  different 
grades  of  oil,  It  would,  in  all  probability,  cause  trouble  with  the  oil  burners. 
The  greatest  efficiency  In  burning  oil  results  from  the  use  of  a  uniform  grade, 
and  any  changes  in  this  respect  would  result  In  considerable  loss.  We  do  not 
suppose  that  the  canal  officials  would  wish  their  supply  of  oil  at  various  points 
alon^  the  line  of  the  canal  shut  off  from  time  to  time  to  permit  the  intermittent 
passage  through  our  pipe  line  of  different  classes  of  oil  or  oil  that  they  had  no 
right  to  use  themselves. 

We. know  that  some  of  the  directors  of  the  Associated  Oil  Company  are 
heavily  Interested  In  the  development  of  oil  In  the  Republic  of  Mexico,  where 
there  is  now  a  large  production.  This  foreign  product  will  probably  be  brought 
into  competition  with  ours.  They  would  have  the  advantage  In  many  miles  of 
transportation  in  reaching  the  Isthmus,  and  no  further  advantage  should  be 
given  them  In  their  competition  with  an  American  corporation. 

Our  company  Intends  to  live  up  In  the  highest  degree  to  all  the  promises  it 
has  made  to  tlie  officials  of  the  United  States.  There  is  not  the  slightest  obli- 
gation on  the  part  of  the  Government  or  the  Canal  Commission  to  take  any  oil 
from  us.  The  obligation  Is  entirely  on  us  to  sell  them  the  oil  whenever  they 
desire  it,  if  at  all,  and  during  a  long  period  of  years  and  at  a  very  low  price. 
We  realize  that  it  Is  a  source  of  great  dissatisfaction  among  many  other  oil  com- 
panies that  we  should  have  quoted  such  favorable  terms.  It  is  a  matter  of 
l)ublic  record  that  our  company  is  the  owner  of  more  crude  oil  territory  than 
any  other  company  in  the  world,  and  this  assures  our  ability  to  meet  all  the 
requirements  made  upon  us.     If  any  other  company  wishes  to  supply  oil  to  the 
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Canal  Commission  there  is  no  obstacle  in  their  way.  The  Commission  can 
advertise  for  bids,  and  if  the  bids  are  not  as  low  as  our  contract  calls  for,  we 
will  supply  the  oil.  We  submit,  however,  as  a  matter  of  fairness,  that  appli- 
cants for  the  pipe  lines  across  the  Isthmus  should  be  placed  upon  the  same  foot- 
ing we  are,  and  should  be  subjected  to  the  same  conditions  we  have  met 

However,  in  closing  we  wish  to  say  that  If  other  companies  do  not  occupy  a 
l>osition  sufficiently  strong  to  Justify  their  guaranteeing  to  furnish  oil.  for  a 
period  of  ten  years  at  90  cents  per  barrel,  and  this  feature  of  our  proposition 
is  looked  upon  unfavorably,  we  are  pleased  to  further  verify  the  real  object 
of  our  pipe  line  by  consenting  to  have  that  portion  of  our  proposition  canceled. 
If  such  obligation  on  us  was  withdrawn,  we  should  be  perfectly  satisfied  to 
have  pipe-line  privileges  granted  to  other  companies  on  the  same  basis  as  ours, 
with  this  clause  eliminated.  We  are  frank  to  say,  nevertheless,  that  our  Gov- 
ernment would  probably  sustain  considerable  financial  loss  by  such  a  modifi- 
cation. 

In  conclusion,  we  wish  to  reiterate  that  we  are  going  into  the  eastern  markets 
to  introduce  genuine  competition  with  most  powerful  rivals.  We  think  that  our 
actions  along  these  lines  should  not  be  hampered  by  any  such  proposed  changes 
as  are  contained  in  the  letter  to  the  President 

Very  respectfully,  Jno.  Baker,  Jr. 


[Sent  to  Clarence  W.  De  Knight,  attorney,  Kellogg  Building,  city.] 

Maboh  81,  1908. 

Gentlemen  :  I  beg  to  say  that  some  time  ago  I  had  a  conversation  with  a 
representative  of  yours  in  reference  to  the  making  of  the  Union  Oil  Company 
a  common  carrier  of  oil  through  the  pipe  line  which  it  proposes  to  constract 
across  the  Isthmus  of  Panama.  I  have  conferred  with  a  r^resentatlTe  of  the 
Union  Oil  Company  as  to  whether  it  would  be  practicable  for  them  to  consent 
to  this  arrangement,  and  have  bad  correspondence  with  them  which  satisfies 
me  that  their  use  of  the  pipe  line  they  propose  to  erect,  and  for  the  erection  of 
which  they  now  have  a  revocable  license,  would  be  inconsistent  with  their  offer- 
ing it  for  use  by  the  public. 

Your  representative,  Matson,  I  think,  was  his  name,  who  called  on  me  then 
inquired  whether  you  would  be  permitted  to  construct  a  pipe  line  across  the 
Isthmus  to  be  used  by  the  public  at  rates  to  be  regulated  by  the  Secretary  of 
War  or  the  governor  of  the  Zone.  I  have  submitted  this  matter  to  tlie  Presi- 
dent in  Cabinet,  and  am  authorized  to  say  that  should  you  make  an  applica- 
tion exactly  similar  to  that  made  by  the  Union  Oil  Company  you  will  be  granted 
exactly  the  same  privilege  as  the  Union  Oil  Company  for  the  construction  of  a 
pipe  line,  and  no  objection  will  be  made,  if  you  desire  it,  to  the  use  by  the 
public  of  your  line  as  a  common  carrier  at  rates  which  will  be  fixed  by  the 
Secretary  of  War.  I  understood  your  representative  to  say  that  this  would  be 
what  you  desire,  and  I  therefore  advise  you  accordingly. 
Very  respectfully,  yours, 

Wm.  H.  Tatt, 

Secretary  of  War. 

The  CouNOA  Oil  and  Tbansfobtation  Company. 

The  National  Oil  and  Tbansfobtation  Company. 


[Incosure-Exhibit  1.] 


OCTOBEB  22,  1004. 


Admiral  Walker, 

President  Isthmian  Canal  Commistfion,  Washinpton^  D.  C. 

Deab  Sib  :  I  have  the  honor  to  inclose,  for  convenience  of  consideration,  sev- 
eral copies  of  a  brief  digest  of  the  oil  pipe  line  project  contemplated  under  my 
application,  for  which  careful  studies,  estimates,  and  arrangements  have  been 
made. 

A  competitive  opportunity  is  sought  on  the  Isthmus  to  store,  sell,  and  con- 
veniently deliver  this  commodity,  subject  to  the  following  primary  conditions : 

First.  That  the  installation  for  which  permission  is  granted  shall  be  subject 
to  insi>ectlon  and  approval  by  the  Commission. 
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Second.  That  the  permit  does  not  give  any  property  titles  and  does  not  sub- 
ject to  Inspection  and  approval  by  the  Commission. 

Third.  That  the  permit  does  not  give  any  property  titles  and  does  not  au- 
thorize any  invasion  of  private  property  or  rights. 

Fourth.  That  the  permit  shall  grant  no  rights  precluding  the  Installation  of 
other  pipe  lines  for  a  similar  purpose. 

Very  truly,  yours,  . 


Januaby  11,  1906. 
The  Secretary  of  War, 

Washington,  D,  C. 

Dear  Sir  :  May  the  writer  venture  to  call  your  attention  to  his  letter  sent  on 
October  22,  1904,  to  the  president  of  the  Isthmian  Canal  Commission,  offering 
to  construct  an  oil  pipe  line  and  requesting  a  competitive  opportunity  to  bid  for 
the  necessary  right  of  way  across  the  Isthmus  of  Panama?  This  formal  letter 
first  suggested  a  pipe  line. 

That  subsequently,  on  September  19,  1905,  there  was  sent  to  you  the  "  System 
and  projects  of  Lindon  W.  Bates"  for  the  Panama  Canal,  in  which,  pages  115 
to  118,  all  the  data  concerning  the  utility  of  oil  and  the  cost  and  methods  of 
installation  were  placed  at  the  disposition  of  those  charged  with  constructing 
the  canal. 

Learning  in  the  daily  press  that  it  is  proposed  to  call  for  public  competitiv6 
bids  for  the  nonexclusive  permit  to  construct  such  a  pipe  line,  the  writer  begs  to 
be  advised  as  to  when  such  will  be  received. 

Very  respectfully,  Lindon  W.  Bates. 


January  18,  1906. 

My  Dear  Sir:  The  Union  Oil  Company,  of  California,  applied  to  me  for  a 
revocable  license  to  lay  an  oil  pipe  line  across  the  Canal  Zone  from  the  Panama 
line  on  the  one  hand  to  the  Colon  line  on  the  other.  I  declined  to  consider  the 
matter  until  they  had  obtained  permission  from  the  authorities  of  the  Republic 
of  Panama  to  enter  the  Republic  at  the  Panama  side  and  to  leave  It  at  Colon, 
and  then  after  consulting  with  the  chief  engineer  and  Mr.  Shouts,  chairman  of 
the  Canal  Commission,  I  submitted  the  matter  to  the  President  in  Cabinet,  and 
it  was  decided  to  be  proper  under  the  circumstances  to  grant  to  the  Union  Oil 
Company  a  revocable  license  to  construct  a  pipe  line  across  the  Canal  Zone  on 
condition : 

First.  That  its  position  should  be  determined  by  the  chief  engineer. 

Second.  That  any  part  of  it  should  be  removed  at  any  time  by  direction  of  the 
chief  engineer. 

Third.  That  It  all  should  be  removed  at  any  time  the  Canal  Commission  chose 
to  have  it  removed. 

Fourth.  That  while  it  was  maintained  it  should  pay  in  advance,  after  its  con- 
struction, on  or  before  the  1st  of  August,  $500  per  month. 

Fifth.  That  it  should  furnish  the  oil  conveyed  in  the  pipes  at  a  maximum  price 
of  90  cents  per  barrel  to  the  Government  whenever  the  Government  should 
desire  it 

Sixth.  That  the  license  should  be  nonexclusive. 

It  is  intended  to  grant  similar  licenses  to  other  companies  who  may  apply  on 
similar  conditions.  There  is  no  agreement  on  the  part  of  the  Government  to 
take  any  oil  from  this  company,  and  there  is  full  opportunity  for  the  Govern- 
ment, should  it  desire  to  use  the  oil,  to  invite  competition  with  respect  to  the 
price  and  manner  of  furnishing.  At  present  the  Government  engines  and 
locomotives  are  not  arranged  with  a  view  to  the  use  of  oil,  but  the  chief 
engineer  advises  me  that  in  the  course  of  six  months  or  a  year  it  is  quite  possi- 
ble that  it  would  be  thought  wise  to  make  the  changes.  Whenever  it  Is  thought 
wise,  competition  at  the  price  at  which  the  oil  may  be  furnished  will  be  Invited 
by  advertisement. 

Very  sincerely,  yours,  Wm.  H.  Tafi, 

Secretary  of  War, 

Lindon  W.  Bates,  Esq., 

Ill  Broadway,  New  Yorlc,  V.  Y. 


TO  ACCOMPANY  STATEMENT  OF  HON.  WILLIAM  H.  TAFT,  SECRETARY  OF 
WAR,  BEFORE  COMMITTEE  ON  INTEROCEANIC  CANALS  OF  THE 
UNITED  STATES  SENATE. 


ADDITIONAL  COB.BESPOKDENCE  BETWEEN  MB.  WALLACE  AND 
THE  SECBETABT  OF  WAB,  MB.  WALLACE  AND  ADMIRAL 
WALKEB,  E.  A.  DBAXE,  AND  T.  P.  SHONTS. 


Isthmian  Canal  Commission, 

Panama^  Decemher  20^  190^, 
Hon.  Wm.  H.  Taft, 

Secretary  of  War,  Washington^  D  C. 
My  Dear  Mr.  Secretary:  If  you  will  kindly  pardon  me  for  doing 
so  I  would  like  to  make  the  personal  suggestion  that  if  the  President 
and  yourself  should  decide  at  any  time  to  reduce  the  Commission  to 
three  members,  resident  on  the  Isthmus,  the  governor  of  the  Zone  and 
the  chief  engineer  should  be  members  of  this  Commission  ex  officio. 
An  or^inization  of  this  kind,  with  the  chaii*man  of  the  Commission 
resident  m  Washington  to  look  after  general  and  departmental  matters, 
would  no  doubt  work  satisfactorily  and  be  much  less  cumbersome  than 
the  present  one. 

Of  course  this  would  not  prevent  the  employment  of  eminent  engi- 
neers in  a  consulting  capacity,  to  such  an  extent  as  might  be  deemed 
desirable. 

Very  truly,  yours,  John  F.  Wallace, 

Chief  Engineer. 


f  Personal.] 


Isthmian  Canal  Commission, 

Panama^  Ftiyruury  23^  1905. 
Hon.  William  H.  Tafp, 

Secretary  of  War,  WaathingUm^  D.  C. 
My  Dear  Mr.  Secretary:   Your  letter  was  handed  me  by  Mr. 
Bristow. 

While  Mr.  Bristow  was  here  I  made  every  possible  effort  to  post 
him  as  to  the  situation  on  the  Isthmus  from  a  practical  standpoint.  I 
took  particular  pains  to  explain  to  him  my  gjeneral  ideas  as  to  the 
operation  of  the  Panama  Railroad  and  Steamship  Line;  its  connection 
with  commercial  traffic,  as  well  as  its  relations  to  the  construction  of 
the  canal. 
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In  regard  to  canal  matters,  1  presume  by  the  time  this  reaches  you 
the  Isthmian  Canal  Commission  will  have  acted  upon  the  recommenda- 
tions contained  in  the  report  of  the  engineering  committee,  consisting 
of  Professor  Burr,  Mr.  Parsons,  and  General  Davis,  which  was  recently 
in  session  for  three  weeks  on  the  Isthmus.  I  placed  at  the  disposal  of 
this  committee  the  results  of  my  studies  during  the  eight  months  I 
have  held  the  position  of  chief  engineer  of  this  work,  as  contained  in 
my  report  to  tne  Commission  dated  February  1. 

If  the  Commission  shall  have  taken  favorable  action  on  the  engineer- 
ing committee's'report  b}^  the  time  you  receive  this  letter,  the  princi- 
pal engineering  questions  requiring  expert  council  will  have  been 
settled.  Those  that  remain  for  further  consideration  will  be  connected 
with  the  details  of  the  Gamboa  dam  and  spillway,  and  the  utilization 
of  this  dam  for  the  generation  of  electrical  power;  but  all  of  the  prob- 
lems in  reference  to  the  general  plan  and  design  of  the  canal  itself 
will  have  been  disposed  of,  except  those  which  will  of  necessity  have 
to  be  decided  by  the  chief  enginner  on  the  ground  from  time  to  time 
as  they  maj'  arise. 

These  problems  will  be  of  such  a  nature  that  it  should  be  left  to  the 
chief  engineer  to  decide  whether  the  cases  require  immediate  settle- 
ment and  solution  on  the  ground,  or  whether  thej'  are  of  such  impor- 
tance that  he  should  refer  them  to  the  expert  consideration  of  a  body 
of  consulting  engineers. 

This  council,  however,  should  be  advisory  and  not  dictatorial,  and 
the  advisory  board  should  consist  of  an  even  number  of  men,  either 
four  or  six,  of  which  the  chief  engineer  should  be  the  head,  giving 
him  the  deciding  voice  in  case  of  difference  of  opinion. 

1  think  you  will  see  the  necessity-  for  this,  as  the  responsibility  for 
all  engineering  questions  will  ultimately  have  to  rest  with  the  chief 
engineer. 

In  passing  I  desire  to  say  that  I  do  not  shirk  these  responsibilities 
provided  I  have  the  authority  and  power  to  execute  them  in  my  own 
waj^,  although  I  desire  to  have  placed  at  my  disposal  the  wisest  and 
best  professional  counsel. 

It  would  not  be  necessary  for  this  advisory  body  of  engineers  to  give 
their  entire  time  to  the  work.  You  will  find  that  the  best  service  will 
be  obtained  from  men  whose  ability  and  reputation  are  such  that  thev 
are  in  constant  demand.  The  judgment  of  such  men  will  be  much 
more  valuable  to  me  than  that  of  men  of  less  experience.  An  instance 
of  this  is  the  fact  that  the  Commissioners  who  had  been  of  the  most 
service  to  the  Government  in  the  settlement  of  large  questions  have 
been  the  men  who  have  had  the  most  numerous  outside  engagements, 
and  who  have  given  the  least  of  their  personal  time  to  the  business  of 
the  Commission.  These  men  should  not  be  detail  men  in  any  sense, 
but  accustomed  to  look  at  engineering  questions  in  a  broad  way  and 
decide  matters  on  principle. 

It  would  be  very  unfortunate  if  a  commission  should  be  stationed 
on  the  ground  at  Panama  charged  with  the  direction  of  the  work,  and 
the  position  would  be  an  unbearable  one  to  any  chief  engineer  who  had 
to  remain  here  and  attempt  to  execute  the  work  under  such  direction. 

If  the  Commission  is  retained  in  its  present  form,  the  governor  of 
the  Zone  and  the  chief  engineer,  resident  on  the  Isthmus,  should  both 
be  members  thereof,  with  a  chairman  acting  in  an  administrative  capac- 
ity at  Washington,  who  should  be  the  line  of  communication  from  the 


2706  INVESTIGATION   OF   PANAMA   CANAL   MATTERS. 

Commission  to  the  Secretary  of  War,  and  be  charged  with  the  execu- 
tive business  connected  with  the  other  departments  of  the  Government 
having  general  control  over  the  purchasing  of  and  contracting  for  pro- 
visions and  supplies  and  the  miscellaneous  business  connected  with  the 
work,  which  would  necessarily  have  to  be  transacted  in  the  United 
States. 

The  engineering  members  of  the  Commission  could  then  constitute 
an  advisory  board,  to  whom  could  be  referred  such  engineering  ques- 
tions of  a  general  or  special  nature  as  the  chief  engineer  might  con- 
sider necessary  from  time  to  time,  and  who  could  meet  in  council  with 
him  alternately  at  Washington  or  on  the  Isthmus,  as  occasion  or  con- 
venience might  require. 

As  vou  know,  I  have  been  very  loath  to  express  my  opinion  in 
regard  to  matters  connecte^d  with  the  organization  of  the  Commission; 
but  Congress  will  have  adjourned  by  the  time  you  receive  this  letter, 
which  is  being  written  on  the  supposition  that  no  radical  change  has 
been  made  in  existing  legislation  and  that  it  will  remain  for  yourself 
and  the  President  to  determine  in  what  way  you  will  organize  the 
work  of  the  present  Commission  by  Executive  action  in  order  to 
obtain  more  satisfactory  results.  1  only  do  so  in  this  case  for  the 
reason  that  I  feel  that  my  relations  to  this  work  are  important  enough 
to  justify  at  least  the  consideration  of  my  views  by  yourself  and  tne 
President.  This  letter  will  probably  reach  you  about  the  time  the 
matter  will  be  up  for  consideration. 

I  hope  you  will  pardon  the  length  at  which  I  have  addressed  you. 
Very  truly,  yours, 

John  F.  Wallace, 

Chief  Engineer. 


[Personal.] 

War  Department, 
Isthmian  Canal  Commission, 

Panama^  March  16^  1905. 
Hon.  William  H.  Taft, 

Secretary  of  War^  Washington^  D.  C. 

My  dear  Mr*  Secretary:  1  have  heretofore  refrained  from  writing 
you  direct  on  any  matters  connected  with  this  work,  except  in  direct 
answer  to  your  communications. 

I  have  seen  and  heard  a  great  deal  lately  indicating  that  the  Presi- 
dent was  considering  the  appointment  of  a  hundred  thousand  dollar 
man  to  take  charge  of  the  construction  of  the  Panama  Canal  and  reside 
in  Washington,  and  have  also  had  it  intimated  by  personal  friends  that 
Mr.  Burt,  formerly  president  of  the  Union  Pacific  Railroad^  Mr.  Fel- 
ton,  president  of  the  Chicago  and  Alton,  Mr.  Loree,  formerly  presi- 
dent of  the  Rock  Island,  and  Mr.  Shontz,  have  all  been  suggested  and 
pushed  for  this  position. 

I  am  personalh'  acquainted  with  three  of  these  men,  and  know  the 
other  well  through  mutual  friends  and  acquaintances.  Three  of  them 
are  my  juniors,  both  in  age  and  professional  attainments,  and  of  the 
three  there  is  only  one  with  whom  there  would  be  the  slightest  possi- 
bility of  my  working  in  harmony. 

My  professional  instincts  and  patriotism  have  induced  me  to  sacri- 
fice the  benefits  of  a  pleasant  home,  a  lucrative  position  with  the  possi- 
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bility  of  large  promotions  before  it,  friends,  and  the  various  comforts 
of  life  to  live  in  this  God-forsaken  countrv,  and  to  assist  you  and  our 
President  in  carrying  out  this  great  work.  If  I  am  furnished  with 
the  men  and  material  I  have  asked  for,  and  my  action  is  not  nullified 
by  opposing  influences  in  the  United  States,  this  work  will  be  com- 
pleted, well,  quickly,  and  economically,  and  I  fail  to  see  the  necessity 
of  a  high-priced  figurehead  in  Washington.  All  that  is  needed  there, 
other  than  the  Honorable  Sec'retary  of  War,  who  is  the  head  of  the 
department  under  which  this  work  is  being  conducted,  is  the  necessary 
official  machinery  to  provide  men  and  material  it  may  be  necessary  to 
secure  from  the  States  and  to  conduct  the  routine  departmental  work. 

If  it  is  absolutely  necessary  to  have  a  one  hundred  thousand  dollar 
man  in  Washington,  I  might  possibly  be  induced  to  sacrifice  some  of 
my  prospects  here  and  accept  the  situation,  but  I  do  not  ask  it,  am  not 
after  it,  and  prefer  to  be  on  the  firing  line,  provided"!  receive  proper 
support,  and  an  impossible  situation  is  not  created  at  Washington. 

1  nope  3'^ou  will  not  consider  me  presumptive  if  I  respectfully  ask 
that  1  be  granted  a  personal  interview  before  any  radical  change'  is 
decided  upon  in  the  governmental  organization  which  would  affect  me 
unfavorably. 

I  am  not  requesting  additional  emoluments  of  any  nature  whatever, 
but  simply  that  no  condition  of  affairs  be  created  which  will  unneces- 
sarily interfere  with  my  eflSciency  here. 

Yours,  respectfully,  John  F.  Wallace. 


Isthmian  Canal  Commission, 

Panama^  March  21^  1906. 
Hon.  Wm.  H.  Taft, 

Secretary  of  War^  Washington^  D.  C, 

Sir:  I  have  received  a  cablegram  from  Mr.  Drake,  vice-president  of 
the  Panama  Railroad,  announcing  my  election  as  general  superintend- 
ent of  that  corporation  on  the  Isthmus. 

Not  having  received  any  official  intimation  of  a  probable  step  of  this 
kind  from  the  Commission,  which  is  the  source  of  my  authority  and 
under  whose  direction  I  act,  I  was  naturally  at  a  loss  to  know  what 
action  to  take  in  the  premises. 

Immediately  upon  receipt  of  Mr.  Drake's  cablegram  I  notified 
Admiral  Walker  oy  cable,  out,  having  received  no  reply  or  instruc- 
tions from  himj  I  consider  it  both  my  privilege  and  my  duty  to  address 
you  on  the  subject,  and  hope  you  and  Admiral  Walker  will  pardon  me 
if  I  have  overstepped  the  bounds  of  propriety  or  official  etiquette  in 
doinef  so. 

Wnile  under  ordinary  pircumstances  I  would  feel  it  my  duty  to 
decline  to  assume  charge  of  the  Panama  Railroad  on  the  Isthmus  as 
general  superintendent,  the  prasent  circumstances  are  such  and  the 
situation  here  is  so  critical  that  I  feel  it  m}'  duty  to  do  so  in  the  inter- 
est of  the  economical  construction  of  the  canal. 

The  situation  to-day  on  the  Panama  Railroad  is  that  it  is  over- 
burdened with  a  larger  amount  of  both  commercial  and  Government 
business  than  it  is  able  to  handle  with  its  existing  organization  and 
equipment. 

That  it  will  be  impossible  for  any  management  to  satisfactorily  han- 
dle this  business  witnout  complaints  upon  the  part  of  the  commercial 
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interests  is  self-evident,  particularly  when  comparison  is  made  with  the 
handling  of  the  business  under  the  normal  conditions  which  existed 
before  the  transportation  of  a  large  amount  of  Government  supplies 
and  material  was  injected  into  the  problem. 

This  situation  can  only  be  rectified  by  time  and  the  prompt  provision 
of  additional  equipment  and  other  facilities,  recommendations  covering 
which  vou  will  find  contained  in  my  various  reports  to  the  Isthmian 
Canal  Commission  and  in  the  memorandum  report  which  I  furnished 
Mr.  Bristow  by  your  direction. 

1  find  that  the  powers  and  authority  heretofore  granted  to  and  exer- 
cised by  the  general  superintendent  of  the  Panama  Railroad  are  not 
sufficient  and  ample  to  efficiently  and  economically  control  the  situa- 
tion here,  he  being  required  to  report  to  and  receive  authority  from  the 
New  York  office  on  the  most  trivial  matters,  and  that  it  will  be  imprac- 
ticable to  satisfactorily  manage  the  railroad  under  these  conditions. 

In  view  of  the  responsible  positions  I  have  held  in  the  United  States 
in  railroad  circles,  it  would  be  beneath  my  dignity  to  act  under  the 
title  of  general  superintendent  of  the  Panama  Railroad,  and  report  to 
and  receive  instructions  from  the  officials  operating  the  Panama  Rail- 
road and  Steamship  Line  in  New  York,  the  vice-president  and  con- 
trolling authority  of  which  has  never  been  on  the  Isthmus,  and  the 
general  manager,  while  a  man  of  great  capabilities  and  reputation  and 
an  estimable  gentleman  in  every  way,  for  whom  1  have  the  highest 
respect,  has  only  visited  the  Isthmus  twice  for  short  periods  of  time 
during  his  connection  with  the  company. 

In  view  of  the  fact  that  the  business  of  the  Panama  Railroad  in  the 
handling  of  both  Government  and  commercial  freight  will  probably 
soon  be  five  times  its  former  capacity,  and  in  view  of  the  further  fact 
that  the  use  of  the  Panama  Railroad  in  connection  with  the  excavation 
of  Culebra  cut  will  cause  the  use  of  that  property  inside  of  two  or 
three  ^''ears  to  amount  to  at  least  twenty  times  its  present  volume,  you 
can  plainly  see  how  impracticable  it  will  be  for  the  person  controlling 
the  construction  of  the  canal  and  the  operation  of  the  Panama  Rail- 
road on  the  Isthmus  (which  certainly  should  be  one)  to  be  required  to 
report  to  officials  in  the  city  of  New  York,  who  do  not  occupy  posi- 
tions of  responsibility  in  regard  to  the  work  to  be  performed  on  the 
Isthmus,  and  who  naturally  will  not  be  in  a  position  to  criticise  or 
direct  the  action  of  the  person  in  control  here. 

It  also  does  not  seem  equitable  that  the  title  of  the  person  in  control 
on  the  Isthmus  should  be  one  of  less  dignity,  or  taking  with  it  less 
authority,  than  that  exercised  by  the  highest  managing  officer  in  New 
York. 

While  the  Panama  Steamship  Company  was  necessarily  part  and 
parcel  of  the  Panama  Railroad  Conipanv,  was  a  necessary  aajunct  in 
the  securing  of  business  for  the  railroad,  and  it  was  perfectly  proper 
for  the  railroad  to  participate  in  the  expenses  of  the  steamship  line 
which  was  its  principal  feeder  and  support  during  that  period  when 
the  only  motive  was  the  operation  of  the  property  as  a  commercial 
enterprise  for  the  benefit  of  its  stockholders,  there  is  no  necessity, 
under  the  changed  conditions,  for  a  continuance  of  this  policy;  and 
there  is  no  reason  why  the  operation  and  maintenance  of  the  steamship 
line,  together  with  its  receipts  and  disbursements,  can  not  be  priniarilv 
separated  from  the  operation  of  the  Panama  Railroad  Company  with 
its  receipts  and  disbursements,  and  each  part  of  the  business  Ik^  con- 


INVESTIGATION   OF   PANAMA  CANAL   MATTERS.  2709 

ducted  under  a  separate  management,  and  if  it  i3  deemed  advitjable 
and  policy  to  continue  the  higher  officials  of  the  railroad  and  steam- 
ship company  in  New  York  as  at  present,  their  duties  and  control 
should  be  confined  to  the  steamship  line. 

There  is  no  reason  why  reports  from  the  Panama  Railroad  after  the 
close  of  the  present  fiscal  year  should  go  through  or  be  handled  by 
that  office. 

There  is  no  reason  why  you  could  not  cause  to  be  elected  as  presi- 
dent of  the  railroad  company  the  chaiiTiian  of  the  Isthmian  Canal 
Commission,  or  some  member  thereof,  as  you  might  deem  fit,  or  place 
this  matter  under  one  of  your  own  bureaus,  allowing  the  vice-presi- 
dent and  manager  of  the  steamship  company  and  the  railroad  company 
to  make  separate  reports  to  this  head  as  long  as  you  desire  to  continue 
the  present  railroad  organization. 

While  I  will  temporarily  assume  charge  of  the  railroad,  I  hope  you 
will  see  your  way  clear  to  give  favorable  consideration  to  the  fore- 

going  and  that  the  matter  will  be  adjusted  on  these  or  some  similar 
nes. 

1  do  not  address  you,  Mr.  Secretary,  on  this  matter  with  any  other 
motive  than  that  of  securing  such  an  organization  and  arrangement  of 
the  railroad  matters  as  will  be  clean-cut  and  businesslike,  with  a 
proper  adjustment  of  authority  and  responsibility,  to  the  end  that  this 
work  may  be  conducted  in  an  economical  and  efficient  manner  and  to 
the  credit  of  yourself  and  the  Administration. 
Very  respectfully, 

John  F.  Wallace, 

Ch  ief  Engin  eer. 


New  York,  March  17,  1905. 
Admiral  J.  G.  Walker, 

Chairman  Isthmian  Canal  Coiamission, 

Washington^  D,  C, 
Dear  Sir:  1  have  your  telegram  of  to-day,  reading: 

We  have  received  following  cablegram  from  Panama,  which  we  do  not  under- 
stand. Can  you  explain?  Drake  cable  appointment  General  Superintendent  Panama 
Railroad  Company,  have  received  no  information  or  instructions  from  you  in  regard 
to  this.     Wallace. 

As  you  know,  Mr.  Wallace  has  been  advising  and  urging  that  there 
be  undertaken  at  once  radical  increases  in  our  equipment  and  in  recon- 
struction work,  and  in  general  conference  between  Secretary  Taft  and 
Mr.  Cromwell  recently,  the  Secretary  heartily  approved  of  the  idea  of 
having  Mr.  Wallace  take  charge  at  once  instead  of  waiting,  and  desired 
that  this  be  done.  Knowing  that  this  was  the  desire  of  all  of  you,  we 
acted  on  it  at  our  executive  committee  meeting  of  the  14th  instant, 
and  appointed  Mr.  Wallace  so  that  he  could  take  charge  immediately. 

In  the  same  manner  we  have  to-day  acted  on  your  Tetter  of  March 
16,  inclosing  Mr.  Wallace's  recommendation  for  the  practical  double 
tracking  of  the  road,  and  unanimously  recommended  to  the  board  of 
directors  that  this  be  done.  At  the  meeting  next  Thursday  no  doubt 
this  will  be  officially  ratified.  In  the  meanwhile  the  committee 
Requested  me  to  gather  the  material  to  prepare  specifications  so  that 
no  time  will  be  lost. 
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I  have  just  wired  you  as  follows: 

Telegram  received.  Notice  of  appointment  to  Wallace  in  accordance  with  execu- 
tive committee  action  Tuesday.  Letter  of  explanation  goes  to  you  by  to-night's 
mail. 

Truly,  yours,  E.  O.  Drake, 


[Personal.] 


Isthmian  Canal  C/Ommission, 

Panama^  March  23^  1905, 
Mr.  E.  A.  Drake, 

Vice-President  Panama  Railroad^ 

U  State  Street,  New  Ycrh 

My  Dear  Mr.  Drake:  I  am  just  in  receipt  of  a  letter  dated  March 
8  from  Admiral  Walker,  transmitting  three  letters  from  you  under 
date  of  March  4  and  one  from  Mr.  Paine  under  date  of  March  8, 1905, 
in  regard  to  rates  of  pay  of  laborers.  1  very  much  appreciate  what 
you  say  and  will  take  particular  pains  to  see  that  there  is  no  disturb- 
ance in  the  Panama  Railroad  work. 

By  the  way,  I  have  had  a  rather  extensive  acquaintance  with  the  new 
general  superintendent  of  the  Panama  Railroad,  and  believe  that  by 
cooperating  with  him  fully  I  can  secure  satisfactory  results. 

I  am  just  as  anxious  to  get  the  new  rail  laid  on  the  Panama  Railroad 
tracks  as  he  is,  and  I  am  fully  as  anxious  that  there  should  be  no  con- 
gestion of  freight  traflSc. 

If  you  will  kindly  instruct  him  to  confer  freely  with  the  chief  engi- 
neer of  the  Isthmian  Canal  Commission  at  all  times,  I  think  we  will 
have  no  diflBculty  in  handling  the  matter  satisfactorily. 

I  have  had  several  conversations  with  him  alreiidy  since  his  appoint- 
ment, and  while  he  is  rather  inclined  to  lean  too  much  toward  the 
interests  of  the  Panama  Railroad  Company,  which  I  presume  is  due  to 
his  former  experience  as  a  railroad  manager,  still  I  feel  that  we  will 
get  along  very  satisfactorily  and  that  the  interests  of  both  parties 
will  be  properly  conserved. 

Kindly  excuse  the  odor  of  humor  in  this  letter,  provided  you  can 
detect  any. 

Very  truly,  yours,  John  F.  Wallace^ 

Chief  Engineer. 


Isthmian  Canal  Commission, 

Panama^  March  2^,^  1905. 
Rear- Admiral  John  G.  Walker,  U.  S.  N., 

Chairman  Isthmian  Canal  Commission^ 

Washington^  D.  C 
Sir:  If  the  Commission  have  in  mind  ordering  me  to  Washington 
any  time  in  the  near  future,  in  order  to  assist  in  the  letting  of  impor- 
tant contracts  or  to  confer  on  other  matters,  I  hope  the  time  will  be  so 
arranged  that  I  can  be  there  during  the  month  of  May  or  June,  either 
at  the  commencement  or  end  of  my  trip. 

In  May  the  International  Engineering  Railway  Congress  meets 
in  Washington.     Before  I  entered  the  service  of  the  Commission  I 
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assumed  the  obligation  of  preparing  one  of  the  important  papers  which 
will  be  presented  at  this  convention,  and  while  I  would  not  f^o  to  the 
States  for  this  purpose  alone,  if  it  will  fit  in  without  interference  with 
my  duties  as  chief  engineer  of  the  Isthmian  Canal  Commission  it  will 
of  course  be  agreeable  for  me  to  do  so. 

1  would  also  like  to  attend  this  convention  in  the  interest  of  the 
Isthmian  Canal  Commission,  as  there  will  be  exhibited  in  Washington 
at  that  time  almost  every  article  in  the  way  of  railway  and  construc- 
tion appliances,  and  1  would  be  eriven  an  opportunity  to  meet  and  con- 
fer with  the  best  experts,  not  only  from  America,  but  from  all  over  the 
world,  in  re^rd  to  matters  of  tliis  kind. 

As  the  principal  part  of  the  work  here  is  more  or  less  a  railroad 
proposition,  and  the  principal  machinery  will  be  steam  shovels,  exca- 
vators, cranes,  locomotives,  cars,  track,  and  various  railroad  and 
excavating  appliatices,  this  is  an  opportunity  that,  from  the  stand{>oint 
of  the  chief  engineer  of  the  Isthmian  Canal  Commission,  should  not  be 
missed. 

I  would  also  like  to  spend  several  days  during  this  exposition  in 
having  Major  Gallagher,  or  whoever  is  to  be  the  purchasing  agent  of 
the  Commission,  go  over  the  exhibits  with  me,  so  that  I  can  explain 
to  him  the  difference  between  the  quality  and  efficiency  of  the  various 
appliances  and  materials,  as  you  can  appreciate  how  we  will  be  ham- 
pered by  having  the  head  of  our  purchasing  department  and  the  clerks 
under  him  entirely  ignorant  of  the  relative  degrees  of  quality  and  effi- 
ciency of  the  machinery  which  will  be  needed  in  this  work. 

I  will  also  desire  in  connection  with  my  business  trip  at  that  time  to 
take  my  annual  vacation.  I  had  first  thought  of  eliminating  this  this 
year,  but  the  effects  of  the  climate  and  the  extraordinary  amount  of 
work  thrown  UDon  me,  due  to  organization  matters,  is  commencing  to 
wear,  and  I  feel  that  I  should  not  go  through  another  summer  here 
without  taking  sufficient  time  in  the  States  to  thoroughly  recuperate, 
so  that  I  will  be  in  the  best  possible  physical  condition  to  push  the 
work  for  the  following  year  upon  my  return.     I  also  find  that  the 

Frobabilitie»  are  the  condition  of  the  work  will  be  in  such  shape  that 
can  be  better  spared  from  the  Isthmus  during  May  or  June  than 
either  earlier  or  later. 

In  case,  however,  anything  should  happen  that  my  presence  might  be 
desired  in  Washington  at  an  earlier  date,  I  should  aesire  at  least  two 
weeks'  notice,  so  that  I  will  have  sufficient  time  to  leave  matters  in 
proper  shape  during  my  absence. 

Very  respeotfull)^  John  F.  Wallace 

Chief  Engineer, 


Hotel  Marie  Antoinette, 

New  York,  June  23,  1905. 
Hon.  W^M.  H.  Taft, 

Secretary  of  War^  Washington^  D.  C. 
My  Dear  Mr.  Secretary:  I  arrived  in  New  York  late  yesterday 
evening.  Mr.  Cromwell  called  this  morning  and  advised  nae  that  hie 
had  been  instructed  by  you  to  say  to  me  that  you  preferred  I  should 
remain  in  New  York  and  await  your  arrival  here  for  an  interview  Sun- 
day, instead  of  my  going  to  Washington,  as  I  had  originally  intended, 
p  c— VOL  3—06 io 
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Consequently  I  sent  you  the  following?  telegram  to  confirm  the  en^^age- 
ment  made  by  Mr.  Cromwell: 

In  accordance  with  instructions  from  you  through  Cromwell,  will  remain  in  New 
York  to  meet  you  Sunday  at  such  time  and  place  as  you  desire. 

I  await  your  pleasure,  as  it  may  be  expressed  either  direct  or  through 
Mr.  Cromwell,  as  to  time  and  place  of  meeting. 

I  am  stopping  at  the  Hotel  Marie  Antoinette,  where  1  can  be  reached 
at  any  time. 

Very  truly,  yours,  John  F.  Wallace, 

Chief  Engineir, 


Isthmian  Canal  Commission, 

Nexo  YorTc,  Jvne  26,  190-5. 
The  President, 

White  Hmise^   Wdahifigtoii,  D.  61 
(Through  the  Secretary  of  War.) 
Sir:  I  have  the  honor  to  hereby  respectfully  tender  my  resignation 
as  member  of  the  Isthmian  Canal  Commission,  to  take  effect  at  such 
time  as  may  suit  ,your  pleasure  and  convenience. 
Very  respectful!}', 

John  F.  Wallace, 
Member  hthmian  Canal  Cfw* minion. 


[Personal  and  confidential.] 

Isthmian  Canal  Commission, 

JVeiv  rorfr,  Jun^  26^  J90o. 
Mr.  T.  P.  Shonts, 

Chairman^  hthinian  Canal  CommiMion, 

JVeic  York  CHy.      , 

My  Dear  Mr.  Shonts:  I  have  had  confidential  advices  that  the 
Chicago  Record-Herald  intends  to  publish  an  article  to-morrow  morn- 
ing stating  that  the  President  had  found  things  unsatisfactory  on  the 
Isthmus  and  had  requested  my  resignation. 

I  of  course  can  not  feel  but  that  this  is  being  done  to  injure  me  and 
is  being  instigated  by  some  one. 

If  you  can  bring  any  influence  to  bear  in  anv  direction  to  prevent 
an  act  which  will  lead  to  results  that  no  one  can  foresee,  and  which  will 
be  deplorable  to  our  mutual  friends  connected  with  the  Administra- 
tion, you  will  certainl}^  be  doing  a  wise  act  and  a  kind  deed  if  you 
can  head  it  off. 

While  I  desire  to  leave  matters  in  the  most  satisfactory  shape  for 
yourself  and  the  Administration,  I  of  course  can  not  let  any  statement 
of  this  (character  go  unchallenged,  and  I  think  that  all  our  friends  con- 
nected with  the  canal  work  will  realize  that  no  good  and  much  injury- 
will  be  done  the  cause  by  an  article  of  this  nature.  It  can  certainly 
benefit  no  one. 

Confidentially  I  desire  to  tell  you  that  I  sent  my  formal  resignation 
from  all  the  positions  I  hold  in  connection  with  the  work  to-day,  and 
that  I  have  absolutely  refrained  from  any  statements  to  the  press,  a< 
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I  thought  that  anything  that  should  go  to  the  press  should  be  after 
mutual  agreement  and  consideration  among  those  interested. 

A  little  prudence  at  this  time  upon  the  part  of  all  of  us  may  prevent 
a  most  unpleasant  situation. 

Very  truly,  yours,  J.  F.  W. 


New  York,  June  ^7,  1905. 
Mr.  John  F.  Wallace,  New  York. 

My  Dear  Mr.  Wallace:  I  acknowledge  your  two  favors  of  yester- 
day, one  of  which  I  received  yesteitlay  afternoon  and  the  other  this 
morning. 

When  I.  reached  New  York  Sundav  morning,  I  went  as  usual  to  my 
brother-in-law's  apartments  at  the  Waldorf,  and  while  there  received 
word  from  Secretary  Taft  to  call  upon  him  at  the  Manhattan. 

I  immediately  went  there;  saw  Secretary  Taft  and  Mr.  Cromwell; 
was  told  of  their  conference  with  you  and  its  results.  As  the  Secretary 
had  other  paities  with  him  and  was  taking  the  1  o'clock  train,  I,  at 
his  request,  accompanied  him  part  of  the  way  that  he  might  inform  me 
of  his  views  upon  the  situation  thus  created. 

I  can  not  tell  you  how  distressed  and  surprised  I  was  at  this  turn  of 
affairs. 

I  need  not  say  that  I  most  fully  reciprocate  your  expressions  of 
cordiality  and  good  will,  and  the  only  consolation  in  the  severance  of 
our  official  relations  is  the  fact  to  which  you  so  kindly  allude — our 
personal  friendship  and  the  complete  harmony  of  our  cooperation  in 
the  work  up  to  this  point. 

As  you  say,  the  subject  is  relieved  entirely  of  the  personal  element, 
there  being  not  the  least  friction  between  the  members  of  the  Com- 
mission, but  1  would  not  be  just  to  myself  (especially  as  I  was  influ- 
enced in  accepting  the  chairmanship  by  the  assurance  that  you  would 
discharge  the  important  duties  of  constructive  engineer)  if  I  did  not 
say  that  I  can  hardly  agree  that  you  had  the  right  to  make  other 
engagements  before  we  had  carried  out  the  programme  agreed  upon  and 
which  vou  so  heartily  approved  of. 

With  regards,  I  am,  sincerely  yours,  T.  P.  Shonts. 


ISTHMIAlSr  CANAL. 


Committee  on  Interoceanic  Canals, 

United  States  Senate, 
Washington^  D.  (7.,  Friday,  April  20, 1906. 
The  committee  met  at  10.30  o'clock  a.  m. 

Present:   Senators  Millard  (chairman),  Kittredge,  Dry  den,  Hop- 
kins, Ankeny,  Morgan,  Taliaferro,  and  Simmons. 
Present,  also,  Maj.  Gen.  George  W.  Davis,  U.  S.  Army,  retired. 

STATEMENT  OF  HON.  WILLIAM  H.  TAET— Continued. 

The  Chairman.  Mr.  Secretary,  as  we  have  all  before  us  the  state- 
ment which  you  have  made  to  the  committee  during  the  past  two 
days,  I  think  we  are  ready  to  proceed  with  the  quevStioning.  Senator 
Morgan,  do  you  wish  to  take  up  the  questions  with  the  Secretary 
this  morning  first? 

Senator  Morgan.  Yes,  sir. 

The  Chairman.  Please  proceed,  then.    We  are  all  ready. 

Secretary  Taft.  May  I  introduce  something  that  I  omitted  from 
my  statement? 

^  Senator  Morgan.  Of  course;   or  make  any  statement  that  you  de- 
sire to  make,  Mr.  Secretary. 

Secretary  Taft.  This  is  something  that  I  omitted.  A  clause  of  this 
kind  occurs  on  page  2400  of  the  evidence,  the  report  of  the  Isthmian 
Canal  Commission  of  1904,  printed  in  connection  with  the  testimony 
of  General  Davis.     [Beading :] 

*'An  important  question  of  policy  is  yet  to  be  determined.  If  the 
Isthmian  Canal  Commission  are  not  bound  by  any  restriction  of  Con- 
gress as  to  where  they  shall  purchase  machinery,  material,  and  sup- 
plies, then  it  would  seem  to  oe  their  duty  to  construct  the  canal  as 
cheaply  as  possible,  and  so  to  buy  what  they  need  where  they  can  get 
it  cheapest.  This,  however,  is  certain  to  produce,  every  time  that  a 
large  contract  is  awarded  to  a  foreign  manufacturer  or  dealer,  an 
outcry  on  the  part  of  the  iVmerican  unsuccessful  competitors.  If 
Congress  approves  the  policy  of  favoring  American  manufactures 
and  dealers,  even  if  it  increases  the  cost  of  the  construction  of  the 
canal,  then  it  seems  to  me  only  just  that  it  should  declare  this  policy 
by  law  and  lay  down  a  rule  which  the  Commission  can  easily  follow.^' 
*  It  is  entirely  natural  that  almost  everything  which  is  bought  should 
be  bought  in  the  United  States,  provided  there  is  no  great  discrepancy 

2715 


2716  INVESTIGATION   OF  PANAMA   CANAL   MATTERS. 

in  the  matter  of  value — I  mean,  for  convenience.  Foreign  manufac- 
turers do  not  come  in  here  for  contracts  unless  the  profit  is  consid- 
erable; and  the  advertising  is  not  so  general  in  Europe  as  it  is  in 
this  country.  But  we  are  constantly  confronted  with  complaints, 
every  time  that  a  foreign  manufacturer  puts  his  goods  in  competition, 
that  we  ought  to  favor  American  dealers.  It  should  be  one  way  or 
the  other. 

Either  we  ought  to  limit  our  bids  received  to  American  manufac- 
turers and  American  merchants  who  can  furnish  supplies,  or  else  we 
ought  to  make  the  competition  general.  My  understanding  is  that  it 
is  our  duty  in  conducting  affairs  here  to  build  tiiis  canal  as  cheaply 
as  we  can;  and  therefore  that  if  Congress  says  nothing  on  the  sub- 
ject, that  we  ought  to  invite  as  broad  and  wide  competition  as  pos- 
sible. That  is  the  policy  that,  so  far  as  I  have  control  of  the  matter, 
I  expect  to  follow,  unless  Congress  shall  relieve  the  persons  who  are 
responsible  from  that  responsibility  by  laying  down  a  different  rule. 
I  omitted  to  put  this  in,  but  it  is  a  very  important  part  of  the  poUcy 
to  be  pursued,  and  I  suggest  to  the  committee  that  the  question  be 
considered,  and  if  it  is  thought  wise  to  do  nothing,  then  we  under- 
stand that  the  decision  is  that  we  are  to  pursue  the  course  which  we 
have  already  laid  down. 

Senator  Taliaferro.  That  is,  to  buy  the  goods  where  they  can  be 
bought  the  cheapest? 

Secretary  Taft.  Of  course  other  considerations  may  enter  into  the 
matter.  For  instance,  in  the  case  of  the  purchase  of  the  steamships 
there  was  the  question  whether  we  could  sail  them  under  the  Ameri- 
can flag;  and  it  was  thought  that,  in  addition  to  the  other  advanta^ 
of  those  steamers,  the  fact  that  they  were  under  the  American  nag 
was  a  consideration  which  justified  us  in  buying  them. 

Senator  Taliaferro.  I  would  put  it  this  way :  Other  things  being 
equal,  the  policy  would  be  to  buv  where  you  could  buy  the  cheapest 

Secretary  Taft.  Yes,  sir.    That  is  all  I  desire  to  add. 

Senator  Morgan.  It  would  be  practicable,  I  suppose,  to  authorize 
the  purchase  of  American  material  and  manufactures  in  preference 
to  foreign  productions,  materials,  and  manufactures  at  a  rate  of  dis- 
count equal  to  the  percentage  of  the  tariff? 

Secretary  Taft.  Well,  I  am  not  a  tariff  expert.  I  do  not  know  how 
that  would  work. 

Senator  Morgan.  I  am  not  either,  and  that  is  the  reason  I  think  I 
understand  it.     [Laughter.] 

Senator  Dryden.  I  suppose  the  simplest  way  would  be  to  regulate 
it  by  the  question  of  price  and  cost  to  the  Government,  and  of  course 
it  would  oe  necessary  to  take  into  consideration  the  facility  and 
rapidity  of  delivery  of  the  goods.    That  is  a  very  important  matter. 

Secretary  Taft.  Yes,  sir;  it  is,  and  the  convenience  of  getting 
them. 

Senator  Dryden.  Yes. 

Secretary  Taft.  The  natural  tendency  would  be,  even  if  you 
adopted  no  rule,  to  take  American  goods. 

Senator  Dryden.  Naturally. 

Secretary  Taft.  That  has  been  the  result,  although  we  have  fol- 
lowed generally  the  rule  which  I  stated.  I  think  about  95  per  cent 
of  all  that  is  bought  has  been  bought  in  the  United  States.  But 
there  are  some  particular  contracts  that  will  invite  the  attention  of 
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foreign  governments.  I  know  that,  because  I  am  in  receipt  of  com- 
munications through  the  State  Department  from  the  ambassadors  of 
the  various  countries,  inquiring  as  to  the  form  of  the  advertisement 
and  the  bids  and  when  the  bids  are  to  be  opened. 

There  is  an  important  letting  of  bids  to  be  made  in  the  course  of 
a  few  days — ^the  bids  for  dredges.  I  know  that  the  Dutch  are  making 
an  effort  to  compete,  and  I  have  been  advised  that  the  English  are. 
Of  course  the  question  of  delivery,  the  question  of  the  probability  of 
prompt  delivery,  and  other  matters  of  that  sort  might  lean  the  per- 
son selecting  the  bid  toward  the  American  bidder,  even  though  he 
might  not  te  the  lowest  bidder;  but  if  there  was  a  large  difference  I 
am  quite  sure  that  the  policy  would  be  to  accept  the  foreign  bidder, 
and  that  is  sure  to  bring  to  the  War  Department  a  great  number  of 
communications  on  the  subject  in  which  the  statement  is  made  that 
if  we  are  spending  millions  of  dollars  down  there  we  ought  to  spend 
it  for  the  benefit  of  our  own  citizens. 

The  Chairman.  We  have  had  some  such  communications  here  in 
regard  to  this  matter.     [Laughter.] 

Senator  Dryden.  Well,  I  suppose  that  within  reasonable  limits 
you  would  favor  that  policy,  naturally  ? 

Secretary  Taft.  Of  course  I  would  rather  have  the  American  get 
the  contract  than  somebody  else,  if  the  American  would  furnish  the 
goods  for  the  same  price. 

Senator  Dryden.  Yes. 

Secretary  Taft.  But  the  Question  here  is  of  the  duty  of  an  Execu- 
tive upon  whose  conduct  in  tnat  respect  there  is  no  limitation. 

Senator  Dryden.  Would  you  prefer  to  have  the  matter  stand  as  it 
is  without  any  action  of  Congress,  or  have  (Congress  legislate  dis- 
tinctly upon  that  point? 

Secretary  Taft.  I  would  much  prefer  to  have  Congress  legislate 
distinctly. 

Senator  Hopkins.  What  class  of  goods,  or  what  class  of  machinery, 
do  you  find  that  the  foreigners  can  furnish  cheaper  than  the  Ameri- 
cans? 

Secretary  Taft.  I  am  hot  familiar,  Senator,  with  the  prices;  but 
I  should  think  that  in  the  case  of  dredges,  probably,  the  foreigners 
could  furnish  them  at  a  less  rate;  though  it  is  by  no  means  certain 
that  the  dredges  which  they  furnish  would  be  the  best  dredges.  Of 
course  the  American  facility  for  getting  good  machinery,  and  ma- 
chinery that  will  work  "  up-to-date,"  so  to  speak,  is  so  great  that  it 
is  quite  possible  that  with  respect  to  that  class  of  goods  they  would 
be  entitled  to  the  award,  at  any  rate. 

Senator  Hopkins.  The  dredges  that  you  use  down  there  are  the 
character  of  dredges  that  we  find  in  use  in  the  United  States  ? 

Secretary  Taft.  Yes,  sir. 

Senator  Hopkins.  There  is  no  special  type  that  you  are  having 
manufactured? 

Secretary  Taft.  I  think  not.  I  think  there  are  some  general  speci- 
fications.    I  have  not  examined  them  with  care. 

Cement  is  a  very  important  item.  We  shall  have  to  use  millions  of 
barrels  of  cement,  especially  if  the  lock  canal  is  adopted  as  the  type. 
We  have  already,  if  I  recall,  purchased  some  foreign  cement,  on" the 
ground  that  we  could  save  $(f,000  in  the  particular  contract  which  we 
were  making. 
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Senator  Morgan.  About  300,000  barrels  have  been  purchased,  as 
I  remember  the  figures. 

The  Chairman.  We  have  letters  here  to  that  effect,  that  there  has 
been  a  verA'  great  difference  in  the  cost  of  foreign  cement  and  the  cost 
of  domestic  cement. 

Secretar}'^  Tai-t.  Yes,  sir;  but  there  are  very  great  cement  interests 
in  Kansas-^^ 

The  Chairman.  And  in  different  parts  of  this  country. 

Secretary  Taft.  And  along  the  Mississippi  Valley. 

The  Chairman.  And  the  cement  people  are  to  come  here  on  Thurs- 
day next  and  state  their  case  to  the  committee.  They  have  been  in- 
vited to  appear  here  at  10.30  next  Thursday. 

Secretary  Taft.  Yes. 

Senator  Hopkins.  Is  it  not  important  in  purchasing  the  cement 
that  you  shall  use  on  the  Isthmus  that,  if  possible,  you  get  it  from 
the  same  manufacturers,  so  as  to  have  uniformity  in  the  cement  ? 

Secretary .  Taft.  I  have  no  doubt  uniformitv  is  very  important, 
but  I  understand — though  doubtless  members  of  the  committee  know 
more  about  that  than  I  do — that  Portland  cement  is  made  on  a  par- 
ticular formula,  and  while  of  course  it  varies  as  it  is  furnished  by 
different  manufacturers,  that  if  it  is  good  Portland  cement  it  will 
all  unite  with  other  good  Portland  cement.  But  I  do  not  know 
about  that. 

Senator  Morgan.  Portland  cement  is  made  on  a  chemical  formula, 
from  which  no  variation  is  permitted  by  buildere  and  architects, 
men  who  use  it  for  permanent  works,  beyond  5  per  cent  from  that 
formula.  It  makes  no  difference  where  you  get  the  materials;  if  you 
can  assemble  them  together,  you  get  Portland  cement;  and  the  varia- 
tion is  only  between  the  maximum  of  perfection  and  5  per  cent  below 
that.     That  is  all  that  is  allowed. 

'WTiile  we  are  on  that  subject,  I  would  like  to  mention  this,  and  I  do 
not  do  it  for  the  purpose  of  advertising  my  State  at  all :  There  are 
two  bands  of  chalk,  like  the  Dover  chalk,  the  same  stuff  exactly, 
formed  in  the  same  way  and  under  the  same  circumstances,  on  the 
margin  of  the  sea  from  the  framework  of  a  little  insect  called  globio:- 
erina,  I  believe  it  is,  that  has  perished  in  untold  and  countless  myriads 
slong  the  coasts  of  ancient  seas,  and  has  taken  up  certain  qualities  of 
aluminum  and  silex  from  the  inwash  of  the  fresh  waters  when  these 
seas  were  removed. 

These  two  belts  in  xVlabama  range  from  southwest  Georgia  through 
to  Columbus,  Miss.,  the  first  one,  the  innermost  one.  It  is  about, 
probably,  200  miles  long,  or  maybe  more.  It  is  an  average  of  10 
miles  wide.  Its  depth  nobody  knows,  but  it  is  thousands  of  fcet  deep. 
Parallel  to  that  another  bed  of  the  same  sort,  which  was  located  on 
the  margin  of  the  sea,  has  been  thrown  off,  the  black  belt,  as  we  call  it, 
the  cretaceous  formation,  and  runs  throu^  St.  Stephens,  the  ancient 
capital  of  the  State,  within  80  miles  or  75  miles  of  Mobile. 

That  belt  is  about  75  or  80  miles  long,  and  about  of  equal  depth 
and  equal  width  and  probably  of  equal  chemical  properties.  Those 
two  belts  are  cut  through  by  the  Warrior  River,  the  Tombigbee,  and 
the  Alabama  River,  and  over  in  Georgia  by  the  Chattahoochee,  fur- 
nishing navigation  out  to  the  coast.  Lying  across  all  of  them  are  the 
great  coal  fields  of  Alabama.     Coal  is  a  necessary  element  in  the  pro- 


INVESTIGATION   OF   PANAMA   CANAI/  MATTERS.  2719 

duction  of  this  cement.  So  that  that  will  be  necessarily  the  field  from 
which  cement  will  be  derived,  because  it  is  the  nearest  and  the  most 
perfectly  pure,  I  will  call  it — adjusted  in  its  chemical  elements  to  the 
production  of  this  stone,  without  any  intervening  material. 

I  look  forward  to  that,  as  Mr.  Hanna  looked  forward  to  it  when 
he  was  living,  as  being  the  great  source  jof  cement  supply  for  this 
work.  But  on  looking  at  a  piece  of  this  material  that  is  bored  out 
of  what  is  called  the  "  indurated  clay  "  at  Gatun,  that  Mr.  Bates 
showed  us  here,  I  suspected — I  might  say  I  came  to  the  conclusion — 
that  that  material  is  identical  with  the  chalk  bluffs  of  Dover  and 
those  belts  that  I  have  described  in  Alabama.  I  have  asked  General 
Hains  to  have  that  material  sent  here  for  chemical  analysis,  and  also 
a  similar  materiiil,  but  evidently  different  in  some  of  its  chemical 
components,  that  has  been  taken  out  of  the  Culebra  Heights,  upon 
which  water  has  a  very  different  effect  from  what  it  has  upon  the 
material  taken  out  at  Gatun. 

At  Gatun  water  seems  to  have  the  hardening  effect  that  it  has  upon 
Portland  cement.  On  the  same  material  in  appearance  taken  out 
at  Culebra,  you  put  it  into  a  bowl  of  water,  and  it  dissolves,  like  sugar 
or  salt,  showing  the  chemical  difference  between  the  two.  I  have 
asked  General  Hains,  and  he  has  already  telegraphed  to  the  Isthmus 
to  get  specimens  sent  here  for  analysis.  That  ought  to  have  been 
done  as  a  preliminary  start  of  this  whole  business.  If  it  turns  out 
that  at  Gatun  this  bed  is  the  Dover  chalk,  then  that  is  worth  millions 
and  millions  of  dollars  to  the  people  of  the  United  States,  because 
then  you  have  got  nothing  to  do  but  to  import  the  coal — dust  coal,  if 
you  please,  that  you  can  get  from  either  coast — burn  it  on  the  ground, 
and  use  it  as  you  burn  it. 

I  insist  that  this  work  has  been  hurried  too  much  in  every  respect, 
and  by  everybody.  We  are  hurrying  it  too  much  to-day.  AVe  do 
not  know  the  facts.  I  have  a  strong  conviction  that  when  that  chem- 
ical analysis  is  made  here  in  the  mint  and  in  the  public  works  at 
Washington  and  in  the  Geological  Survey  and,  as  I  hope,  by  the 
ffreat  chemist  who  is  the  authority  on  chemistry  at  the  University  of 
Virginia  also.  Doctor  Mallett,  that  it  will  turn  out  that  we  have  got 
all  the  resources  of  cement  that  we  want  right  at  Gatun.  That  would 
be  a  controlling  element  in  the  decision  of  this  question  between  these 
types  of  canal.  That  is  evident.  And  that  can  be  done  and  will  be 
done  within  ten  or  fifteen  days.  General  Hains  has  already  cabled 
to  the  Isthmus  to  Mr.  Shouts  to  have  these  specimens  sent  up  here 
for  chemical  analysis;  and  how  can  we  afford  to  pass  by  a  question 
like  that  without  having  a  chemical  analysis  of  that  stuff? 

There  is  another  trouble  about  this  matter.  There  is  not  an  engi- 
neer who  has  testified  before  this  body — ^not  one — ^who  has  pretended 
to  give  the  topography  of  that  part  of  the  valley  of  the  Chagres 
River. Iving  between  Obispo  and  Gatun,  out  in  the  elevated  region 
in  which  is  found  the  watersheds  of  these  several  rivers — ^the  Gigante 
and  the  Trinidad,  and  those  rivers.  They  do  not  know  anything  about 
it,  and  they  say  that  they  do  not  know  anything  about  it.  Here  is  a 
canal  to  be  built,  and  whether  it  is  built  at  Gatun  or  whether  it  is 
built  on  a  sea  level  or  whether  it  is  built  at  Bohio,  it  makes  no  differ- 
ence where  you  put  your  dam  for  the  control  of  the  Chagres  River, 
the  first  thing  you  have  got  to  do  in  order  to  build  your  canal  or  your 
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dams  is  to  divert  the  entire  flow  of  the  Chagres  River  from  its  pres- 
ent bed  and  throw  it  entirely  beyond  the  works  that  we  propose  to 
construct. 

Each  of  the  projects  that  have  been  submitted  to  this  committee 
heretofore  contains  a  diversion  channel,  and  with  very  little  consid- 
eration in  either  case — in  the  old  Bohio  dam  case,  in  the  French  loca- 
tion, none  at  all ;  and  in  the  Gatun  location,  reported  by  the  majority 
of  the  committee,  this  diversion  channel  is  provided  for  by  running 
the  waters  back  over  the  watershed  of,  I  believe  it  is,  the  Indio  River ; 
I  am  not  quite  certain  of  the  name ;  running  it  back  over  the  water- 
shed of  that  river,  crarying  it  out  in  the  swamps  and  out  to  sea,  so  as  to 
get  a  dry  place  to  work  on.  Anybody  knows — the  conunonest  man  in 
the  world  knows — that  in  order  to  build  a  dam  there  you  have  got  to 
have  a  dry  place  to  put  it  down. 

Yqu  can  not  put  it  down  in  the  water.  You  have  got  to  have  a  dry 
place  to  work  on.  That  diversion  channel,  which  is  the  most  im- 
portant part  of  this  whole  work  in  a  preliminary  sense,  and  may  be- 
come the  most  important  part  of  the  whole  work  in  the  control  of  the 
Chagres  floods,  which  are  terrible — ^nearly  as  bad  as  this  earthquake 
at  San  Francisco — ^upon  that  country.  That  channel  has  not  been 
devised.  There  is  no  map  of  it  here;  there  is  no  topographical 
survey.  It  is  through  a  country  filled  with  chaparral  and  all 
kinds  of  tropical  growth,  which  we  have  not  cut  through.  That 
ought  to  be  done  before  we  settle  the  type  of  this  canal.  It  is  a 
work  that  is  indispensable,  of  course,  absolutely  indispensable,  and 
yet  there  is  nothing  here  to  give  us  any  real  information  as  to  whether 
it  is  practicable  or  not. 

I  beg  pardon  for  having  indulged  in  these  remarks,  but  they  have 
impressed  me  so  much  that  I  wanted  fo  say  that  much  to  the  com- 
mittee and  to  the  Senate  and  to  everybody  else  connected  with  this 
business.  We  had  better  have  an  extra  session  of  Congress,  if  it  is 
necessary,  if  we  can  not  restrain  ourselves  with  sufficient  patience  . 
here  to  ^o  the  work  of  the  Government,  and  come  back  here  after  we 
have  had  an  additional  survey  of  this  preliminary  route — ^this  drain- 
age route.  We  had  better  do  that  than  to  rush  blindly  ahead,  as  we 
have  been  doing  since  we  had  to  abandon  the  Bohio  project  because 
it  turned  out  that  the  borings  made  by  the  engineers  were  40  feet 
short  of  the  rock  that  they  said  they  had  reachecL 

I  myself  do  not  intend  to  get  into  a  hurry  about  this  business.  I 
do  not  want  any  sudden  conclusions  about  it.  I  will  not  risk  my — 
I  was  about  to  say  reputation,  but  I  do  not  think  that  amounts  to 
much;  but  I  will  not  risk  my  standing  with  posterity  upon  the 
selection  of  anything  that  is  to  stand  here  for  ages  without  taking 
the  time  to  get  the  facts  before  me  upon  which  I  have  to  form  a  judg- 
ment.    I  wul  vote  "  no  "  to  everything  until  the  facts  are  known. 

Senator  Hopkins.  You  made  one  suggestion  during  the  progress 
of  the  evidence  that  impressed  me  very  favorably,  on  the  cement 
question,  and  that  was  that  we  are  to  use  such  quantities  of  cement 
there  that  it  might  be  wise  for  the  Government  to  establish  its  own 
cement  factory. 

Senator  Morgan.  I  am  willing  to  introduce  a  bill  now  to  have  the 
Government  of  the  United  States  start  a  cement  factory,  and  let  a 
body  of  geologists  and  engineers  go  and  locate  it  anywhere  in  the 
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United  States  where  it  is  thought  best.     I  am  perfectly  willing  to 
do  it,  and  I  think  it  ought  to  be  done. 

Senator  Hopkins.  I  think  this:  That  we  are  to  use  such  quanti- 
ties of  cement  that  it  is  a  great  deal  better  to  patronize  the  Americans 
than  the  foreigners,  in  this,  that  while  it  is  manufactured  under  a 
chemical  formula,  contractors  tell  me  that  there  is  a  wide  difference 
in  the  efficiency  of  Portland  cement  as  produced  by  different,  fac- 
tories; and  that  if  the  Government  does  not  manufacture  its  own  for 
this  purpose,  we  ought  to  follow  the  same  policy  that  we  do  in  pur- 
chasing armor  plate — that  is,  have  an  expert  at  the  factory  during 
each  stage  of  the  development  of  the  cement. 

Senator  Morgan.  Certainly.  I  am  not  looking  at  the  financial  end 
of  it  in  the  slightest  degree,  but  at  the  question  of  the  practicability 
of  getting  this  immense  mass  of  cement  that  Secretary  Taft  speaks 
of,  that  we  are  obliged  to  use. 

Senator  Dryden.  I  understand  that  we  are  to  have  the  cement  men 
before  us  next  week,  and  we  can  get  a  great  deal  of  information  from 
them,  I  suppose. 

Senator  Morgan.  We  can  get  from  them  the  prices  at  which  thej' 
think  they  can  make  it  and  sell  it. 

Senator  Dryden.  We  would  not  confine  our  investigation  to  that 
phase  of  the  case  entirely. 

The  Chairman.  Are  you  ready  to  proceed  with  the  Secretarj^ 
Senator  Morgan  ? 

Senator  Morgan.  Yes. 

Mr.  Secretary,  I  did  not  quite  understand  the  statement  that  you 
madeyesterday,  that  I  will  read  to  you  [reading] : 

"mth  respect  to  the  type  of  the  canal,  I  can  only  urge  with 
CTeat  deference  that  it  is  of  the  highest  importance  that  the  question 
be  decided  with  as  much  promptness  as  the  subject  will  permit." 

In  that  I  agree  with  you,  but  I  think  that  haste  does  not  neces- 
sarily make  progress  in  this  kind  of  work  [continuing  reading]  : 

"  The  present  law — the  Spooner  Act,  so  called — certainly  intended 
to  provide  for  the  construction  of  a  lock  canal." 

I  agr^e  there  with  you  perfectly.  It  did  not  provide  for  anything 
else.  It  excluded  the  seal-level  canal,  because  the  report  of  the  com- 
mittee upon  which  that  act  was  predicated  excluded  it,  some  for  one 
reason  and  some  for  another.  It  located  the  dam,  which  was  the  key 
of  the  canal,  at  Bohio,  and  gave  us  working  estimates,  down  to  the  last 
figure,  to  be  followed  in  the  construction — ^maps,  estimates,  every- 
thing necessary  to  the  completion  of  that  canal,  so  that  a  competent 
engineer  in  the  control  of  a  competent  contractor  could  take  those 
maps  and  work  out  that  plan  without  any  further  legislative  assist- 
ance and  almost  without  any  variation  from  the  plan  laid  down. 
That  has  been  abandoned.  It  was  abandoned  because  Mr.  Wallace 
has  ascertained  that  the  borings  were  not  sufficient.  They  lacked  40 
feet  of  getting  down  to  the  solid  rock  upon  which  that  dam  was  to  be 
based.  Therefore  I  agree  with  the  Secretary  that  the  Spooner  Act 
contemplated  a  lock  canal.  And  I  go  further  and  insist  that  that  act 
was  based  upon  that  report,  or  was  an  affirmation  of  it  by  Congress. ' 
The  Secretary  continues  [reading]  : 

"  The  extent  of  the  financial  provision  made  in  the  act,  when  com- 
pared with  the  recommendations  of  the  first  Walker  Commission, 
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leave  no  doubt  that  the  intention  of  Congress  was  to  appropriate. 
money  for  a  canal  at  a  90-foot  level,  with  the  necessary  locls. 

I  agree  to  that.     [Continuing  reading:] 

"  If  Congress  decides  to  reverse  this  policy  and  votes  in  favor  of  a 
sea-level  canal,  then  the  President  is  anxious  to  know  it  as  soon  as  pos- 
sible and  to  begin  the  work  at  once." 

I  think  that  is  commendable.  This  is  the  part,  Mr.  Secretary,  to 
whiclT  I  wish  particularly  to  call  your  attention  [reading]  : 

"  If  Congress  decides  m  favor  of  a  lock  canal,  or  if  it  chooses  not 
to  make  any  decision  at  all  and  is  willing  to  leave  the  situation  as  it 
is  upon  the  law  as  it  is,  the  President  will  not  hesitate  to  adopt  the 
plan  recommended  by  the  minority,  with  some  possible  modifications, 
and  proceed  to  the  speedy  construction  of  the  great  waterway  at 
an  85-foot  level." 

Having  mentioned  a  90-foot  level  in  your  statement,  and  having 
indicated  that  Congress  acted  so  as  to  create  a  lock  canal,  are  we  to 
understand  that  the  President  will  not  hesitate  to  adopt  a  different 
plan,  at  a  different  place,  in  the  event  that  we  are  unable  to  agree  as 
to  the  recommendation  that  we  will  make  ? 

Secretary  Taft.  Yes,  sir. 

Senator  "Morgan.  That,  then,  would  negative  the  former  Walker 
report,  which  excluded  expressly  the  Gatun  dam  from  all  considera- 
tion, and  would,  in  the  President's  opinion,  justifjr  him  in  accepting 
that  dam  against  the  judgment  of  the  former  Walker  Commission? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  Do  you  think  that  the  President  has  the  au- 
thority conferred  upon  him  by  the  Spooner  law  to  select  a  site  that  is 
excluded  out  of  the  first  Walker  report  at  Gatun,  and  to  build  a  dam 
there,  if  Congress  can  not  agree  upon  some  other  plan? 

Secretary  Taft.  I  do. 

Senator  Morgan.  Well,  that  seems  to  leave  it  in  this  way,  that  if 
the  sea-level  plan  is  adopted  the  President  is  committed  in  such  a  way 
to  the  Gatun  dam  as  that  he  would  feel  justified  in  refusing  to  give 
his  assent  to  the  measure. 

Secretary  Taft.  Well,  that  would  present  a  different  question.  Of 
course,  when  Congress  presents  its  view — I  mean  when  the  two 
Houses  who  make  up  part  of  the  legislative  power,  who  comprise  it 
all,  subject  to  the  action  of  the  President  under  the  veto  power — 
present  considerations  to  him,  I  do  not  know  what  conclusion  he 
would  reach. 

Senator  Morgan.  Well,  suppose  that  this  Congress  should  adopt 
the  old  Bohio  plan,  do  you  understand  that  the  President  is  so  com- 
mitted to  the  Gatun  plan,  which  was  rejected  in  the  former  report, 
as  that  he  would  not  approve  of  such  a  selection? 

Secretary  Taft.  That,  Senator,  is  such  a  hypothetical  question  that 
I  am  not  prepared  to  answer  it.  Of  course  tnat  would  oe  speaking 
for  the  President  without  having  consulted  him,  and  that  I  nave  no 
right  to  do. 

Senator  Morgan.  The  President  has  organized  and  has  carried 
through  all  of  its  operations,  or  permitted  tnem  to  cairy  through  all 
of  their  work,  a  jomt  commission  of  experts,  consisting  of  foreign 
engineers  and  American  engineers  ? 

Secretary  Taft.  Yes,  sir. 
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Senator  Morgan.  Do  you  know  of  any  authority  in  the  Spooner 
Act  for  that  work  ? 

Secretary  Taft.  Yes,  sir. 

Senator  itfoRGAN.  Can  you  point  it  out? 

Secretary  Taft.  Yes. 

Senator  Morgan.  I  am  not  questioning  the  propriety  of  it,  if  it  is 
authorized.     I  merely  want  to  know  if  it  is  authorized. 

Secretary  Taft.  I  read  from  section  7  of  the  Spooner  Act: 

"  In  addition  to  the  members  of  said  Isthmian  Canal  Commission^ 
the  President  is  hereby  authorized,  through  said  Commission,  to  em- 
ploy in  said  service  any  of  the  engineers  of  the  United  States  Army,  at 
his  discretion,  and  likewise  to  employ  any  engineer  in  civil  life,  at  his 
discretion,  and  any  other  persons  necessary  for  the  proper  and  expe- 
ditious prosecution  of  said  work." 

Senator  Morgan.  You  think  that  that  relates  to  the  selection  of  the 
plan,  and  to  change  it  from  the  plan  upon  which  the  Senate  was  thyen 
acting,  called  the  plan  of  the  first  Walker  Commission — ^it  is  so  diflS- 
cult  to  distinguish  between  those  Commissions,  but  I  will  call  it  the 
Commission  of  exploration  ? 

Secretary  Taft.  I  do. 

Senator  Morgan.  That  seems  to  be  "  for  the  proper  and  expeditious 
prosecution  of  said  work."  As  I  understand  it,  that  does  not  relate 
to  the  selection  of  the  plan. 

Secretary  Taft.  Is  that  a  question.  Senator? 

Senator  Morgan.  Yes.    Do  you  think  it  does! 

Secretary  Taft.  I  think  it  does ;  yes. 

Senator  Morgan.  The  preceding  part  of  the  same  clause  reads  as 
follows : 

'"In  addition  to  the  members  of  said  Isthmian  Canal  Commission, 
the  President  is  hereby  authorized,  through  said  Commission,  to  em- 
ploy in  said  service  any  of  the  engineers  of  the  United  States  Army, 
at  iiis  discretion,  and  likewise  to  employ  any  engineers  in  civil  life,  at 
his  discretion,  and  any  other  persons  "necessary  for  the  proper  and 
expeditious  prosecution  of  said  work." 

You  do  not  consider,  I  suppose,  Mr.  Secretary,  that  that  rec^uire- 
ment  that  he  should  make  this  selection  through  the  Commissioners 
applies  to  any  persons  that  he  may  choose  to  select  outside  of  their 
action,  independently  of  their  action,  for  purposes  of  consultation  or 
otherwise  ? 

Secretary  Taft.  Well,  the  whole  text  of  the  act  shows  that  the 
Commission  acts  under  him  and  subject  to  his  control.  He  can  order 
the  Commission  to  do  what  he  thinks,  in  his  wisdom,  ought  to  be 
done.  Therefore  he  could  order  the  Commission  to  select  the  men 
who  were  selected  to  go  on  this  board,  and  that  is  what  he  did. 

Senator  Morgan,  i  ou  construe  the  act,  then,  as  meaning  that  the 
President  can  give  orders  to  that  Commission  to  do  anything  in 
regard  to  the  selection  of  the  site  or  the  execution  of  the  work  of 
construction  that  he  may  see  proper  ? 

Secretary  Taft.  Yes,  sir. 

Senator  "Morgan.  Do  you  understand  the  attitude  of  the  President 
with  respect  to  the  Spooner  law  to  be  that  Congress  is  confined  in 
its  action  now  to  the  plans  submitted  by  the  Istnmian  Canal  Com- 
mission, under  the  consultations  that  have  been  had  by  this  joint 
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board,  one  plan  bein^  a  lock  and  lake  canal,  with  a  dam  at  Gatun, 
and  the  other  plan  being  a  sea-level  canal  through  and  through? 
Are  those  the  two  propositions  that  we  are  expected  and  required 
to  act  upon  here,  independently  of  any  other  suggestion  that  migfat 
arise  ? 

Secretary  Taft.  I  do  not  believe  the  President  thinks  Congress  is 
required  to  do  anything,  and  certainly,  in  fixing  or  refixing  the  type 
of  the  canal,  if  it  can  be  said  that  the  Spooner  Act  did  fix  tne  type  of 
the  canal,  tne  President  does  not  think  that  Congress  is  limited  to 
any  plan.  He  merely  has  assisted  Congress  and  invited  the  atten- 
tion of  the  Confess  to  the  question  with  the  view,  if  Congress  wishes 
to  indicate  a  different  view  from  that  which  it  took  before,  that  it 
should  do  so. 

Senator  Morgan.  You  do  not  understand,  then,  that  it  would  be 
inadmissible  on  the  part  of  this  committee,  or  of  Confess,  to  sug- 
gest a  plan  which,  in  their  judgment,  would  meet  the  di£Sculties  and 
obstructions  to  a  large  extent  that  are  suggested  as  to  both  the  plans 
presented  in  due  form  here  upon  surveys  and  reports?  It  is  not 
considered,  in  other  words,  that  Congress  is  to  be  limited  to  the  con- 
sideration of  the  two  plans  thus  submitted  through  the  Commission 
for  its  action  ? 

Secretary  Taft.  No,  sir 

Senator  Mokgan.  Then  it  would,  in  your  opinion,  be  competent  for 
Congress  to  take  up  a  plan  for  this  canal  that  might  be  a  mixed 
plan  of  sea  level  and  Iock  ? 

Secretary  Taft.  Yes;  any  plan  that  Congress  in  its  wisdom 
thought  ought  to  be  adopted.  I  do  not  for  a  minute  mean  to  indicate 
that  the  whole  control  of  the  matter  is  not  legislative  and  completely 
within  the  power  of  Congress. 

Senator  Morgan.  At  this  time? 

Secretary  Taft.  Yes,  sir;  and  that  the  only  powers  that  the  Presi- 
dent has  to-day  are  by  virtue  of  the  previous  provisions  of  Congress, 
of  course. 

Senator  Morgan.  The  Spooner  Act  and  the  acts  that  followed 
that? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  That  clears  the  way  for  a  suggestion  upon  which 
I  would  like  to  have  you  at  some  time,  if  you  are  not  prepared  to  do 
it  now,  state  your  views,  because  we  want  to  follow  the  more  matured 
and  more  studious  and  more  elaborate  and  more  perfect  examinations 
that  gentlemen  in  your  position  are  able  to  make  of  these  questions, 
rather  than  our  own  suggestions. 

Secretary  Taft.  Well,  sir,  the  premise  of  that  remark  I  should  like 
to  object  to. 

Senator  Morgan.  What  is  that? 

Secretary  Taft.  That  is,  that  I  have  more  time  than  the  committee 
has  to  investigate  the  question  of  the  type  of  the  canal.  The  com- 
mittee has  been  sitting  here  for  a  number  of  days  hearing  the  most  ex- 
pert gentlemen  on  the  subject,  and  I  have  to  get  along  with  what  I 
can  in  reading,  and  I  can  not  read  all  that  I  ought  to. 

Senator  Morgan.  Well,  time,  after  all,  is  limited  by  the  activitv 
of  the  party  that  is  engaged  in  performing  the  act.     [Laughter.] 

Secretary  Taft.  But  you  were  going  to  ask  me  some  question. 
Senator  ? 
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Senator  Morgan.  Yes.  Say  that  it  should  be  decided  here  that  it 
is  practicable,  convenient,  economical,  and  safe  to  dig  a  sea-level 
canal  from  a  point  at  or  near  Obispo  to  the  Bay  of  Limon.  Yon  will 
remember,  I  will  put  in  by  way  ox  parenthesis,  that  the  first  Walker 
Commission  and  the  French  both  agreed  upon  a  sea-level  canal 
from  Colon  to  Bohio,  which  is  about  17  miles,  as  I  recollect,  and 
dredged  that  out. 

Secretary  Taft.  If  you  will  permit  me,  Senator,  I  would  like  to 
ask  that  you  bear  in  mind  that  my  relations  to  this  canal  matter 
began  two  years  ago.  Up  to  that  time  I  was  wholly  ignorant  of  it ; 
and  I  have  not  lived  with  it,  as  some  of  the  members  of  the  committee 
have,  for  a  good  many  years.  Therefore  I  am  not  particularly 
familiar  with  the  plans  which  preceded 

Senator  Morgan.  I  will  presume  to  state,  then,  upon  the  facts  pre- 
sented by  the  reports,  that  the  French  dredged  a  sea-level  canal  from 
Colon  to  Bohio,  or  in  that  vicinity. 

Secretary  Taft.  Yes. 

Senator  Morgan.  And  that  the  Walker  Commission  adopted  that 
sea-level  canal  from  Bohio  out  to  the  sea,  and  put  their  dam  at  Bohio 
as  the  key  of  the  whole  situation  for  a  lock  canal. 

Secretary  Taft.  I  remember  that. 

Senator  Morgan.  So  that  the  plan  that  I  am  suggesting  to  you 
now  for  your  consideration  is  an  'extension  of  the  sea-level  route 
from  Bohio  as  far  south  as  Obispo  or  in  that  vicinity.  The  engi- 
neers here  have  stated  that  a  sea-level  canal  could  be  extended  about 
4  miles,  along  the  valley  of  the  Rio  Grande,  in  what  is  practically 
dead  water.  Then,  take  up  the  subject  on  the  other  side  of  the 
Culebra  ridge,  and  begin  a  sea-level  canal,  say,  at  Miraflores,  or  in 
that  vicinity,  and  run  it  out  to  the  40-foot  contour  in  the  Bay  of 
Panama.  That  would  leave  about  8  or  Si  miles  between  Miraflores 
and  Obispo  to  be  overcome  by  a  lock  canal ;  between  8  and  8J  miles. 
That  w^ould  give  to  the  sea-level  men  about  six-eighths  of  the  entire 
length  of  the  canal,  and  to  the  others  about  two-eighths  of  the  entire 
length  of  the  canal. 

It  has  occurred  to  some  members  of  this  committee  in  the  investi- 
gation of  this  subject  that  the  engineers  have  failed  to  consider  this 
suggestion,  and  that  it  is  worth  while  to  consider  it.  They  have  all 
expressed  the  belief  that  the  dam  at  Gamboa,  projected  by  the  sea- 
level  party,  would  create  a  lake  there  of  quite  sufficient  capacity  to 
supply  the  prism  of  the  canal  between  Obispo  and  Miraflores  as  a 
lock  canal;  and  some  .of  them  have  said  that  there  is  no  difficulty  in 
putting  in  locks  at  Obispo  and  at  Miraflores  upon  solid  rock  founda- 
tion. Then  the  level  of  this  lock  system  would  be  anywhere  from 
60  to  90  feet,  according  to  what  the  engineers  might  determine  was 
the  most  practicable  route  and  the  greatest  saving  to  the  Govern- 
ment, and  so  forth. 

And  then,  further,  if  the  transformation  of  the  canal  from  a  lock 
canal  to  a  sea-level  canal  ever  took  place,  or  should  ever  be  demanded, 
it  would  leave  only  8  miles  to  go  through  for  the  transformation,  and 
would  not  require  the  tearing  away,  for  instance,  of  a  dam  at  Gatun 
or  a  dam  at  La  Boca,  on  the  other  side.  It  would  require  the  throw- 
ing away  of  nothing  that  had  already  been  constructed  there,  and 
would  also  dispense  with  the  necessity  for  a  sea  gate  on  the  coast  of 
the  Bay  of  Panama. 
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Secretary  Taft.  For  that  type  of  canal ;  yes. 

Senator  Morgan.  For  that  type  of  canal. 

Secretary  Taft.  Yes,  sir. 

Senator  Mobgan.  Now.  I  have  ventured  to  suggest  this  for  your 
consideration,  because  I  oelieve  that  you  take  a  perfectly  impartial 
view  of  this  whole  subject,  and  hope  to  be  able  to  get  your  reflections 
upon  it  at  a  later  date  in  these  examinations.  I  mink  you  perfectly 
comprehend  the  suggestion. 

Secretary  Taft.  i  do.  I  think  that  I  could  now  give  the  only  judg- 
ment I  am  likely  to  have.  Such  a  plan  would  have  the  great  advan- 
tage of  building  the  sea-level  canal  part  way,  a  lar^e  part  of  it;  so 
that,  should  it  Ife  thought  later  on  wise  to  change  it,  it  could  be  more 
easily  done  than  uncfer  any  plan  that  has  been  suggested.  Just 
what  could  be  done,  just  how  much  it  would  cost  to  build  the  sea-level 
canal  to  Obispo,  I  do  not  know. 

I  have  been  at  Obispo  myself  and  I  should  ^;ay,  as  a  layman,  with 
a  curbstone  opinion,  that  it  was  very  solid  there,  judging  by  the  qual- 
itv  of  the  rock  that  had  to  be  cut  6y  the  French  in  making  the  part 
oi  the  canal  prism  which  they  have  already  attempted.  But  how 
expensive  it  would  be  to  construct  a  sea-level  canal  from  Obispo  to 
the  mouth  of  the  Mindi,  I  of  course  do  not  know,  and  I  venture  to 
suggest  that  it  might  be  better  to  ask  somebody  who  can  inform  the 
committee,  for  I  do  not  claim  to*  be  able  to  do  so. 

Senator  Morgan.  I  merely  assume  that  in  respect  of  the  sea-level 
plan  through  and  through  it  will  cost  just  as  much  between  Bohio 
and  Obispo  as  it  would  to  dig  out  the  same  portion  of  the  canal  to 
sea  level  under  this  mixed  plan. 

Secretary  Taft.  Yes,  sir. 

Senator  "Morgan.  So  that  there  is  no  difference  in  the  cost. 

Secretary  Taft.  How  lar^e  would  vou  make  that  prism.  Senator? 

Senator  Morgan.  Well,  tnat  woul^  depend.  That  would  be  for 
the  engineers  to  say.  I  think  that  in  the  rock  parts  they  propose  to 
make  it  200  feet  wide. 

Secretary  Taft.  Yes,  sir. 

Senator  .Morgan.  And  in  other  parts  150  feet  wide — in  the  earthen 
diggings,  where  they  can  flatten  the  slopes  of  the  canal  so  as  to  give 
greater  seaway  for  the  ships.  That,  I  understand,  is  the  reason  why 
they  expand  the  sea-level  plan  at  certain  places,  and  expand  it  more 
in  the  rock  portions  than  they  do  in  the  earthen  portions. 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  Because  the  banks  of  the  sea-level  canal  have  to 
be  almost  sheer;  they  have  to  be  nearly  perpendicular,  while  in  the 
earth  diggings  they  can  have  slopes,  giving  greater  seaway. 

Secretary  Taft.*  You  mean  in  the  rock  the  sides  of  the  canal  will 
be  perpendicular? 

Senator  Morgan.  Yes. 

Secretary  Taft.  You  said  in  the  sea-level  canal. 

Senator  Morgan.  Yes;  and  in  the  earth  they  can  be  spread  out  so 
as  to  -gi ve  steering  room  to  the  ships. 

Secretary  Taft.  Yes^  sir. 

Senator  Morgan.  I  just  assume  what  they  state  as  being  the  right 
thing.  I  have  no  criticism  to  make  upon  any  statement  made  by  any 
engineer  here  at  all.  This  plan  I  venture  to  suggest,  further,  would 
include  what  I  consider  to  be  an  absolutely  necessary  preliminary 
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to  the  control  of  the  flood  waters  of  the  Chagres  River — this  diversion 
>vhich  is  necessary  and  indisi^ensable  in  building  either  canal,  a  lock 
canal  or  a  sea-level  canal.  That  diversion  has  to  be  made  so  that  the 
work  can  be  done  in  drj'. ground,  or  comparatively  dry  ground;  and, 
when  made,  it  ought  to  &e  made  with  care,  so  that  it  would  stand  there 
forever,  for  the  purpose  of  making  a  diversion  of  the  flood  waters  of 
the  Chagres  River,  without  which  no  canal  can  be  safe.  That  is  my 
theory. 

So  that  you  think  I  would  be  at  liberty  to  suggest  such  a  plan  as 
that,  if  it  occurred  to  the  committee  that  it  was  worth  while  to  con- 
sider it? 

Secretary  Taft.  I  certainly  do. 

Senator  Morgan.  The  first  subject  that  you  take  up  in  your  con- 
secutive statement  here,  after  the  chronology — which  I  think  is  very 
admirable — is: ''  The  government  of  the  Zone,  its  judicial  system,  and 
what  is  needed  in  the  way  of  additional  legislation  by  Congress." 

I  will  take  occasion,  Mr.  Secretary,  to  say  that  I  am  very  happy 
to  have  a  distinguished  jurist  here  to  pass  upon  these  questions,  be- 
cause they  are  complicated,  and  so  far  as  I  am  concerned,  have  given 
me  a  great  deal  of  uneasiness. 

Secretary  Taft.  Well,  Senator,  if  I  do  not  deny  it,  you  will  under- 
stand that  it  is  not  due  to  a  lack  of  modesty.     [Ijaughter.] 

Senator  Morgan.  I  will  premise,  Mr.  Secretary,  by  a  suggestion  that 
I  made  at  the  time  that  we  were  acting  upon  the  ftay-Varilla  treaty, 
that  the  time  would  arrive  when  judicial  questions  of  a  very  serious 
nature  would  arise  between  the  Government  of  the  State  of  Panama — 
the  Republic  of  Panama — and  the  United  States  in  respect  of  our 
rights  under  this  Bunau-Varilla  treaty,  or  any  treaty  that  we  might 
make ;  and  that  those  questions  would  firSt  present  themselves,  I  will 
say,  to  the  Supreme  Court  of  the  United  States  as  a  matter  of  juris- 
diction and  pow^er  on  the  part  of  the  government  of  the  Isthmian 
2^ne  in  respect  of  the  rights  of  persons  and  property  there. 

The  first  inquiry,  as  it  occurs  to  me — and  I  make  this  remark  as 
a  prefatory  suggestion  in  regard  to  the  questions  that  I  propose  to 
ask  vou — is  that  the  Supreme  Court  would  necessarily  inquire 
whether  the  authority  that  is  being  exercised  in  the  Isthmian  Zone 
was  supported  by  the  Constitution  of  the  United  States.  That  is  the 
rudimentary  question? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  That  is  the  basis  question  of  all  ? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  I  do  anticipate  the  time  when  these  questions 
will  necessarily  arise.  I  think  they  have  already  arisen,  in  fact,  in 
diplomatic  correspondence  between  Mr.  Hay  anS  this  other  gentle- 
man, Obaldia,  which  you  have  presented  in  your  testimony  yesterday. 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  We  go  back  to  the  act  of  1803,  which  had  the 
approval  of  Thomas  Jefferson,  which  all  the  Democrats,  at  least,  con- 
sider to  be  something  equivalent  to  an  enunciation  in  the  New  Testa- 
ment. [Laughter.]  I  have  taken  occasion,  although  I  am  a  sound 
Democrat,  to  question  some  of  those  propositions,  particularly  that 
act. 

All  that  is  done  in  the  Canal  Zone,  as  I  understand  it,  is  done 
under  that  act  or  under  the  law  of  the  land,  as  it  has  been  denomi- 
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nated  here,  that  came  over  to  us,  we  will  say,  through  the  acquisi- 
tion of  that  Zone  from  Colombia  to  Panama  and  from  Panama  to 
us — ^the  law  of  the  land.  The  legislation  of  Congress  in  the  Spooner 
Act  and  in  the  subsequent  act  applying  this  act  of  1803  to  the  govern- 
ment of  the  Canal  Zone  and  tne  law  of  the  land  thus  described  is 
what  has  come  over  to  us  as  the  basis  of  all  juridical  action  in  the 
Zone.    That  is  correct,  is  it  not? 

Secretary  Taft.  Yes,  sir.    May  I  state  what  my  theory  of  it  is? 

Senator  Morgan.  Yes ;  if  you  please. 

Secretary  Taft.  The  Spooner  Act  enabled  the  President  to  make 
the  Hay- Varilla  treaty.  The  Hay-Varilla  treaty  was  made,  and  such 
rights  as  the  United  States  received  in  the  Zone  were  received  by  the 
ELay-Varilla  treaty.  Then,  by  the  act  of  April  28,  1904,  the  Presi- 
dent was  directed  to  take  possession  of  that  Zone,  and  then  was  given 
the  powers  under  the  act  of  1803,  if  we. may  call  it  such,  or  an  act 
like  the  act  of  1803.  And  I  ought  to  say  that  that  act  was  followed 
not  only  in  this  case,  but  also  in  the  case  of  the  Philippines,  so  that 
if  Congressional  interpretation  and  action  can  establish  validity  by 
reason  of  custom,  there  seems  to  be  a  good  deal  of  authority  for  the 
constitutionality  of  the  act. 

But,  however  that  may  be,  and  assuming  its  constitutionality,  it 
gave  to  the  President  the  right  to  appoint  a  legislature  and  vested 
that  legislature  with  legislative  powers.  From  April  28,  1904,  there- 
fore, down  to  the  expiration  of  ttie  Fifty-eighth  Congress,  which  was 
the  4th  of  March,  1905,  there  was  power  in  a  legislature,  conferred  by 
Congress — a  subordinate  legislature — to  make  laws  for  the  Zone. 
The  general  rule,  which  I  presume.  Senator,  you  refer  to  when  you 
speak  of  the  "  law  of  the  land,"  is  that  where  the  control  of  territory 
passes  from  one  government  to  another  the  laws  which  were  in  force 
as  between  individuals,  not  strictly  governmental  laws,  but  laws 
which  are  in  force  as  between  individuals,  continue  in  force  in  the 
territory  after  the  sovereignty  changes,  without  any  action  at  all. 

Senator  Morgan.  Limited  entirely  to  the  rights  of  individuals. 

Secretary  Taft.  Possibly  that  is  too  great  a  limitation;  but,  for 
the  purposes  of  the  discussion,  I  will  accept  that. 

Meantime,  during  this  interval,  the  legislature  had  acted  and  had 
created  a  government.  That  property,  that  Zone,  was  in  the  juris- 
diction of  the  United  States  by  virtue  of  the  Hay-Varilla  treaty, 
which  is  the  law  of  the  land,  and  when  the  legislative  power  of  the 
Commission  ceased,  when  the  act  of  April  28,  1904,  ceased  to  have 
effect,  there  was  an  existing  government,  bound  by  existing  laws,  and 
those  continued  in  effect,  though  the  power  to  make  them  or  amend 
them  had  ceased  to  be.  Thereafter  it  was  the  duty  of  the  President, 
under  his  constitutional  obligation,  to  see  that  the  laws  were  enforced, 
to  continue  to  supervise  that  government  and  see  that  it  carried  out 
the  functions  as  limited  by  the  legislative  acts  which  had  theretofore 
been  passed. 

Senator  Morgan.  I  do  not  make  any  question  at  all  that  the  hiatus 
which  was  created  there  between  the  acts  of  Congress  that  you  spoke 
of,  the  one  expiring  and  the  succeeding  act,  was  properly  occupied 
by  the  law  as  it  had  been  enacted  by  the  Conmiission,  if  that  law  was 
valid. 

Secretary  Taft.  Yes,  sir;  but  you  speak  of  the  hiatus.  That 
hiatus  continues  down  to  the  present  day,  Senator. 
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Senator  Morgan.  Well,  I  will  bring  it  down  to  the  present  day,  in 
so  far  as  you  had  enacted  laws  up  to  flie  time  that  it  commenced. 

Secretary  Taft.  Yes,  sir;  I  think  I  have  answered  your  question. 

Senator  Morgan.  Yes;  you  have  answered  my  question,  I  think, 
Mr.  Secretary,  and  I  desire  to  express  a  dissent,  merely  for  the  sake 
of  preserving  my  own  attitude  here. 

Secretary  Taft.  Just  to  note  an  exception. 

Senator  Morgan  (continuing).  As  to  the  remark  that  the  Spooner 
Act  authorized  the  President  to  make  the  Hay-Varilla  treaty,  my 
judgment  is  that  it  forbid  him  from  doing  it. 

Secretary  Taft.  Well,  I  should  like  to  keep  out  of  the  controversy, 
sir,  as  to  the  construction  of  that  act. 

Senator  Morgan.  That  is  a  question  that,  I  will  admit,  has  passed 
by  and  is  out  of  reach,  because  in  its  nature  it  is  a  political  question 
and  not  judicial,  and  therefore  the  Supreme  Court  could  never  touch 
it. 

Do  you  think  that  that  act  of  1803,  as  reenacted — I  believe  exactly 
in  terms  by  the  act  which  you  have  just  referred  to,  the  date  of  whicn 
I  do  not  recall 

Secretary  Taft.  April  28,  1904. 

Senator  Morgan.  Yes.  Do  you  think  that  that  act  of  April  28, 
1904,  adopting  the  act  of  1803,  conferred  upon  the  President  of  the 
United  States  any  powers  that  Congress  could  not  exercise  there? 

Secretary  Taft.  Well,  Congress  could  hardly  exercise  executive 
powers. 

Senator  Morgan.  I  mean  any  legislative  powers  or  judicial  power? 

Secretary  Taft.  Congress  could  not  exercise  judicial  power.  It 
certainly  did  not  confer  any  legislative  power  on  the  President's 
appointees  that  Congress  could  not  have  exercised. 

Senator  Morgan.  You  have  stated  on  a  previous  occasion — un- 
fortunately I  have  not  the  paper  before  me  to  call  your  attention  to, 
but  you  will  remember  it — that  the  power  that  Congress  might 
exercise  within  the  Canal  Zone  was  the  same,  or  equivalent  to  the 
same,  that  it  might  exercise  in  Porto  Rico  ? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  That  there  was  nothing  in  the  political  relation 
of  the  Zone  to  the  United  States  that  would  forbia  Congress  from 
entering  that  Zone  with  all  of  its  legislative  powers  as  fully  as  it 
might  in  Porto  Rico  ? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  Congress  could,  therefore,  adopt  a  form  of  gov- 
ernment  

Secretary  Taft.  Yes,  sir. 

Senator  Morgan  (continuing).  Requisite,  according  to  its  judg- 
ment, in  the  2iOne? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  And  you  do  not  admit  or  recognize  the  existence 
of  any  power  in  the  Republic  of  Panama  to  make  a  question  of  the 
rirfit  of  Congress  to  do  that? 

Secretary  Taft.  No,  sir. 

Senator  Morgan.  In  that  I  agree  with  you. 

You  say  here  [reading] :  "  Under  the  order  of  the  President  of  May 
0,  1904,  power  was  given  to  exclude  undesirable  characters  coming 
into  the  Zone  from  its  territory,  and  this  has  been  exercised,  in  cases 
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of  extradition  of  fugitives  from  justice  from  the  Republic  charged 
with  misdemeanor,  in  lieu  of  a  provision  in  the  treaty  of  extradition 
covering  misdemeanors." 

There  is  in  the  treaty  with  Panama  a  provision  for  the  extradition 
of  persons  charged  with  misdemeanors? 

Secretary  Taft.  I  think  not,  sir. 

Senator  Morgan.  You  think  there  is  not? 

Secretary  Taft.  I  think  not. 

Senator  Morgan.  You  use  the  words  "  in  lieu  of  a  provision  in  the 
treaty  of  extradition  covering  misdemeanors." 

Secretarv  Taft.  Because  there  was  not.    That  is  what  I  meant. 

Senator  ^Iorgan.  You  did  not  mean  that  it  was  substituted  in  place 
of  it? 

Secretary  Taft.  No,  sir ;  I  meant  that  there  was  no  provision  in  the 
extradition  treaty  for  the  extradition  of  those  who  committed  misde- 
meanors. 

Senator  Morgan.  I  wanted  to  get  your  meaning  about  that. 

Secretary  Taft.  Yes,  sir.  That  is  a  little  ainbiguous,  but  that  is 
what  I  meant. 

Senator  Morgan.  Now,  as  to  this  power  of  the  expulsion  of  people 
from  the  territory  of  the  Zone,  I  admit,  Mr.  Secretary,  and  1  do  it 
with  the  greatest  possible  earnestness,  that  the  possession  of  a  power 
of  that  kind  on  the  part  of  the  Executive,  operating  in  that  Zone,  is  an 
absolute  necessity  to  the  construction  of  this  work.  I  admit  that; 
and  if  the  President's  order  establishing  that  law  in  the  Zone  is  con- 
stitutional, which  I  hope  it  may  be,  it  is  an  important  and  indispensa- 
ble part  of  our  public  service. 

Secretary  Taft.  I  am  afraid.  Senator,  that  there  is  lurking  in  your 
mind  some  doubt  of  its  validity,  and  I  would  like  to  make  a  sugges- 
tion that  probably  would  sustain  it. 

Senator  Morgan.  Very  well. 

Secretary  Taft.  Perhaps  General  Davis  can  advise  me  where  I 
could  find  that  order.     I  do  not  think  I  put  it  among  my  exhibits. 

Senator  Morgan.  It  is  here  somewhere. 

General  Davis.  That  order  of  May  9  ? 

Secretary  Taft.  Yes;  which  you  drew  and  I  amended.  [Laugh- 
ter.] 

General  Davis.  Here  it  is  [handing  paper  to  Secretary  Taft]. 

Senator  Morgan.  Just  read  it,  and  let  it  go  into  the  record. 

Secretary  Taft.  I  drafted  this.  Senator,  having  in  view  the  danger 
of  invalidity  which  you  have  suggested. 

Senator  IVIorgan.  Yes. 

Secretary  Taft.  I  understand  it  to  be  settled  that  due  process  of 
law  must  be  exercised  in  depriving  anyone  of  the  right  to  be  where 
he  is  when  he  is  found  within  the  jurisdiction  of  the  United  States. 
But  the  Supreme  Court  has  gone  very  far  in  saying  what  provisions 
may  be  adopted  for  the  exclusion  of  persons  coming  into  the  jurisdic- 
tion from  outside.  They  have  sustained  immigration  laws  and  Chi- 
nese-exclusion laws  with  some  opinions  that,  to  the  democratic  mind 
.  certainly,  convey  a  bit  of  a  shock — ^that  a  man  can  be  sent  out  of  the 
country  by  the  decision  of  an  administrative  officer  without  having 
anv  judicial  hearing  at  all. 

Senator  Morgan.  That  is,  that  he  can  be  prevented  from  coming  in 
and  locating? 


INVESTIGATION    OF   PANAMA   CANAL   MATTERS.  2731 

Secretary  Tait.  Yes,  sir.  I  invite  your  attention  to  this  proviso, 
which  contains  the  provision  that  you  have  referred  to  [reading  from 
p.  2422  of  the  record] : 

''Provided^  however^  That  the  Commission  shall  have  power  to  ex- 
clude from  time  to  time  from  the  Canal  Zone  and  other  places  on  the 
Isthmus  oyer  which  the  United  States  has  jurisdiction,  persons  of 
the  following  class  who  were  not  actually  domiciled  within  the  Zone 
on  the  26th  day  of  February,  1904,  viz :  Idiots,  the  insane,  epileptics, 
paupers,  criminals,  professional  beggars,  persons  aflBicted  with  loath- 
some or  dangerous  contagious  diseases;  those  who  have  been  con- 
victed of  felony,  anarchists;  those  whose  purpose  it  is  to  incite  insur- 
rection, and  others  whose  presence  it  is  believed  by  the  Commission 
would  tend  to  create  public  disorder,  endanger  the  public  health,  or 
in  any  manner  impede  the  prosecution  of  the  work  of  opening  the 
canal ;  and  may  cause  any  and  all  such  newly  arrived  persons  or  those 
alien  to  the  Zone  to  be  expelled  and  deported  from  the  territory  con- 
trolled by  the  United  States,  and  the  Commission  may  defray  from 
the  canal  appropriation  the  cost  of  such  deportation  as  necessary  ex- 
penses of  the  sanitation,  the  police  protection  of  the  canal  route,  and 
the  preservation  of  good  order  among  the  inhabitants." 

It  was  intended  that  that  should  be  under  the  principle  upon  which 
immigration  acts  and  exclusion  acts  are  based ;  and  I  suggest  to  you. 
Senator,  whether  that  would  not  justify  the  adoption  of  that  proviso? 

Senator  Morgan.  The  same  principie  is  in  common  use  among  the 
municipalities  of  the  United  States  throughout,  where  they  keep  out 
and  drive  out  tramps  and  other  objectionable  characters. 

Secretary  Taft.  We  used  to  have  a  police  judge  whom  we  called 
"  the  big  jud^,"  a  man  named  Marchand,  in  Cincinnati,  who  was  fa- 
mous for  telling  people  of  that  sort  to  "  take  the  towpath ;  "  and  that 
was  the  character  of  power  that  he  exercised  in  so  doing. 

Senator  Morgan.  It  is  exercised  in  all  municipalities  in  the  United 
States,  so  far  as  my  observation  has  extended. 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  And  it  is  a  very  just  power,  notwithstanding 
the  shock  that  vou  mention  to  the  Democratic  conscience.  [Laugh- 
ter.] 

Secretary  Taft.  I  spoke  with  deference  to  the  Democratic  con- 
science.    [Laughter.] 

Senator  Morgan.  I  venture  to  go  a  step  further,  and  I  think  it  is 
a  very  important  step  to  be  considered,  and  to  say  that  it  is  necessary 
to  the  successful  operation  of  this  canal  that  this  power  should  be 
extended  so  as  to  give  to  the  authorities  in  the  Zone  the  right  to 
expel  any  man,  no  matter  if  he  is  domiciled  there,  or  no  matter  if 
he  is  not  a  recent  arrival — the  power  to  expel  him  from  that  Zone  and 
to  prevent  his  entering  it  again. 

I  do  not  wish  to  rerer  to  any  political  divisions  in  our  country  or 
any  other  divisions;  but  I  can  easily  see  how  a  class  of  men  who 
have  been  going  about  in  the  United  States,  probably  with  correct 
motives,  and  particularly  what  are  called  walking  delegates,  might 
get  into  that  Zone  and  among  those  twenty  or  thirty  thousand  heathen 
that  we  have  got  to  work  there 

Secretary  Taft.  But  they  are  all  church  members.  Senator. 
[Laughter!] 
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Senator  Morgan.  Very  good.  There  are  about  as  many  heathen 
inside  as  there  are  outside,  anyhow,  I  suppose.  [Laughter.]  But 
they  would  put  them  into  such  shape,  without  respect  to  their  reli- 
gious predilections  or  professions,  as  that  the  work  on  that  canal 
could  be  suspended  in  a  day  and  kept  suspended  for  months,  at  a 
most  dangerous  expense,  and  possibly  creating  many  other  difficul- 
ties. I  think  it  is  more  amenaole  to  interferences  of  that  kind  than 
any  other  piece  of  work  that  we  have  ever  had  to  do  or  that  any 
other  nation  has  ever  had  to  do,  and  that  our  experience  is  such  a^ 
that  we  are  perfectly  justified  in  forecasting  the  occurrence  of  such 
events  and  providing  against  them. 

The  step  further  that  I  would  take  is  this :  I  would  authorize  the 
Commission  to  exercise  that  power  of  expulsion  upon  their  discretion 
and  without  a  hearing,  due  process  of  law  not  being  involved  in  it  at 
all.  Now,  perhaps  that  will  shock  the  conscience  of  a  Republican. 
[Laughter.] 

Secretary  Taft.  Well,  Senator,  mv  own  has  been  trained  so  much 
by  criticism  of  our  tyranny  in  the  Philippines  that  I  am  not  a  bit 
troubled  on  that  score. 

Senator  Morgan.  But  I  think  we  have  in  our  own  system  of  govern- 
ment a  perfect  example  of  the  power  and  the  right  and  the  duty  of 
executing  such  authority  whenever  the  public  necessity  requires,  in 
time  of  peace  as  well  as  in  time  of  war.  Time  of  war  makes  no 
difference  in  the  situation  at  all.  But  in  time  of  peace  the  Govern- 
ment of  the  United  States  has  always  exercised  the  power  and  right 
and  jurisdiction  of  expelling  from  its  military  reservations  any  char- 
acters that  might  be  objectionable,  and  even  any  officer  that  might 
become  objectionable,  any  civilians  that  might  become  objectionable 
and  a  danger  to  the  Government  service  within  that  area.  I  have 
conferred  with  General  Davis,  who  is  the  head  of  the  law  division 
of  the  Army 

Secretarv  Taft.  The  Judge- Advocate-General. 

Senator  TVIorgan.  Yes ;  the  head  of  the  law  division  of  the  military 
establishment  of  the  United  States.  I  have  conferred  with  him 
about  this,  and,  while  he  does  not  seem  to  concur  with  me  in  many 
respects,  he  has  presented  me  with  a  very  able  argument,  which  at 
some  time  I  shall  take  occasion  to  use  in  favor  of  the  exercise  of  such 
authority. 

My  proposition  is  this,  and  it  is  the  one  that  I  wanted  you  to  con- 
sider: That  the  Government  of  the  United  States  has  aniple  power, 
by  simply  designating  a  certain  area  as  a  military  encampment,  an 
area  over  which  it  has  jurisdiction,  to  introduce  there  the  military 
power,  which  is  summar^s  for  the  purpose  of  preserving  order  within 
that  area — not  hostility  against  the  United  States  or  anybody  else; 
no  matter  of  that  sort — and  that  it  can  establish  within  such  an 
area  its  judicial  authority  to  any  extent  it  sees  proper  to  do,  for  the 
determination  of  those  private  rights  or  individual  rights  which  we 
are  now  compelled  to  respect  under  the  laws  of  nations  as  coming 
over  to  us  from  Colombia. 

Secretary  Taft.  I  think  there  is  no  doubt  about  that.  The  Su- 
preme Court  has  decided  it  expressly — in  a  Louisiana  case,  about 
the  112th  United  States — that  a  commanding  general  has  the  right 
to  establish  quasi-civil  courts. 
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Senator  Morgan.  Yes.  That  is  under  the  law  as  it  exists.  The 
court  calls  it  quasi,  because  under  the  law  as  it  exists  there  is  no 
positive  provision  for  a  civil  court. 

Secretary  Taft.  Yes,  sir ;  that  it  was  inherent  in  the  right  of  a  mili- 
tary commander  to  establish  a  government  which,  of  course,  would 
be  military,  but  quasi-civil,  according  to  the  form  it  took. 

Senator  Morgan.  Yes.  If  we  are  acting  in  the  Zone  under  the 
law  of  the  land  as  it  came  over  to  us  from  Spain  to  Colombia,  first, 
and  from  Colombia  to  Panama  and  from  Panama  to  us,  we  find  there 
a  broad  and  sufficient  basis  for  the  exercise  of  such  authority  by  the 
Spanish  law  within  any  area  that  is  set  apart  for  military  purposes. 
That  law  is  there,  and  that  would  justify  such  an  action  ii  we  had 
no  better  view. 

What  I  propose  in  regard  to  the  form  of  government  in  that  Zone 
is  the  simple  oeclaration  by  Congress,  as  a  preliminary  to  every  other 
declaration  that  we  may  make  on  the  subject,  that  the  Government  of 
that  Zone  shall  be  the  government  of  a  military  reservation.  That 
does  not  imply  the  exclusion  of  civil  power  or  of  the  Constitution  of 
the  United  States  or  any  right  as  secured  by  it,  unless,  perhaps,  it 
might  be  the  right  of  trial  by  jury  in  criminal  cases,  and  we  have  a 
perfect  right  to  exclude  that.  But  I  have  so  firm  a  conviction  that 
we  will  never  get  along  peaceably  with  Panama,  and  never  get  along 
successfully  with  the  management  of  the  labor  in  that  Zone,  and  with 
the  conflicts  and  controversies  that  may  arise  between  contractors  if 
we  divide  the  Zone  up  into  different  contracts  for  building  the  canal — 
my  conviction  is  so  firm  on  that  subject  that  I  think  that  the  law 
ought  to  be  administered  there  in  its  most  intense  form  and  in  the 
most  summary  manner;  not  unjustly,  not  improperly,  but  with  all 
the  power  that  the  Government  of  the  United  States  possesses  of  a 
juriaical  character,  sustained  by  military  authority,  and  also  sus- 
tained by  civil  authority. 

I  wanted  to  bring  this  subject  to  your  attention  in  connection  with 
this  very  law,  which  I  insist  should  be  extended  and  given  greater 
power,  and  which  can  be  done  merely  by  designating  the  character 
of  the  government  as  being  a  government  where  the  civil  authority 
is  not  necessarily  under  all  the  circumstances  and  all  conditions  pre- 
dominant, where  we  have  to  overcome  that  famous  and  splendid 
declaration  to  suit  the  exigencies  of  the  situation.  And  that  can  be 
done  and  has  been  done  authoritatively  under  the  Constitution  of 
the  United  States  within  areas  situated  even  in  the  bosoms  of  different 
States  of  the  American  Union. 

Senator  Hopkins.  Will  you  allow  me  to  interrupt  you  there.  Sen- 
ator? 

Senator  Morgan.  Yes. 

Senator  Hopkins.  Would  it  not  be  necessary  to  have  a  civil  court 
there  in  order  to  settle  the  title  to  the  real  estate  that  is  in  contro- 
versy? 

Senator  Morgan.  You  can  have  a  civil  court  there,  Mr.  Senator,  for 
any  purpose,  but  it  is  subject  to  the  modification  of  Congress. 

Senator  Hopkins.  Yes ;  but  what  I  was  getting  at.  Senator 

Senator  Morgan   (continuing).  Overruled,  if  I  may  use  the  ex- 

Sression,  by  the  main  purpose,  which  is  to  build  that  canal  and  to 
o  it  under  the  protection  of  military  power.    That  is  my  idea,  if  I 
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enlarge  it  so  as  to  include  felonies  not  capital,  in  which  a  conviction 
does  not  involve  capital  punishment,  then  I  should  think  it  wise  to 
let  that  class  of  cases  go  to  the  circuit  court  of  appeals  for  the  fifth 
circuit;  for,  while  New  York  is  practically  as  convenient  lo  the 
Isthmus  as  New  Orleans,  it  is  not  quite  so  near,  and  the  New  York 
court  of  appeals  is  so  loaded  with  business  that  the  circuit  court  of 
appeals  of  the  fifth  circuit  could  more  rapidly  dispose  of  the  cases 
brought  before  it.     Have  I  answered  your  question,  Senator? 

Senator  Hopkins.  Yes;  I  think  so.  There  is  one  other  question 
that  I  want  to  ask :  In  the  case  of  a  man  convicted  of  a  felony  there, 
the  constitutional  Question  could  be  raised  as  well  as  in  a  case  where 
the  criminal  is  to  be  executed,  could  it  not? 

Secretary  Taft.  The  constitutional  qtiestion  could. 

Senator  Hopkins.  Yes. 

Secretary  Taft.  It  can  now. 

Senator  Hopkins.  Yes. 

Secretary  Taft.  And  if  raised  the  case  goes  directly  to  the  Supreme 
Court,  and  then  the  Supreme  Court  takes  jurisdiction  of  the  whole 
case,  although  the  reason  by  which  it  gets  jurisdiction  is  the  occur- 
rence of  the  constitutional  question. 

Senator  Morgan.  There  is  another  branch  of  the  jurisdiction  that 
I  think  ought  to  be  vested  in  that  court  that  we  have  given  no  dis-         i 
cussion  to,  at  least  in  this  committee,  and  I  have  not  heard  of  any         j 
discussion  anywhere  else  about  it,  and  that  is  the  admiralty  juris-         j 
diction. 

Secretary  Taft.  I  should  think  that  the  admiralty  jurisdiction, 
especiallj?^  "when  the  canal  is  constructed,  would  be  exceedingly  im- 
portant; but  mv  understanding  is  that  under  this  act  of  1803  there 
would  be  no  difficulty  in  giving  that  court  admiralty  jurisdiction. 

Senator  Morgan,   i  es. 

Secretary  Taft.  Merely  by  the  legislature — ^whether  the  Commis- 
sion or  whatever  other  body  the  President  should  constitute  as  the 
legislative  body. 

Senator  Morgan.  The  Commission  have  established  two  ports 
there,  Ancon  and  Cristobal,  and  the  Senate  at  least  has  voted  at  this 
session  of  Congress  to  regard  those  as  ports  of  the  United  States  for  all 
purposes.  The  vote  was  taken  on  the  ship-subsidy  bill,  and  I  do  not 
know  whether  it  is  going  to  pass  or  not,  but  the  Senate  has  expressed 
itself  deliberately  upon  the  proposition  that  those  are  ports  of  the 
United  States.  Being  so  remote  from  our  part  of  the  continent,  I 
suppose  that  an  act  of  Congress  conferring  admiralty  jurisdiction 
upon  the  judge  or  judges  within  the  Zone  would  be  presently  of  great 
importance,  and  that  we  need  not  wait  for  the  completion  or  the 
canal. 

Secretary  Taft.  I  should  think  so. 

Senator  Morgan.  Because  collisions  and  difficulties  of  a  maritime 
sort  will  occur,  and  we  should  have  a  court  there  to  settle  them. 

Secretary  Tajt.  Yes,  sir.  In  the  Philippines — and  I  speak  of  that 
because  you  will  understand.  Senator,  that  the  law  that  comes  down 
there  is  quite  like  that  that  we  have  in  the  Isthmus 

Senator  Morgan.  Yes. 

Secretary  Taft.  It  is  of  Spanish  descent,  so  to  speak. 

Senator  Morgan.  It  is  the  same  law  really,  in  a  general  sense. 
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Secretary  Taft.  Yes.  In  the  Philippines  the  admiralty  questions 
-were  disposed  of  in  a  most  informal  way  by  an  executive  officer,  the 
captain  of  the  port.  So  that  admiralty  jurisdiction  there,  although 
expressly  conferred  by  Congress,  is  very  little  used.  With  American 
ships  and  with  the  tradition  among  American  shipmasters  that  they 
must  go  into  an  admiralty  court,  I  have  no  doubt  that  the  court,  if 
given  that  jurisdiction,  would  find  something  to  do. 

Senator  Morgan.  Well,  I  should  suppose  that  they  would  find  a 
great  deal  to  do,  possibly,  upon  the  coastwise  laws — adjudications  in 
regard  to  interventions,  and  so  forth. 

Secretary  Taft.  That  may  occur  now  that  there  is 

Senator  Morgan.  That  may  occur  at  any  time? 

Secretary  Taft.  Now  that  there  is  a  motive  for  evading  that  law. 

Senator  Morgan.  Yes. 

(Thereupon  the  committee  took  a  recess  until  2  o'clock  p.  m.) 

AFTER  RECESS. 

STATEMENT  OP  HON.  WILLIAM  H.  TAFT— Continued. 

Senator  Morgan.  In  your  remarks,  Mr.  Secretary,  you  say : 

^'  With  deference  to  the  suggestion  which  has  been  made  here,  I 
venture  to  point  out  that  were  the  25one  to  be  put  under  a  military 
government,  or  to  be  constituted  a  military  reservation,  the  only 
method  of  trial  would  be  by  court-martial,  which  is  not  supposed  to 
be  any  less  summary  than  the  trial  before  civil  judges." 

Secretary  Taft.  Of  course  that  is  not  true  with  the  suggestions 
you  have  made,  Senator ;  and  I  quite  concur  that  it  is  possible,  under 
a  military  government,  to  have  civil  courts. 

Senator  Morgan.  The  only  questioh  would  be  about  the  supremacy 
of  the  civil  over  the  military  authority  in  that  Zone  or  military  res- 
ervation, which  could  be  regulated  6y  parceling  out  the  jurisdic- 
tions, if  we  chose? 

Secretary  Taft.  Yes,  sir.  I  presume  that  under  such  a  govern- 
ment constituted  by  Congress — I  never  have  thought  of  the  power 
to  establish  a  military  government  under  those  circumstances,  but 
my  presumptions  are  ordinarily  in  favor  of  any  power  that  Congress 
chooses  to  exercise — and  assuming  that  power.  Congress  could  no 
doubt  establish  civil  courts,  even  under  a  military  government,  and 
give  an  appeal  to  the  Supreme  Court. 

Senator  Morgan.  And  leave  the  civil  courts  in  the  full  possession 
of  their  jurisdiction,  untrammeled  by  the  presence  of  the  military? 

Secretary  Taft.  I  think  so;  yes,  sir. 

Senator  Morgan.  You  say,  "  Senor  F.  Mutis  Duran  is  a  citizen  of 
the  Eepublic  of  Panama,  one  of  the  leading  lawyers  of  the  Republic, 
who  speaks  English  and  is  an  authority  on  civil  law.'' 

I  have  a  doubt,  Mr.  Secretary,  which  I  hope  you  will  be  able  to 
resolve,  as  to  the  power  of  the  Government  of  the  United  States  to 
confer  a  part  of  the  judicial  authority  of  our  Constitution  and  Gov- 
ernment upon  one  who  is  not  a  citizen  of  the  United  States. 

Secretary  Taft.  I  think  that  can  be  done  unless  there  is  a  specific 
inhibition ;  and  it  has  been  done,  so  far  as  the  Executive  is  concerned, 
in  the  appointment  of  consular  agents  and  vice-consuls,  and  even 
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consuls.  Unless  forbidden  b}'  Congress,  I  do  not  know  why  there 
would  be  any  less  power  to  appoint  a  judge  who  was  not  a  citizen 
than  there  would  be  to  appoint  a  member  of  the  executive.  In  other 
words,  I  do  not  see  the  distinction  between  the  three  powers  in  that 
regard. 

Senator  Morgan.  On  the  part  of  the  President,  it  seems  to  me  that 
the  distinction  would  be  that  in  the  appointment  of  foreign  minis 
ters,  consuls,  and  other  representatives  of  the  Government  abroad, 
he  acts  under  his  diplomatic  powers  conferred  in  the  Constitution; 
while  in  the  appointment  of  a  judge  of  a  court  he  acts  under  the 
Constitution  of  the  United  States  and  within  the  reahn  of  the  United 
States. 

Secretary  Taft.  With  deference,  Senator,  it  seems  to  me  that  the 
President,  the  Congress,  and  any  of  us  that  assume  any  authority 
to  do  anything,  act  under  the  Constitution ;  and  the  question  is  how 
the  Constitution  affects  us  in  what  we  are  doing.  Now,  where  there 
is  no  express  prohibition,  I  do  not  see  where  any  implication  would 
arise  that  would  prevent  the  appointment  of  a  judicial  rather  than 
an  executive  officer  who  may  not  be  a  citizen  of  the  United  States. 
T  have  never  examined  the  question  carefully;  perhaps  you  have: 
but  I  had  supposed  that  to  be  the  result. 

Senator  Morgan.  I  have  never  examined  it  with  a  view  to  any 

J  articular  case,  because  I  do  not  remember  that  any  case  of  that  sort 
as  ever  occurred,  where  a  noncitizen  has  been  appointed  under  the 
Executive  authority  to  an  office  to  be  executed  entirely  within  the 
United  States. 

Secretary  Taft.  I  agree  that  it  is  an  anomalous  precedent,  but 
anomalous  because  the  situation  is  rather  anomalous  there. 

Senator  Morgan.  I  agree  that  the  situation  is  anomalous,  but  I 
think  that  renders  care  for  the  preservation  of  the  constitutionality 
of  our  action  more  important  than  if  it  were  not. 

Secretary  Taft.  Do  you  feel  quite  sure  that  that  is  the  wav  to 
feel.  Senator,  when  you  come  to  the  question  of  excluding  people  from 
the  Isthmus? 

Senator  Morgan.  Oh,  I  put  that  on  the  military  power;  not  the 
judicial. 

Secretary  Tapt.  I  am  not  positive  with  regard  to  that  matter. 
That  is  my  impression  only — that  there  is  no  limitation  upon  the 
power,  and  if  you  were  to  have  to  make  selections  of  judicial  officer^? 
under  circumstances  like  those  that  prevail  in  the  Isthmus — ^they  are 
not  at  all  unlike  those  that  prevail  in  the  Philippines — ^you  would 
find  it  rather  difficult  to  get  judicial  officers  of  sufficient  legal  ca- 
pacity and  learning  who  speak  both  Spanish  and  English,  who 
speak  two  languages,  and  who  are  sufficiently  familiar  witTi  the  local 
laws  to  form  part  of  the  court 

Senator  Morgan.  That  difficulty  could  be  overcome  by  removing 
their  local  laws  and  substituting  Congressional  or  isthniian  legisla- 
tive action. 

Secretary  Taft.  I  think  it  is  unwise  generally  when  you  go  into 
a  new  country — or,  rather,  a  country  to  which  we  are  new-^to  attempt 
to  remove  the  local  laws  that  have  grown  out  of  the  customs  and  with 
which  the  people  are  so  very  familiar.  Of  course  I  do  not  mean 
laws  like  judicial  procedure,  or  the  laws  defining  the  relation  of  the 
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people  to  the  Government;  I  mean  the  laws  that  control  the  rights 
of  individuals  with  other  individuals.  It  is  generalh^  contrary  to 
o^ood  policy  to  attempt  to  introduce  new  things  for  people  that  have 
Keen  accustomed  to  and  get  along  very  well  under  tne  laws  thereto- 
fore in  force. 

Senator  Morgan.  That  is  true  where  you  are  attempting  to  con- 
duct civil  government  for  the  sake  of  governing  a  certain  place  or 
a  section  oi  a  countrv.  But  this  canal  proposition  that  we  are  try- 
ing to  work  out  is  altogether  different  from  that,  as  the  President 
has  announced  in  his  determination  in  respect  of  the  establishment 
of  government  there — that  it  is  not  for  the  purposes  of  colonization 
of  any  part  of  that  country  for  legislative  or  other  civil  uses,  but  for 
the  purpose  of  constructing  the  canal.  And  therefore  I  believe  that 
any  Spanish  law  there — we  will  call  it  Spanish,  because  it  came 
over  to  us  from  Spain — ^no  matter  if  it  is  a  good  one,  ought  to  be 
supplemented  by  an  American  act,  either  an  isthmian  act  or  other 
act  of  Congress,  and  that  everything  inside  of  that  Zone  ought  to 
be  American — that  is  my  view  of  it — ^in  order  to  make  it  successful. 
Then  you  get  rid  of  the  questions  that  must  arise  every  day. 

For  instance,  there  is  a  judge  who  is  a  citizen  of  Panama.  The 
people  living  in  that  Zone  are  not  affected  as  to  their  citizenship 
of  tne  Republic  of  Panama  by  anything  that  we  have  done,  or,  per- 
haps, by  anything  that  we  propose  to  do.  The  citizens  of  the  United 
States  who  are  there  have  retained  their  citizenship,  and  so  the  em- 
ployees of  the  canal  have  retained  their  citizenship;  and  we  have  a 
great  variety  of  citizenships  within  the  Zone.  Now,  it  is  not  neces- 
sary, it  seems  to  me,  and  1  think  it  is  dangerous,  to  have  a  code  of 
laws  there  which  one  class  of  people,  who  are  citizens  of  Panama,  are 
controlled  by  and  are  used  to,  and  to  which  our  people  who  go  there 
are  entirely  unaccustomed. 

Of  course  the  problem  would  work  out  in  the  course  of  administra- 
tion into  a  great  many  different  controversies — a  great  many.  But 
if  a  citizen  of  Panama  is  sued  by  a  citizen  of  the  United  States  in 
that  Zone,  the  question  at  once  recurs  whether  we  shall  appeal  to  a 
citizen  of  Panama  who  is  on  the  bench  to  decide  the  case,  because 
he  is  better  informed  about  the  law  of  Spain  than  anybody  else,  or 
whether  the  American  judg:e  shall  have  a  word  to  say  about  it,  or  im- 
portant influence  in  the  trial. 

I  think  it  is  unfortunate  that  there  is  any  admixture  of  citizenship 
upon  that  bench.  I  think  we  had  better,  as  it  is  an  easy  matter,  or 
at  least  comparatively  an  easy  matter,  to  have  American  laws  and 
American  judges  to  administer  them.    That  is  my  judgment. 

Secretarj-  Taft.  Certainly  if  the  committee  or  if  Congress  think 
that  that  is  the  best  policy,  I  would  not  say  a  word  to  dissuade  them 
from  it. 

Senator  Morgan.  No;  I  suppose  not.  I  called  your  attention  to 
it  merely  with  a  view  of  getting  your  opinion  upon  that  subject. 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  You  speak  of  a  "  passive  resistance  "  of  the  Gov- 
ernment and  people  of  Panama,  those  who  reside  outside  of  the  Zone 
and  those  who  reside  in  it,  which  they  exercised  to  such  an  extent  that 
it  was  necessary  to  provide  for  its  removal  or  its  modification  by  an 
agreement  with  that  Government.  I  suppose  that  passive  resistance 
had  reference  almost  entirely  to  questions  of  trade? 
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Secretary  Taft.  WTiat  I  meant  there  was  this — I  suppose  "passive 
resistance  "  is  the  proper  term  to  apply ;  General  Davis  will  con- 
firm what  I  say  in  that  regard,  I  am  sure — ^that  it  was  manifested  in 
a  declination  to  make  any  adjustment  on  the  various  questions  that 
you  can  readily  understand  had  to  be  adjusted  in  order  that  we  should 
get  along  with  them  at  all,  as  to  jurisdiction  along  the  boundary,  the 
carrying  out  of  the  delimitation  agreement,  the  marking  of  it,  and  the 
other  matters  that  have  to  be  settled  if  you  are  going  to  live  in  the 
same  family  with  a  man.  As  to  those  thmgs  they  simply  sat  quietly, 
and  would  not  do  anything  that  the  General  was  anxious  to  have 
them  do.    That  is  what  I  meant. 

Senator  Morgan.  Yes ;  I  see. 

Secretary  Taft.  Not  that  they  resisted  anything  that  the  General 
had  the  jurisdiction  to  carry  out. 

General  Davis.  It  was  a  question  of  a  reciprocal  trade  arrange- 
ment. 

Secretary  Taft.  Yes;  it  was  a  question  of  a  reciprocal  trade 
arrangement. 

Senator  Morgan.  Very  well;  that  presents  a  situation  that  I  am 
very  anxious  to  get  your  views  about  and  your  recommendations  to 
Congress  upon.  General  Davis  found  himself  embarrassed  with  re- 
spect to  what  we  call  "  passive  resistance  "  by  the  fact  that  the  Hay- 
Varilla  treaty  did  not  specifically  provide  power  in  him  or  in  the 
Government  of  the  United  States  to  dispose  of  the  question  by  the 
decree  of  our  own  Government? 

Secretary  Tafi.    Do  you  mean  as  to  the  boundary  ? 

Senator  Morgan.  As  to  all  of  these  questions. 

Secretary  Taft.  Yes. 

Senator  Morgan.  I  think  I  may  take  the  liberty  of  saying,  in  order 
to  justify  my  anxiety  in  having  this  matter  properly  understood  in 
limine — ^I  do  not  mean  in  your  examination,  but  in  our  legislation — 
that  at  the  time  the  Hay-Varilla  treaty  was  pending  in  the  Senate 
there  was  opposition  to  its  ratification,  and  various  amendments  were 
suggested  with  a  view  of  providing  for  a  more  specific  delimitation 
of  me  boundaries  of  those  two  cities,  which  up  to  that  time  had  had 
no  boundaries  at  all ;  and  also  some  more  specific  provisions  in  regard 
to  the  commercial  intercourse  between  the  Zone  and  the  other  parts 
of  the  Republic,  relating  to  trade,  etc.  The  hurry  of  putting  through 
the  ratification  of  the  treaty  prevented  the  consideration  of  those 
amendments. 

Secretary  Taft.  If  you  will  permit  me  to  interject  there,  Senator, 
I  found  in  an  examination  some  few  days  ago  with  a  view  to  this 
hearing  that  there  had  been  some  correspondence  between  Mr.  Bu- 
nau-Varilla  and  Mr.  Loomis,  of  the  State  Department,  on  the  ques- 
tion of  the  boundaries  of  Colon  and  Panama.  He  did  not  say  that 
there  were  any  limits,  but  he  said :  "  Of  course  what  that  means  is 
that  the  boundaries  are  the  boundaries  of  the  buildings  that  coasti- 
tute  the  cities." 

Senator  Morgan.  Yes;  well,  we  had  several  opinions  from  Mr 
Bunau-Varilla  upon  that  and  other  questions  connected  with  that 
treaty  while  we  were  considering  it,  and  we  did  not  arrive  at  any 
definition  beyond  that  va^e  one  that  General  Davis  encountered 
when  he  came  to  exercise  his  functions  there;  he  found  himself  par- 
alyzed because  he  did  not  know  how  far  his  jurisdiction  went    Now, 
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General  Davis  has  obtained,  by  negotiation  and  by  a  modus  vivendi, 
a  delimitation  of  those  boundaries  which,  I  suppose,  is  entirely  satis- 
factory ? 

Secretary  Taft.  Yes,  sir.  We  amplified  it  a  little  bit,  the  General 
and  I,  in  December,  1904,  by  obtainmg  from  them  an  admission  of 
certain  marks  in  the  harbors.  We  got  a  statement  that  the  lines 
should  run  across  certain  rocks  or  islands,  which  somewhat — I  do  not 
know  that  it  enlarged,  but  it  certainly  fixed  a  satisfactory  harbor  for 
Ancon.  One  difficulty  about  the  whole  matter  was  that  as  the  canal 
line  runs  out  from  La  Boca,  in  Ancon,  it  runs  into  and  takes  up  the 
best  holding  ground,  the  best  place  for  harbor  purposas  that  there  is 
near  Panama — that  is,  just  under  the  islands  of  Naos  and  Flamenco; 
I  think  those  are  the  names;  and  the  people  in  Panama  were  rather 
disposed  to  claim  that  that  was  the  harbor  of  Panama.  The  claim 
haa  a  good  deal  of  force,  because  the  large  steamers  had  always 
anchored  there.  But  we  were  able,  in  this  modus  vivendi,  to  run  a 
line  which  included  that  in  the  Zone,  with  the  understanding  that  the 
ships  of  either  nation  might  use  that  harbor  indiscriminately. 

Senator  Morgan.  It  becomes  important,  in  my  view,  at  least,  as  we 
are  about  to  legislate  for  the  estabhshment  of  a  government  of  a  more 

rjrmanent  character  than  we  have  had  there,  that  we  should  enact  (as 
tiiink  we  have  perfect  power  to  enact)  within  the  limits  of  that  Zone 
the  delimitations  of  these  two  cities  and  also  of  those  bays;  so  that 
hereafter,  when  we  want  to  know  how  far  the  power  of  government 
extends  there,  we  will  have  nothing  to  do  but  refer  to  the  act  of 
Congress. 

Secretary  Taft.  That  will  greatlv  help  the  Executive;  I  can  say 
that. 

Senator  Morgan.  I  know ;  and  the  Executive  ought  to  be  assisted 
in  that  direction. 

Senator  Kittredge.  Senator,  perhaps  I  do  not  quite  understand 
you.  Do  I  understand  that  Congress  can  legislate  along  the  lines  of 
that  modus  vivendi  relative  to  the  delimitation  of  the  ifone? 

Senator  Morgan.  Yes;  or  any  other  line  that  it  sees  proper  to 
determine,  because  Congress  is  sovereign  over  that  entire  Zone,  ex- 
cept so  far  as  Congress  has  yielded  its  sovereignty,  and  with  the 
further  exception  of  the  reservation  of  the  rights  of  the  Government 
of  Panama  within  the  cities  of  Colon  and  Panama.  Besides  that, 
Congress  is  sovereign  over  the  country,  as  much  so  as  it  is  over  a  Ter- 
ritory of  the  United  States  anywhere.  So  I  think  that  the  declara- 
tion by  Congress  of  its  rights  or  of  its  authority,  following,  as  it 
seems  to  be  exactly  right  to  do,  the  delimitations  that  have  already 
been  established,  ought  to  be  express  and  without  reservation. 

Senator  Kittredge.  The  thought  that  I  had  in  mind  was  that  pos- 
sibly a  treaty  would  be  necessary  in  order  to  settle  that  question. 

Senator  Morgan.  I  do  not  think  a  treaty  is  necessary,  because  of 
the  broad  fact  that  jurisdiction  and  sovereign  jurisdiction  is  con- 
ferred upon  the  United  States  within  that  Zone,  subject  only  to  settle- 
ment as  to  certain  delimitations.  That  government,  by  a  modus 
vivendi,  has  agreed  to  a  settlement  of  those  demarcations. 

Secretary  Taft.  May  I  interject  a  moment.  Senator? 

Senator  Morgan.  Yes. 

Secretary  Taft.  It  is  true  that  Congress  has  complete  jurisdiction 
over  the  Zone,  but  that  does  not  help  you  if  you  do  not  know  what 
the  Zone  is. 
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Senator  Morgan.  That  is  exactly  what  I  propose  to  do,  to  settle  it 
by  an  act  of  Congress. 

Secretary  Taft.  And  of  course  Congress  can  exercise  the  political 
power  of  declaring  what  the  jurisdiction  of  this  country  is. 

Senator  Morgan.  That  is  it;  and  that  settles  it. 

Secretary  Taft.  It  settles  it  so  far  as  this  country  it  concerned ;  it 
does  not  necessarily  settle  it  so  far  as  the  other  country,  which  is  also 
interested  in  it,  is  concerned. 

Senator  Morgan.  It  settles  it  so  far  a^- — 

Secretary  Taft.  So  far  as  the  action  of  the  Executive  is  concerned. 

Senator  Morgan.  Yes;  and  the  judiciary.  The  Supreme  Court 
would  follow  that  political  demarcation. 

Secretary  Taft.  Yes;  that  is  true.  But  ordinarily  when  you  are 
dealing  with  another  nation  and  the  question  of  jurisdiction  arises 
it  is  settled  by  treaty  and  not  by  act  of  Congress. 

Senator  Morgan."^  It  is  settled  here  temporarily  and  provisionally 
by  a  modus  vivendi. 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  So  we  have  the  agreement  of  that  Government 
consenting  to  this  arrangement  as  to  the  delimitation. 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  We  have  that. 

Secretary  Taft.  For  temporary  purposes. 

Senator  Morgan.  That  is  to  say,  the  agreement  is  a  temporary  one, 
but  for  the  purposes  of  jurisdiction? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  Now,  then,  if  we  put  a  declaration  in  any  bill  we 
offer  here  affirming  that  delimitation,  prescribing  the  boundaries  as 
they  are  fixed  there,  and  as  I  suppose  they  ouffht  to  be  properly  fixed, 
as  to  the  bays  and  also  as  to  the  cities,  that  ends  it  so  far  is  we  are  con- 
cerned, and  leaves  to  Panama  the  opportunity  (I  will  not  say  the 
right)  to  say  something  against  it.  Now,  acting  in  a  sense  of  perfect 
justice,  and  acting  with  the  consent  of  the  "  powers  that  be  "  there,  as 
we  have  in  respect  to  this  matter,  I  think  that  we  ought  to  put  an  end 
to  all  further  disputation  about  this  very  important  practical  question 
by  making  the  declaration  of  Congress  to  confirm  and  to  conform  to 
this  delimitation. 

Secretary  Taft.  For  practical  purposes,  I  have  no  doubt  that  the 
present  delimitation  will  continue  and  not  be  objected  to,  although 
there  is,  as  you  remember.  Senator,  and  as  you  yourself  pointed  out 
in  the  twelfth  article  of  this  modus  vivendi,  a  provision  that  makes  it 
a  modus  vivendi  in  not  affecting  the  permanent  construction  of  the 
treaty. 

Senator  Morgan.  Yes. 

Secretary  Taft.  But  I  think  practically  it  settles  the  matter  so  far 
as  the  boundaries  of  the  Zone  as  at  present  constituted  are  concerned. 
When  I  say  "  as  at  present  constituted,"  I  mean  so  far  as  we  now  an- 
ticipate we  may  need  territory  in  that  Zone.  But  I  beg  to  call  atten- 
tion to  the  fact  that  the  treaty  is  usefully  framed  to  extend  that  terri- 
torial jurisdiction  as  it  may  be  necessary  for  us  to  take  other  lands 
for  use  in  the  canal  construction,  and  that  the  same  jurisdiction  will 
attach  to  them  when  it  is  found  that  they  are  necessary  for  our  use 
as  now  attaches  to  the  Zone  as  delimited  by  General  Davis. 
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Senator  Morgan.  Now,  Mr.  Secretary,  the  right  of  extending  and 
expanding  our  jurisdiction  to  meet  future  necessities  is  provided  for 
in  the  Hay- Vanlla  treaty  ? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  The  right  to  do  that? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  The  question  as  to  the  extent  of  that  jurisdiction 
is  limited  only  by  one  expression  in  the  treaty,  so  far  as  I  remember. 
That  is  that  the'  United  States  has  the  right  to  extend  its  jurisdic- 
tion (that  means  possession  and  everything  connected  with  jurisdic- 
tion) over  othkr  areas  that  contribute  their  waters  to  the  canal,  or 
any  other  matters  that  may  be  necessary — for  instance,  contributions 
of  stone  or  anything  else  that  might  be  necessary — and  that  that  ques- 
tion is  left  to  the  United  States  to  determine  by  law. 

That  is  my  construction  of  that  treaty,  and  I  think  that  when  we 
arrive  at  a  construction  of  the  treaty  that  we  can  all  agree  to,  if  we 
can  agree  to  it,  we  ought  then  to  express  that  construction  in  regard 
to  these  matters  by  acts  of  Congress,  either  now  or  as  the  expansion 
of  the  w^ork  may  require  hereafter,  but  that  it  should  always  be  a 
matter  that  Congress  has  the  right  to  determine  within  the  meaning 
and  the  purpose  of  the  Hay-Varilla  treaty.  That  treaty  settles  our 
rights,  but  aoes  not  define  them  in  every  respect,  and  they  must  be 
defined^  in  my  judgment,  by  an  act  of  Congress.  That  settles  it; 
that  puts  our  courte,  our  Supreme  Court  and  all  our  courts,  under 
the  duty  of  following  this  political  declaration  (for  it  is  only  a  polit- 
ical declaration)  as  to  the  jurisdictional  powers  of  the  United  States. 

That  being  settled  in  our  courts,  and  being  settled  justly,  we  have  to 
take  the  risk  of  Panama  making  a  row  about  it,  and  I  have  not  any 
doubt  that  she  will  make  every  one  that  she  can  conjure  up.  I  have 
not  any  doubt  that  in  our  future  relations,  no  matter  how  pacific  and 
kindly  they  may  be,  there  will  always  be  enough  Spanish  assertion  and 
aggression  down  there  to  make  questions.  I  think  we  ought  to  settle 
them  as  we  go,  but  I  merely  wanted  to  get  your  views  a]S)ut  that,  to 
see  whether  we  probably  could  agree  or  do  agree  in  regard  to  the 
meaning  of  the  Hay-Varilla  treaty. 

Senator  Kittredge.  May  I  ask  a  question  there,  Senator  Morgan? 

Senator  Morgan.  Certainly. 

Senator  Kittredge.  As  I  understand  you,  Mr.  Secretary,  you  think 
that  this  matter  of  delimitation  should  be  determined  hj  treaty,  if 
there  is  any  necessity  for  so  doing,  rather  than  by  legislation  ? 

Secretary  Taft.  Yes,  sir ;  but  1  doubt,  now,  the  necessity  of  doing 
anything  more  than  we  have  done  thus  far.  In  other  words,  I  do 
not  think  that  Congress  need  delay  at  this  time.  I  think  we  are 
getting  along  very  well  as  to  the  delimitation.  Of  course  if  you 
could  do  everything  in  advance  it  might  facilitate  matters;  but  I 
think  that  is  one  of  the  things  that  could  be  delayed. 

Senator  Kittredge.  The  point  that  I  was  getting  at,  and  the  one 
that  I  suggested  to  Senator  Morgan  a  moment  ago,  was  whether  that 
subject  of  the  delimitation  of  the  cities  of  Panama  and  Colon,  as 
respects  the  Zone,  was  not  a  proper  subject  for  treaty  rather  than 
Congressional  action? 

Secretary  Taft.  I  think  so ;  yes,  sir. 
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Senator  Morgan.  Well,  as  I  am  in  disagreement  with  both  of  the 
gentlemen  upon  that  proposition,  I  wish  to  go  into  it  a  little  further, 
to  see  if  we  can  not  finally  come  to  a  ground  upon  which  we  can  agree. 

This  delimitation,  and  all  the  other  provisions  in  the  paper  we  call 
the  modus  vivendi,  have  been  settled  temporarily  and  provisionally. 
They  have  never  been  ratified  by  the  Senate,  so  that  they  are  not 
treaties.  They  have  never  been  submitted  to  the  Senate.  The  treaty 
power  does  not  come  in  to  aid  the  transaction  at  all. 

Secretary  Tait.  No,  sir. 

Senator  Morgan.  They  are  in  virtue  of  the  legislative  and  execu- 
tive powers  of  the  President.  Now,  has  either  party  the  legal  right, 
under  the  laws  of  nations,  to  recede  from  this  modus  vivendi  at  any 
time? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  And  at  their  own  will  ? 

Secretary  Taft.  Yes,  sir.  I  understand  that  that  is  really  what 
constitutes  a  modus  vivendi. 

Senator  Morgan.  Yes.  So  that  Panama  has  it  in  her  power  to 
change  these  delimitations  of  everything  and  all  of  the  provisions  of 
that  modus  vivendi  by  simply  notifying  us  that  she  revokes  the 
agreement? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  I  do  not  like  that  situation,  and  I  would  like 
very  much  to  remedy  it ;  and  I  venture  to  suggest  that  under  the  Hay- 
Varilla  treaty  the  real  remedy  for  it  is  by  an  act  of  Congress  and  not 
by  a  xjew  treaty.  I  very  much  deplore  the  effects  of  our  entering 
upon  new  negotiations  to  perfect  the  Hay-Varilla  treaty,  because  I 
have  had  assurances  from  that  region  of  the  world,  from  men  that  I 
think  are  entitled  to  be  heard,  at  least,  that  if  the  Hay-Varilla  treaty 
had  been  sent  back  there  for  ratification  with  any  amendment  on  it 
at  all  it  would  not  have  been  ratified;  that  there  was  an  opposition 
among  a  certain  set  there  (I  do  not  know  whether  it  is  the  luirals  or 
the  conservatives)  to  this  treaty,  which  will  manifest  itself  whenever 
we  undertake  to  improve  it  by  negotiations. 

And  I  think  that  it  is  a  very  important  duty  that  after  we  have 
ascertained  what  our  legal  rights  are,  as  fixed  by  that  treatv,  they 
should  be  declared  by  an  act  of  Congress,  so  as  to  put  an  enci  to  all 
doubt  as  to  the  effect  of  the  modus  vivendi,  or  any  part  of  it,  as  we 
may  prefer  to  designate.  It  is  in  that  view  that  I  really  brought 
the  subject  to  your  attention,  because  I  saw  (and  we  have  all  seen, 
of  course)  that  it  is  a  very  serious  matter  to  go  back  before  the 
Panama  Government  admitting  the  inefficiencies  and  imperfections 
of  the  Hay-Varilla  treaty,  which  would  be  necessary  in  the  event 
that  we  went  there  to  improve  it,  and  resorting  to  their  further  con- 
sent to  arranging  these  very  matters  that  you  nave  arranged  in  that 
modus  vivendi. 

I  propose  that  with  the  exception  of  the  postal  matters,  the  finance 
question,  and  a.  certain  phase  of  the  trade  question,  we  put  a  provision 
in  the  act  of  government  enacting  that  modus  vivendi  as  a  permanent 
establishment,  so  that  they  can  not  get  behind  itv  I  do  not  propo?* 
to  try  to  corral  them  and  put  them  in  by  threats,  or  anything  of  Uiat 
sort,* but  to  take  such  a  view  of  this  subject  as  the  Congress  of  the 
United  States  and  the  President  (for  he  has  to  act  upon  everything 
we  do)  shall  be  willing  to  adopt  as  being  entirely  just  and  entirely 
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within  the  limits  of  the  treaty  specifications.  But  the  expression  is 
in  an  act  of  Congress,  and  that  asserts  the  political  power  of  the  Gov- 
ernment of  the  United  States  to  define  in  actual  legislation  what  that 
treaty  means. 

Senator  Dryden.  Senator  Morgan,  how  could  you  bind  the  other 
party  by  an  act  of  our  Congress? 

Senator  Morgan.  Because  the  delimitation  that  is  made  there  (and 
I  will  take  that  as  a  mere  illustration  of  the  answer  I  propose  to 
make  to  you,  for  there  are  several  points  that  it  would  reach  to)  is, 
in  my  judgment,  entirely  within  the  power  of  Congress;  and  that  is 
the  most  difficult  question  we  have  to  deal  with — ^the  delimitation  of 
bays  and  the  cities.  I  believe  it  is  entirely  within  the  power  of  Con- 
gress under  the  Hay-Varilla  treaty,  and  exactly  in  conformity  with 
the  treatv,  that  we  should  make  the  delimitation  by  act  of  Congress. 

Extending  that  view  to  the  other  questions,  it  would  seem  to  be- 
come very  much  more  apparent  that  we  certainly  have  a  right  to 
establish  the  postal  system  in  that  Zone  without  any  sort  of  consent 
or  arrangement  with  the  Panama  Government.  We  have  the  right 
under  the  treaty  to  admit  ships  and  to  protect  them  while  they 
are  in  the  harbor,  and  also  to  regulate  all  of  their  commercial  trans- 
actions in  respect  to  clearances,  etc.  We  have  the  right  to  regulate 
the  currency  in  that  Zone,  and  Panama  has  no  right  under  that  treaty 
to  interfere  with  it  in  any  respect  at  all,  or  to  participate  in  any 
enactment  that  may  be  necessary  to  establish  a  proper  nscal  system 
in  that  Zone,  and  so  on.  These  rights  are  much  clearer  than  the  one 
I  speak  of  in  regard  to  the  delimitation. 

At  the  same  time,  I  believe  that  the  right  of  delimitation  by  act 
of  Congress  is  perfectly  clear;  and  I  think  that  is  made  more  em- 
phatic for  the  reason  that  the  Senate,  for  reasons  that  they  considered 
sufficient,  thought  it  unnecessary,  in  view  of  the  treaty,  that  we 
should  take  action  by  way  of  amending  the  treaty,  because  the  treaty 
provided  for  it.  That  was  our  view  of  it.  That  was  the  view  on 
which  that  treaty  was  ratified,  and  I  can  establish  that  by  the  rec- 
ords— that  we  had  the  right  to  do  it.  It  was  not  necessary  to  im- 
prove the  treaty  by  any  further  stipulations  in  order  to  get  the 
right,  for  we  had  it. 

These  questions  being  covered,  as  I  conceive,  by  the  rights  granted 
to  us  by  the  Hay-Varilla  treaty,  nothing  remains  to  us  but  to  legis- 
late to  define  them,  and  I  think  that  duty  is  absolutely  incumbent 
upK)n  us  in  order  to  settle  all  questions  that  may  hereafter  possibly 
arise.  And  I  wish,  in  this  connection,  to  call  the  attention  of  the 
committee  more  particularly,  and  that  of  Judge  Taft  also,  to  the 
fact  that  this  treaty  makes  "a  provision  that  might  as  well  be  called 
"  express  "  as  by  any  other  term  at  all,  by  which  Panama  has  the 
right,  without  consulting  the  United  States,  to  merge  her  Govern- 
ment into  any  government  in  the  world.  She  can  go  to  Colombia; 
she  can  go  to  China;  she  can  go  to  Japan;  she  can  go  to  Great 
Britain;  she  can  go  to  France.  She  can  do  it  overnight,  without 
asking  our  consent  at  all. 

That  I  may  call  an  express  provision  of  the  treaty,  because  it  says 
that  in  the  event  of  such  an  occurrence  the  rights  that  are  reserved 
to  us  under  the  Hay-Varilla  treaty  shall  not  be  impaired  thereby. 
She  can  leave  us  standing  alone  in  the  possession  of  that  Zone,  with 
any  foreign  government  that  you  can  mention  that  she  chooses  to 
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adopt  in  possession  of  the  sovereignty  of  Panama,  by  her  merger  into 
that  government.  Already  Costa  Kica  has  been  making  overtures 
to  Panama  for  consolidation  of  their  governments.  Already  she  has 
been  at  it.  There  has  been  a  deep  scheme  of  diplomacy — and  I  am 
somewhat  disposed  to  think  that  the  great  probability  is  that  Porfirio 
Diaz  would  not  have  any  objections  to  such  an  arrangement — ^which 
would  result  in  running  up  the  Isthmus  to  Mexico.  That  is  neither 
here  nor  there,  of  course;  but  it  is  a  suggestion  that  has  arisen  out 
of  the  diplomatic  effort  of  Costa  Rica  and  Panama  in  exchanging 
notes  on  the  subject  which  ought  to  admonish  us  that  there  is  not 
only  such  a  possibility,  but  there  is  even  such  a  probability. 

1\Tienever  Panama  desires  to  merge  her  political  existence  in  any 
other  government,  as  she  may  do  under  the  treaty,  I  want  the  border 
lines  and  everj^  other  matter  that  is  within  the  purview  of  this  Hay- 
Varilla  treaty  so  established  by  acts  of  Congress  that  no  great  govern- 
ment that  may  come  into  possession  of  that  territory,  with  great 
power,  could  controvert  witn  us  on  this  question  or  on  any  of  these 
questions.     I  want  them  settled. 

Senator  Kittredge.  May  I  ask  the  Secretary  a  few  questions?  I 
am  obliged  to  leave  rather  early  this  afternoon. 

Senator  Morgan.  Certainly. 

Senator  Kittredge.  Mr.  Secretary,  this  morning  you  and  Senator 
Morgan  discussed  the  question  of  power  in  the  canal  government  to 
expel  undesirable  characters  from  the  Zone. 

Secretary'  Taft.  Yes,  sir. 

Senator  Kittredge.  Would  the  situation  be  aided  in  any  way  by  an 
enactment  of  Congress  upon  the  subject? 

Secretary  Taft.  Yes,  sir. 

Senator  Kittredge.  Or  is  there  sufficient  power  in  the  Commis- 
sion, if  the  President  designates  the  Commission  as  the  legislative 
body,  to  so  enact? 

Secretary  Tait.  If  you  pass  the  other  bill,  then  there  is  no  doubt, 
I  think,  that  the  Commission  would  have  the  same  power  that  Con- 
gress would  have  in  excluding  from  the  Territory  people  coming  in 
who  were  undesirable  as  resioents. 

Senator  Kittredge.  Then,  if  Congress,  at  this  session,  enacts  such 
a  law  substantially  as  the  law^  of  April  28j  1904,  it  will  be  unneces- 
sary, in  your  judgment,  for  legislation  specifically  upon  that  subject? 

Secretary  Taft.  Yes,  sir.  I  think  tnat  it  would  be  wiser,  with 
deference  to  Senator  Morgan,  to  make  a  treaty  in  respect  to  extra- 
dition for  misdemeanors,  and  to  have  the  treaty  specify  that  as  be- 
tween the  governor  of  the  Zone  and  the  President  of  the  Republic 
orders  of  requisition  might  issue  without  any  further  formality. 

Senator  Kittredge.  \es. 

Senator  Tauab-erro.  In  the  exercise  of  this  jurisdiction,  Mr.  Sec- 
retary, should  not  the  territorial  boundaries  of  the  Zone  be  well  un- 
derstood and  permanently  established  ? 

Secretary  Taft.  I  think  if  it  could  be  done  by  treaty — I  would  not 
make  them  inelastic,  because  I  think  it  is  very  likely  that  we  shall 
want  more  land.  If  you  build  either  the  (jamboa  or  the  Alha- 
juela  dam,  for  instance,  I  am  told  (I  can  be  corrected  about  that  if 
I  am  wrong)  you  will  probably  have  to  flood  your  water  back  5 
miles  from  the  axis  of  the  canal;  and  if  you  do  that  you  must  exer- 
cise jurisdiction  over  that  additional  property. 
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Senator  Morgan.  Had  we  not  better  have  the  treaty  read  on  that 
subject  right  here,  to  go  in  connection  with  what  is  being  said  ? 

Secretary  Taft.  I  have  it  right  here,  Senator  [reading] :  "  The 
Republic  of  Panama  further  grants  to  the  United  States  in  perpe- 
tuity the  use,  occupation,  and  control  of  any  other  lands  and  waters 
outside  of  the  Zone  above  described  which  may  be  necessary  and  con- 
venient for  the  construction,  maintenance,  operation,  sanitation,  and 
protection  of  the  said  canal  or  of  any  auxiliary  canals  or  other  works 
necessary  and  convenient  for  the  construction,  maintenance,  sanita- 
tion, and  protection  of  the  said  enterprise." 

Then  in  the  third  article : 

"  The  Republic  of  Panama  grants  to  the  United  States  all  the 
rights,  power,  and  authority  w^ithin  the  Zone  mentioned  •  *  ♦ 
and  within  the  limits  of  all  auxiliary  lands  and  waters  mentioned 
and  described  in  said  Article  II." 

So  that  by  this  we  have  the  right  to  extend.  Now,  if  we  can  fix 
what  the  Zone  is,  and  still  retain  this  right,  then  the  situation  would 
be  just  exactly  what  it  ought  to  be. 

Senatcflr  Taliaferro.  Well,  is  there  and  difficulty  about  that? 

Secretary  Taft.  I  do  not  think  there  is ;  no,  sir. 

Senator  Morgan.  Do  you  mean  by  treaty? 

Secretary  Taft.  Yes,  sir. 

Senator  Taliaferro.  Mr.  Secretary,  why  do  we  need  a  further 
treaty  to  fix  the  boundaries  of  the  Zone?  They  are  fixed,  as  I  under- 
stand it  now,  under  the  existing  treaty. 

Secretary  Taft.  No,  sir ;  they  are  not  fixed  in  any  such  way. 

Senator  Taliaferro.  You  call  it  temporary  ? 

Secretary  Taft.  Yes,  sir. 

Senator  Taliaferro.  The  arrangement  may  be  temporary,  but 
why  are  not  the  lines  permanent? 

iSecretary  Taft.  Because  they  could  withdraw  now,  under  the  ar- 
rangement which  we  made.  It  is  not  binding  permanently — ex- 
pressly not ;  and  they  could  withdraw,  and  say :  "  It  is  true  we 
wanted  to  get  along  with  General  Davis,  and  for  the  time  we  did  not 
regard  these  things  as  important;  but  now  we  think  that  we  are 
entitled  to  this  harbor  out  at  Naos  and  Flamenco,"  for  instance — I 
will  just  take  that  as  an  illustration.  "  We  need  that,  and  that  was 
part  of  the  harbor  of  Panama;  and  as  you  can  not  use  your  modus 
vivendi  to  define  by  construction  what  the  treaty  meant,  we  are  still 
entitled  to  claim  that."  Now,  they  claim  that,  and  we  claim  it;  and 
we  are  in  the  situation  where  it  could  be  settled  by  treaty,  or  by  the 
*•  strong  arm  "  either. 

Senator  Taliaferro.  Well,  I  would  rather  have  the  treaty  than  the 
strong  arm. 

Secretary  Taft.  I  think  it  is  better  to  have  the  treaty;  and  it 
seems  to  me  that  the  act  of  Congress  that  is  suggested  partakes  a  little 
more  of  the  strong  arm  than  the  treaty.    That  is  all. 

Senator  Taliaferro.  Mr.  Secretary,  is  it  not  important  for  the 
exercise  by  this  Government  of  jurisdiction  of  whatever  character 
over  that  Zone  that  the  limits  of  the  Zone  should  be  defined  ? 

Secretary  Taft.  Undoubtedly,  Senator;  undoubtedly.  It  is  im- 
possible to  get  along  without  that.  That  is  the  truth  of  it;  and  this 
modus  vivendi  has  ]ust  been  a  bridge,  a  crutch,  so  to  speak,  to  help 
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US  along.  I  think  it  is  a  rather  useful  crutch.  I  mean  I  do  not 
think  it  is  likely  to  be  interfered  with,  but  if  you  can  by  treaty  fix  it 
I  think  it  woul3  be  a  great  deal  better. 

Senator  Taliaferro.  Why  has  not  the  treaty  side  of  the  question 
been  taken  up,  Mr.  Secretary? 

Secretary  Taft.  Because  we  have  had  so  much  else  to  do  and  be- 
cause we  have  been  awaiting  the  action  of  Congress,  really.  That  is 
the  reason.  I  should  recommend  to  the  President,  and  shall  do  so 
the  moment  that  Congress  adjourns  and  the  type  of  the  canal  is  fixed, 
that  we  go  ahead,  through  the  State  Department,  and  seek  to  nego- 
tiate a  treaty. 

Senator  Taliaferro.  If  we  could  get  some  treaty  arrangement 
before  this  Congress,  you  know,  it  could  be  considered  in  connection 
with  legislation  that  is  to  be  presented,  and  the  whole  thing  might  be 
closed  up  at  this  session. 

Secretary  Taft.  I  will  bring  that  matter  to  the  attention  of  the 
President  and  the  Secretary  of  State  at  once,  if  you  desire;  and  I 
think  it  would  be  a  good  thing. 

Senator  Taliaferro.  Well,  I  do  not  care  to 

Secretary  Taft.  Well,  I  will  not  say  "  if  you  desire  it."  I  will  do 
so  at  any  rate,  assuming  that  that  would  not  meet  with  objection. 

Senator  Taliaferro.  Yes;  I  do  not  see  why  any  member  of  the 
committee  should  not  prefer  that  this  thing  should  be  done  by  a 
treaty  if  it  can  be  done. 

Secretary  Taft.  Yes,  sir ;  I  do  not  think  that  they  are  in  a  frame 
of  mind  where  they  would  object  to  it.    That  is  my  judgment. 

Senator  Kittredge.  Yesterday  in  your  statement  you  suggested 
the  payment  of  the  4|  per  cent  interest  first-mortgage  bonds  of  the 
railway  company,  which  mature  October  1, 1917. 

Secretary  Taft.  Yes,  sir. 

Senator  Kittredge.  In  your  judgment,  is  it  necessary  to  do  any 
more  than  make  an  appropriation  to  cover  the  amount  of  bonds  out- 
standing, with  the  5  per  cent  premium? 

Secretary  Taft.  No,  sir. 

Senator  Kittredge.  And  the  interest  to  that  date? 

Secretary  Taft.  That  is  all. 

Senator  Kittredge.  The  mortgage  requires  a  notice  to  be  given? 

Secretary  Taft.  Yes,  sir;  that  has  b^n  done. 

Senator  Kittredge.  Would  it  be  necessary  for  Congress  to  legislate 
upon  that  subject? 

Secretary  Taft.  No,  sir. 

Senator  Kittredge.  Or  can  you  and  will  you  look  after  that? 

Secretary  Taft.  I  have  already  taken  steps  to  do  that.  The 
notice  has  to  be  three  months,  as  I  recollect  it. 

Senator  Kittredge.  I  was  going  to  ask  you  that.  As  I  read  this, 
it  is  a  notice  of  at  least  sixty  days  next  preceding  the  day  of  redemp- 
tion. 

Secretary  Taft.  Is  it  sixty  days?     I  thought  it  was  three  months. 

Senator  Kittredge.  I  show  you  article  7 — it  is  not  a  material 
matter,  but  simply  to  have  it  fixed. 

Secretary  Taft.  Yes,  sir.  I  will  read  this  into  the  record,  if  it 
meets  your  view,  Senator. 

Senator  Kittredge.  Yes. 

Secretary  Taft  (reading).  "Article  7.  It  is  agreed  that  the  rail- 


INVESTIGATION   OF   PANAMA   CANAL   MATTEBS.  2749 

road  company  shall  have  the  right,  which  is  hereby  expressly  reserved 
by  it,  to  call  in,  pay,  and  redeem  on  any  interest  date  after  the  1st 
day  of  October,  1902  "— 

And  those  interest  dates  are  the  1st  of  April  and  the  1st  of 
October — 

"  and  during  the  remaining  term  of  said  bonds,  any  or  all  of  the 
bonds  issued  hereunder  and  secured  hereby,  at  106  per  cent  and 
accrued  interest  to  the  date  fixed  for  redemption,  which  shall  be  the 
1st  day  of  April  or  October,  in  the  following-described  manner, 
namely:  Whenever  and  as  often  as  the  railroad  company  desires  to 
pay  and  redeem  any  of  said  bonds  it  shall  deposit  with  the  trustees 
a  sum  suiBcient  to  pay  and  redeem  the  desired  number  of  said  bonds 
at  the  said  price,  and  the  trustees  shall  thereupon  proceed  to  draw  by 
lot  out  of  the  whole  number  of  bonds  then  outstanding,  and  in  such 
manner  as  they  may  deem  best,  such  a  number  of  said  bonds  as  the 
amount  of  money  so  deposited  will  suffice  to  redeem  at  par  " — 

Of  course  if  you  deposit  it  all  it  is  not  necessary  to  resort  to  the 
selection  of  any — 

"  and  accrued  interest  to  the  date  fixed  for  redemption,  with  5 
per  cent  added  to  the  principal  thereof;  and  the  bonds  so  drawn 
shall  be  paid  and  redeemed  by  the  trustees  at  said  price  on  the  date 
fixed  for  such  redemption;  and  the  trustees  shall  cause  a  notice  of 
such  payment  and  redemption  to  be  published  at  least  once  a  week 
for  at  least  sixty  days  next  preceding  such  date  of  redemption  in  at 
least  one  newspaper  of  general  circulation  published  in  the  city  of 
New  York.  On  and  from  the  date  named  in  the  notice  of  such  pay- 
ment and  redemption  all  interest  upon  the  bonds  so  drawn  shall  cease 
and  determine,  and  all  the  coupons  representing  all  the  interest  there- 
after to  accrue  thereon  shall  irom  that  day  thenceforth  and  forever 
thereafter  be  void  and  of  no  force  and  effect,  and  the  railroad  company 
shall  not  be  thenceforth  liable  for  any  of  the  said  interest.  All 
bonds  so  paid  and  redeemed,  together  with  all  coupons  thereto  be- 
longing, shall  thereupon  be  canceled  by  the  trustees  and  delivered  to 
the  railroad  company  so  canceled,  and  shall  no  longer  be  entitled  to 
the  benefits  of  this  mortgage,  or  an  obligation  of  the  railroad  com- 
pany." 

Senator  Kittredge.  I  assume  that  that  article  contemplates  formal 
action  on  the  part  of  the  railway  directors? 

Secretary  Taft.  Yes,  sir ;  and  that  will  be  taken. 

Senator  Kjttkedge.  Now,  in  regard  to  the  subsidy  bonds  that  are 
outstanding.    As  I  recollect,  they  bear  interest  at  6  per  cent? 

Secretary  Taft.  Yes,  sir. 

Senator  Kittredge.  Do  you  advise  that  an  appropriation  be  made, 
so  that  if  you  can  secure  those  bonds  by  purchase  you  may  have  the 
funds  with  which  to  do  it? 

Secretary  Taft,  Yes,  sir.  It  would  relieve  us  of  some  responsi- 
bility if  you  fixed  a  rate  at  which  we  might  purchase,  but  I  would  be 
willing  to  accept  it  even  if  you  just  appropriate  the  par  value  of  the 
bonds  and  let  us  buy  as  we  find  we  can. 

Senator  Kittredge.  What  is  your  recommendation  about  that,  Mr. 
Secretary? 

Secretary  Taft.  My  understanding  is  that  the  bonds  can  probably 
be  bought ;  they  run  for  so  short  a  time,  you  see.  They  expire  under 
the  amortization  plan  in  1908. 
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Senator  Kittredge.  On  March  27,  is  it  not? 

Secretary  Taft.  I  do  not  remember  the  exact  date.  After  that 
there  is  nothing  for  the  United  States  to  pay.  It  now  receives  the 
5^25,000  from  the  railroad  company ;  it  then  would  receive  the  $225,000 
which,  through  the  railroad  company,  it  would  be  obliged  to  pay; 
so  that  the  whole  thing  cancels  itself. 

Senator  Kittredge.  Why  is  it  necessary,  Mr.  Secretary,  or  advis- 
able, to  make  that  payment  to  the  United  States? 

Secretary  Taft.  Simply  because  we  preserve  the  corporate  entity. 
and  we  go  through  the  form  of  depositing  in  the  Treasury  that  which 
is  due  from  the  railroad  company,  preserving  the  separate  existence 
of  the  railroad  company  for  convenience ;  that  is  all. 

Senator  Kittredge.  As  I  recollect,  your  recommendation  yesterday 
was  that  that  identity  be  preserved  ? 

Secretary  Taft.  l^es,  sir ;  but  it  is  not  necessary  for  us  to  pay — ^I 
think  we  could  without  legislation  agree  with  the  railroad  company 
that  no  payment  thereafter  should  be  made,  in  view  of  the  conditions ; 
nobody's  right  would  be  prejudiced  bv  such  an  arrangement,  after 
1908.  ' 

Senator  Kittredge.  The  point  of  my  question  was  whether  there 
was  any  reason  for  making  this  pajnnent  in  addition  to  the  complete 
preservation  of  the  identity  of  the  railway  property.  Is  there  any 
further  reason  than  that? 

Secretary  Taft.  No,  sir. 

Senator  Kittredge.  I  did  not  understand,  Mr.  Secretary,  that  you 
made  a  recommendation 

Secretary  Taft.  With  respect  to  the  subsidy  bonds? 

Senator  Kittredge.  With  reference  to  the  subsidy  bonds. 

Secretary  Taft.  No  ;  I  did  not,  because  I  had  not  made  up  my  mind 
definitely  and  did  not  really  have  information  sufficient  to  enable  me 
to  say  what  could  be  done  with  the  subsidy  bonds,  and  the  statement 
that  I  have  made  as  to  what  could  be  done  is  rather  a  matter  of  in- 
ference than  a  matter  of  actual  information. 

Senator  Kittredge.  There  is  no  right  under  the  bonds  to  pay  them 
before  they  become  due  ? 

Secretary  Taft.  No,  sir ;  I  believe  not. 

Senator  Kittredge.  And  in  the  light  of  that  fact,  it  is  only  possi- 
ble to  secure  them  by  purchase  ? 

Secretary  Taft.  That  is  all. 

Senator  Kittredge.  Have  you  any  information  as  to  at  what  price 
or  premium,  if  any,  they  could  be  purchased  ? 

Secretary  Taft.  I  am  not  sure  whether  Mr.  Drake  told  me  about 
that  or  not,  but  it  runs  through  my  mind  that  he  said  that  he  thought 
there  might  be — well,  I  can  ascertain  and  advise  the  committee,  and 
I  will. 

Senator  Kittredge.  As  I  understand,  Mr.  Drake,  is  to  be  here  next 
Tuesday,  so  you  need  not  bother  about  that,  Mr.  Secretary. 

Secretary  Taft.  You  can  ask  him ;  yes,  sir. 

Senator  iloROAX.  Mr.  Secretary,  I  wish  to  recall  your  attention,  if 
you  please,  for  a  moment,  to  the  sections  of  the  Bunau-Varilla  treaty 
which  you  have  just  read  in  regard  to  those  parts  of  our  optionid 
rights  outside  of  the  Canal  Zone.  You  have  not  undertaken  to  ne- 
gotiate or  agree  with  the  Panama  Government  in  regard  to  any  of 
those  matters  at  all  ? 
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Secretary  Taft.  No.  sir. 

Senator  Morgan.  Thev  are  left  entirely  open? 

Senator  Taliaferro.  Mr.  Secretary,  General  Morgan  was  out  when 
you  made  the  suggestion  that  you  would  recommend  to  the  President 
and  the  Secretary  of  State  taking  up  this  matter  of  fixing  the  boun- 
daries of  the  Zone. 

Secretary  Tafi.  Yes,  sir. 

Senator  Morgan.  He  was  out  when  that  was  done.  It  might  be 
well  for  you  to  repeat  that 

Secretary  Taft.  Senator  Morgan,  Senator  Taliaferro  asked  me 
whether  I  did  not  think  it  might  be  wise  at  this  time  for  the  Execu- 
tive to  initiate  negotiations  toward  the  making  of  a  treaty  fixing  the 
boundaries,  because  he  suggested  that  it  might  be  taken  up  for  ratifi- 
cation by  the  Senate  at  the  same  time  that  legislation  with  respect 
to  the  Zone  was  being  considered,  and  the  whole  thing  might  be  dis- 
posed of.  I  said  to  him  that  I  saw  no  objection  to  tnat  at  all,  and 
that  if  the  committee  did  not  object  I  would  recommend  to  the  Sec- 
retary of  State  that  such  a  matter  be  initiated. 

Senator  Morgan.  I  very  much  apprehend  difficulty  and  danger 
from  taking  up  any  new  negotiation  with  Panama  about  any  matter 
that  can  be  considered  as  being  settled  bv  this  treaty,  so  as  to  author- 
ize us  to  proceed  with  legislation  to  define  our  rights.  I  am  afraid 
of  a  new  crop  of  Bunau-  v  arillas  and  other  busy  gentlemen  in  inter- 
fering with  our  rights  down  there,  and  I  do  not  want  to  take  the  risk 
of  it. 

Senator  Taliaferro.  While  we  are  in  agreement  on  the  temporary 
arrangement  that  you  speak  of  as  the  modus  vivendi,  is  it  not  likely 
that  we  could  make  the  provisions  of  that  agreement  permanent,  and 
tliereby  fix  the  boundaries  of  the  Zone  ? 

Senator  Morgan.  I  have  no  opinion  to  express  as  to  the  probabil- 
ity of  our  making  it  permanent :  but  I  was  about  to  ask  the  Secretary 
the  question  whether  this  was  in  any  sense  a  permanent  agreement. 
Have  we  the  right  to  say  to  them  that  it  is  a  permanent  agreemont 
and  is  so  understood  by  us  ? 

Secretary  Taft.  No,  sir.  I  think  I  already  answered  that  ques- 
tion. 

Senator  Morgan.  You  have  already  answered  that;  yes.  So  that 
as  to  the  permanency  of  the  agreement,  that  depends  entirely  upon 
the  mutual  consent  of  the  parties;  either  party  can  depart  from  it  at 
any  moment  they  see  fit. 

Senator  Taliaferro.  And  hence  the  importance  of  trying  to  make 
it  permanent. 

Senator  Morgan.  That  may  demonstrate  the  importance  of  trying 
to  abolish  it,  if  it  is  not  right,  by  act  of  Congress.  There  is  no  time 
in  prospect,  as  I  understand  it,  Mr.  Secretary,  when  you  would  revoke 
either  one  of  these  twelve  provisions,  I  believe  it  is,  in  the  modus 
A  ivendi  ? 

Secretarv  Tafi.  No,  sir ;  not  if  I  could  help  it. 

Senator  "Morgan.  I  would  revoke  several  of  them  now,  and  do  it  by 
act  of  Congress.  One  of  them  is  that  relating  to  the  postal  system  in 
the  Zone.  That  arrangement  seems  to  be  predicated  upon  the  asser- 
tion by  the  Panama  Government  that  they  need  all  of  their  postal 
revenues  to  sustain  their  post-offices;  that  they  are  poor,  and  they 
want  all  the  revenue  they  can  get.     Now,  I  do  not  understand  that 
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the  Executive,  either  in  his  powers  as  President  or  in  his  diplomatic 
powers,  has  any  authority  to  exclude  the  postal  system  of  the  United 
States  from  any  part  of  the  territory  that  is  under  our  jurisdiction. 
In  other  words,  I  do  not  believe  tliat  the  President  of  the  United 
States  has  the  right  to  negotiate  with  any  country  to  arrange  the 
postal  system  in  Florida  or  in  Xew  York  with  any  other  country  and 
to  make  a  decree  that  the  laws  should  be  changed*  with  regard  to  our 
great  postal  system  so  as  to  accommodate  themselves  to  that  new  situ- 
ation. 

I  am  addressing  myself  to  the  question  of  the  power  of  the  Presi- 
dent of  the  United  States  to  make  any  change  in  the  laws  of  Congress 
respecting  postal  affairs,  and  so  I  feel  that  L  am  obliged  to  antagonize 
this  postal  system  in  the  Zone,  no  matter  how  convenient  it  mav  be  or 
no  matter  how  much  it  may  contribute  to  the  prosperity  of  the  Repub- 
lic of  Panama,  or  to  its  convenience,  by  making  a  change.  I  think 
that  that  ought  to  be  done  entirely  and  explicitly  by  an  act  of  Con- 
fress,  and  that  the  President  has  no  power  over  it  at  all.  That  is  my 
judgment  about  it,  and  so  I  would  put  an  end  to  that  by  declaration 
m  a  bill  that  we  may  offer  to  the  Senate  of  the  United  States. 

Senator  Taliaferro.  My  observations  a  moment  ago  as  to  that 
modus  Vivendi,  Senator  Morgan,  were  addressed  particularly  to  the 
marking  of  the  Zone — the  fixing  of  the  boundaries  of  the  Zone. 
Senator  Morgan.  Yes. 

Secretary  Taft.  Now,  Senator,  I  suppose  I  have  the  privilege  of 
making  a  response  to  your  statement  with  reference  to  the  postal 
matters? 
Senator  Morgan.  "Why,  of  course. 

Secretary  Taft.  With  deference  I  should  differ  from  the  state- 
ment, because  it  assumes  that  Congress  has  attempted  to  legislate  with 
respect  to  the  postal  matters  in  the  Zone.  The  postal  laws  do  not 
expressly  apply,  as  I  recollect  them,  to  the  jurisdiction  exercised  by 
the  United  States  in  the  Zone  any  more  than  they  did  to  the  Philip- 
pines, or  any  more  than  they  did  in  Porto  Rico,  or  any  more  than  they 
did  in  Cuba  at  the  time  we  had  control.  The  postal  systems  were 
extended  there,  but  they  were  extended  under  the  executive  power,  or 
imder  the  special  power  for  the  government  of  those  particular  places. 
In  the  Philippines  the  United  States  does  not  control  the  postal 
service;  it  is  conducted  under  the  government  of  the  Philippines. 
I  say  "  the  United  States  "  there,  meaning  by  direct  Congressional 
legislation.  And  it  seems  to  me  that  the  same  rule,  therefore,  applies 
to  the  postal  service  in  a  country  which  is  not  directly  affectea  by 
the  postal  acts  under  their  terms. " 

Senator  Morgan.  I  think,  Mr.  Secretary,  that  the  analogy  does  not 
hold  in  the  case  of  Cuba,  because  that  island,  during  all  tlie  time  of 
our  occupation,  was  under  military  government,  and  it  is  one  of  the 
powers  of  a  military  ruler  to  establish  postal  communication  within 
the  limits  of  his  command.  Necessarily  the  power  inheres  in  the  ruler. 
As  to  the  Philippines,  after  peace  has  been  declared  (if  it  has  ever 
been  declared  there),  after  the  military  occupation  has  ceased  (if  it 
has  ever  ceased),  I  would  hold  that  "that  being  our  property  and 
being  subject  to  our  sovereign  jurisdiction,  as  Cuba  is  not  and  was 
never  intended  to  be,  it  would  be  a  very  decided  stretch  of  executive 
authority  to  undertake  to  rule  the  postal  system  of  the  Philippines, 
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either  by  extending  the  postal  system  of  the  United  States  into 
them  or  by  refusing  to  do  it,  and  leaving  it  entirely  to  the  government 
of  the  Philippines  to  establish  its  own  postal  arrangements.  I  think 
that  the  power  of  Congress  must  come  in  there  to  enable  the  President 
to  extend  the  postal  system  over  any  part  of  the  country  that  is  in 
our  civil  possession — full,  complete,  governmental,  civil  possession. 
We  differ,  probably,  upon  that  point  of  law. 

Secretary  Taft.  Yes,  sir. 

Senator  Taliaferro.  I  presume,  Mr.  Secretary,  that  this  postal 
arrangement  was  purely  temporary? 

Secretary  Taft.  Yes^  sir. 

Senator  Taliaferro.  It  was  a  makeshift  until  we  knew  definitely 
what  we  would  do  there? 

Secretary  Taft.  Yes,  sir;  it  was  purely  a  modus  vivendi. 

Senator  Morgan.  This  arrangement  that  the  Senator  from  Florida 
(Senator  Taliaferro)  calls  a  makeshift  (I  think  with  a  great  deal  of 
propriety)  is  only  of  that  character,  and  it  can  not  be  made  perma- 
nent except  in  one  of  two  ways — one  by  a  declaration  of  Congre-ss, 
and  the  other  by  permanent  treaty  with  Panama. 

Secretary  Taft.  I  do  not  know,  really,  that  it  is  necessary  to  have 
any  treaty  with  Panama  on  the  subject  at  all.  I  quite  agree  with 
you  that  a  postal  system  within  the  Zone  is  not  a  matter  with  respect 
to  which  the  Republic  of  Panama  has  ordinarily  anything  at  all  to 
do.  But  Panama  and  the  Zone  are  so  close  together,  and  there  is 
such  great  confusion  growing  out  of  the  close  relation  of  Ancon  and 
Panama  on  the  one  hand  and  Cristobal  and  Colon  on  the  other,  that 
practically,  for  purposes  of  mailing  from  other  countries,  they  are 
almost  the  same  countrj^;  and  it  adds  greatly  to  the  convenience  if 
you  can  have  the  same  arrangement  with  respect  to  both. 

But  it  is  not  a  necessary  part  of  a  treaty.  Indeed,  it  is  no  part  of 
a  treaty,  except  that  with  reference  to  the  rates  Congress  has  author- 
ized the  Postmaster-General  to  make  a  convention  with  every  other 
country  in  the  world,  and  to  that  extent  derogated  from  the  treaty- 
making  power  of  the  Senate;  and  that  can  be  conducted  by  the 
Postmaster-General  now,  as  it  has  been  already,  indeed,  with  refer- 
ence to  the  Republic  of  Panama. 

Senator  Taliaferro.  In  other  words,  if  the  lines  of  the  Zone  are 
definitely  and  permanently  established,  this  question  of  the  postal 
service  will  take  care  of  itself,  through  the  proper  Department? 

Secretary  Taft.  Yes,  sir;  there  is  no  trouole  about  that  at  all. 

Senator  Morgan.  The  subject  seems  to  have  gotten  to  be  a  very 
much  more  aggravated  one  in  its  form  when  you  came  to  what  ^you 
call  the  "  fierce  discussion  "  about  opening  the  ports  of  the  United 
States  at  the  termini  of  the  canal,  Cristobal  and  Ancon. 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  That  is  a  question  in  which  foreign  governments 
are  concerned,  as  well  as  the  two  neighboring  Governments? 

Secretary  Taft.  Yes,  sir.  If  you  will  permit  me,  Senator,  they 
have  been  concerned  in  this:  The  question  was  whether  we  should 
recognize  consuls  of  foreign  governments  with  power  to  act  in  those 
ports,  and  whether  we  should  clear  and  enter  vessels ;  and  the  modus 
vivendi  gave  us  the  right  without  discussion.  I  do  not  mean  the  mat- 
ter of  recognizing  foreign  consuls;  that  we  took  at  any  rate.    That 
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is  a  fact,  that  there  is  a  number  of  consuls — ^I  do  not  know  that  all 
of  them  are — who  were  recognized  as  consuls  in  Ancon  who  are  also 
recognized  as  consuls  in  the  fiepublic  of  Panama  in  Panama. 

Senator  Morgan.  That  is  not  uncustomary  as  to  consuls.    One  con- 
sul can  serve  two  governments. 
•  Secretary  Taft.  Yes,  sir;  or  represent  one  government  in  two. 

Senator  Morgan.  Yes;  that  is  easy  enou^.  When  it  comes  to 
the  clearance  of  ships,  that  is  a  separate  and  quite  a  distinct  question 
from  the  other. 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  That  is  a  property  question. 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  Now,  if  I  understand  this  agreement,  a  ship  that 
enters  into  Ancon  or  into  Cristobal  must  get  its  clearances  from  the 
Panama  authorities? 

Secretary  Taft.  No,  sir. 

Senator  Morgan.  I  misunderstood  it,  then. 

Secretary  Taft.  I  think  you  have. 

(Senator  Morgan  examined  his  papers  for  the  agreement  referred 
to.) 

Secretary  Taft.  Do  you  find  the  provision,  Senator? 

Senator  Morgan.  No,  sir ;  I  do  not. 

Secretary  Ta^p.  I  will  read  it.  One  of  the  provisos  of  section  2 
is — perhaps  I  had  better  read  section  2. 

Senator  Morgan.  Yes. 

Secretary  Taft  (reading)  :  "  In  view  of  the  proximity  of  the  port 
of  Ancon  to  the  port  of  Panama,  and  the  port  or  Cristobal  to  the  port 
of  Colon,  the  proper  customs  or  port  official  of  the  Canal  Zone  shall, 
when  not  inconsistent  with  the  interests  of  the  United  States,  at  the 
instance  of  the  proper  authority  of  the  Republic  of  Panama,  permit 
any  vessel,  entered  at  or  cleared  from  the  ports  of  Panama  and 
Colon,  together  with  its  car^o  and  passengers,  under  suitable  regula- 
tions for  the  transit  of  the  imported  merchandise  and  passengers  to 
and  from  the  territory  of  the  Republic  of  Panama,  to  use  and  enjoy 
the  dockage  and  other  facilities  of  the  ports  of  Ancon  and  Cristobal, 
respectively,  upon  payment  of  proper  dockage  dues  to  the  owners  of 
said  docks : 

'^  Provided^  however.  That  reciprocal  privileges  as  to  dockage  and 
other  facilities  at  Panama  and  Colon,  together  with  suitable  arange- 
ment  for  transit  of  imported  merchandise  and  passengers  to  and 
from  the  territory  of  the  Canal  Zone,  shall  be  granted  by  the  authori- 
ties of  the  Repulilic  of  Panama,  when  not  inconsistent  with  its  inter- 
ests, to  any  vessel,  together  with  its  cargo  and  passengers  entered  at 
or  cleared  from  the  ports  of  Ancon  and  Cristobal." 

You  see  that  arrangement  was  made  because  sometimes  it  was  more 
convenient  for  a  ve^^sel  entered  at  the  port  of  Panama  to  go  into  Ancon 
and  unload  its  cargo  and  send  it  right  into  Panama,  treating  it  as  an 
entry  at  the  port  of  Panama.  That  is  only  a  reciprocal  arrangement 
between  the  two  ports.     It  contains  this  proviso,  however : 

'^  Protnded^  hoirever.  That  nothing  herein  contained  shall  affect 
the  complete  administrative,  police,  and  judicial  jurisdiction  of  the 
two  Governments  over  their  respective  ports  and  harbors,  except  as 
hereinafter  provided  in  section  6." 
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That  is  the  (quarantine  provision  in  which  we  were  allowed  to 
exercise  quarantine  in  the  harbors  of  Panama. 

Senator  Morgan.  Then  a  vessel  can  enter  and  clear  from  the  port 
of  Cristobal  without  the  consent  of  the  Government. of  Panama? 

Secretary  Taft.  Oh,  yes,  six. 

Senator  Morgan.  But  if  she  crosses  the  line  and  goes  over  to 
Panama,  taking  that  en  route  to  her  destination,  she  has  to  enter  and 
clear  there? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  It  takes  two  entrances  and  two  clearances  to  get 
a  vessel  through? 

Secretary  Taft.  Yes,  sir.  That  is  necessarily  involved  in  having 
separate  governments. 

Senator  Morgan.  It  is  not  necessary  that  the  Government  of  the 
United  States  should  make  an  agreement  of  that  sort  with  Panama  ? 

Secretary  Taft.  No,  no.  There  is  not  any  agreement  here  of  that 
kind.    That  is  taken  for  granted. 

Senator  Morgan.  Yes.  A  very  material  part  of  the  irritation  that 
seems  to  have  been  engendered  in  the  two  cities  of  Panama  and  Colon 
arises  out  of  trading  with  the  operatives  on  the  canal  ? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  I  would  be  very  glad,  Mr.  Secretary,  if  you 
would  explain  exactly  what  that  difficulty  is,  and  what  was  the  de- 
mand of  Panama  upon  the  Government  of  the  United  States  in 
respect  of  it — what  was  the  assertion  of  her  right? 

Secretary  Taft.  There  was  not  any  assertion  of  rights  at  all.  It 
was  the  assertion  of  the  expectation  that  they  had  under  the  treaty  that 
they  would  enjoy  prosperity  from  the  money  which  was  to  be  paid 
by  the  Government  ana  expended  in  establishing  what  would  necessa- 
rily be  a  settlement  of  eignt  or  ten  or  fifteen  years,  from  which  the 
merchants  of  Panama  and  the  people  of  Panama  expected  naturally 
to  get  a  good  deal  of  profit. 

Senator  Morgan.  And  enjoy  it  to  the  exclusion  of  the  merchants 
and  the  people  of  the  Zone  ? 

Secretary  Taft.  Oh,  no;  oh,  no.  What  they  wanted  was  free 
trade.  They  did  not  want  to  be  shut  out  by  the  tariff  wall  of  the 
Dinfflev  bill.  Had  we  put  in  the  rates  under  the  Dingley  bill,  it 
TvouTd  have  excluded  them  altogether  from  dealing  in  the  Zone  at  all. 

Senator  Morgan.  Then,  the  situation  that  you  provided  for  by  this 
modus  Vivendi  was  to  dispense  with  the  Dingley  law  in  the  Zone  ? 

Secretary  Taft.  Around  the  Zone ;  yes,  sir. 

Senator  Morgan.  Around  the  Zone  f 

Secretary  Taft.  We  made  free  trade  between  the  Zone  and  Panama 
and  Colon. 

Senator  Morgan.  The  Dingley  law  would  exist  there,  it  being  a 
part  of  our  territory,  in  the  absence  of  Congressional  legislation, 
would  it  not? 

Secretary  Taft.  No,  sir. 

Senator  Morgan.  It  would  not? 

Secretary  Taft.  No,  sir. 

Senator  Morgan.  It  had  to  be  extended  by  Congress  ? 

Secretary  Taft.  Either  by  Congress  or  by  the  legislature  that 
acted  under  the  authority  of  Congress. 
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Senator  Morgan.  Did  the  legislature,  the  Isthmian  Canal  Cora- 
mission,  extend  the  Dingley  law  into  that  Zone? 

Secretary  Taft.  Yes,  sir;  that  is,  they  were  directed  by  the  Presi- 
dent to  do  so,  and  they  acted  on  it,  or  the  governor  issued  the 
proclamation;  but  with  the  consent  of  the  Commission  it  was  never 
put  in  force.     I  think  I  am  right  about  that,  am  I  not.  General  ? 

General  Davis.  Quite  right. 

Senator  Morgan.  That  brings  up  the  question,  Mr.  Secretary,  as 
to  whether  the  act  of  1803,  repeated  in  the  more  recent  enactments  of 
Congress,  which  original  act  applied  to  the  Louisiana  Territory, 
authorizes  the  President  of  the  United  States  to  make  laws  imposing 
tariffs  upon  the  importation  or  the  exportation  of  goods  from  that 
Zone.  Do  you  hold  that  that  act,  properl}'^  construed,  gives  to  the 
President  of  the  United  States  the  power,  through  the  Isthmian 
Canal  legislature,  I  will  call  it,  to  enact  a  law  fixing  tariff  duties  upon 
imports  trom  foreign  countries? 

Secretary  Taft.  I  do. 

Senator  Morgan.  I  just  wanted  to  know  how  far  the  doctrine 
would  extend. 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  And  of  course  if  the  power  existed  to  enact  the 
law  it  existed  to  repeal  it? 

Secretary  Tai-t.  Yes,  sir. 

Senator  Morgan.  Or,  as  has  been  done  in  this  case,  to  suspend  it  ? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  That  is  the  state  of  the  law  there  now.  It  is 
the  Dingley  bill,  reenacted  by  the  Isthmian  Canal  Commission,  as 
applicable  to  all  of  the  countries  of  the  earth  in  regard  to  the  tariffs 
that  shall  be  levied  upon  importations,  which  has  been 

Secretary  Taft.  Revoked. 

Senator  Morgan.  ^Vhich  has  been  revoked  by  the  Isthmian  Canal 
Commission  ? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  And  the  question  of  the  tariff  dues  that  shall  be 
charged  upon  importations  into  the  Zone  is  settled  by  the  modus 
Vivendi  ? 

Secretary  Taft.  Yes,  sir;   and  adopted  by  the  Commission. 

Senator  Morgan.  And  adopted  by  the  Commission.  That  ques- 
tion is,  as  to  the  State  of  Panama — I  do  not  know  whether  that  is  a 
reciprocal  obligation  or  not — that  they  shall  reduce  their  rates  of 
tariff  upon  importations  from  20  to  10  per  cent,  is  it? 

Secretary  Taft.  From  15  to  10. 

Senator  Morgan.  Does  that  impose  a  similar  obligation  upon  the 
Zone  authorities  in  regard  to  their  importations  that  the  Dingley 
tariff  shall  be  reduced  from  15  to  10  per  cent  ad  valorem? 

Secretary  Tait.  No,  sir.  The  consideration  which  moved  the 
Zone  authorities  was  that  which  forbade  the  importation  of  any- 
thing into  the  Zone  except  what  came  in  for  Government  purposes  or 
for  tlie  purposes  of  the  Government's  employees. 

Senator  Morgan.  That  was  the  interpretetion  put  upon  the  Hay- 
Varilla  treaty  in  that  respect.  The  treaty  forbias  the  free  entry  of 
goods  into  tlie  Zone? 

Secretary  Taft.  The  treaty  permits  the  free  entry,  you  mean? 
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Senator  Morgan.  Well,  it  forbids,  really,  the  free  entry  of  mate- 
rial into  the  Zone  for  any  other  than  the  purposes  of  the  canal, 
except  transportation  through. 

Secretary  Taft.  Yes;  the  treaty  provides  that  the  United  States 
may  import  free  of  duty  everything  that  it  would  use  for  the  con- 
struction of  the  canal  or  that  was  necessary  for  its  employees. 

Senator  Morgan.  You  confine  the  operations  of  that  act  to  the- par- 
ticular matters  described  in  it,  and  outside  of  that,  of  course,  the 
United  States  had  no  right  ? 

Secretarv  Taft.  Ah,  no;  I  do  not  think  that.  The  truth  is,  if  I 
understand  it,  that  the  Hay-Varilla  treaty  adopted  a  number  of  pro- 
visions of  the  Hay-Herran  treat}-.  It  seems  to  have  been  rather 
hastily  constructed,"  and,  failed  to  note,  or  at  least  failed  to  act  on  the 
theory  (or  what  was  the  fact,  too)  that  goods  could  be  imported  into 
the  Aone  directly,  without  going  through  the  Bepublic  of  Panama. 
So  that  this  provision  with  respect  to  the  importation  of  merchandise 
free  from  duty  applied  to  a  condition  where  you  iniported  it  through 
rhe  Panama  territory.  There  is  nothing  in  that  Haj'-Varilla  treaty 
that  forbade  the  importation  into  the  Zone  of  anything  that  the 
United  States  might  wish  to  take  in  there,  private  property  or  other- 
wise. It  had  its  application  really  to  goods  that  went  through  the 
Republic  of  Panama. 

Senator  Morgan.  Then  you  changed  that  in  the  modus  vivendi  to 
what  extent? 

Secretary  Taft.  We  did  not  change  it  at  all.  What  we  did  was  to 
merely  prohibit  the  importation  into  the  Zone  of  any  article  at  all; 
we  required  it  to  come  around  through  Panama,  in  order  that  private 
importations  should  pay  to  Panama  a  revenue. 

Senator  Morgan.  Although  the  private  importations  were  made 
into  the  Zone? 

Secretary  Taft.  Were  intended  to  be  made  ultimately  into  the 
Zone;  yes,  sir. 

Senator  Morgan.  That  is  to  say,  one  of  our  operatives  down  there 
who  wanted  to  send  off  and  get  goods  for  his  own  family  or  his  own 
enjoyment,  for  personal  use,  not  connected  with  his  official  duties, 
should  pay  a  duty  of  10  per  cent  to  the  Panama  Government  ? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  That,  then,  was  the  levying  of  a  duty  of  10  per 
cent  upon  all  importations  made  from  the  IJnited  States  or  from  any 
other  countrv  through  Panama  into  the  Zone  ? 

Secretary  ^aft.  1  es,  sir. 

Senator  Morgan,  Then  the  question  arises,  in  my  mind  at  least,  as 
to  whether  or  not  the  act  of  1803  was  intended  to  apply  to  any  such 
situation,  or  could  apply  to  it.  That  is  a  question  that  I  think  you 
probably  have  answered  by  saying  you  think  it  could. 

Secretary  Taft.  Yes,  sir.  I  am  looking.  Senator,  for  a  remark 
made,  I  think,  by  me  in  the  dispatch  to  Secretary  Hay  on  the  adop- 
tion of  this  modus  vivendi.  I  think  I  included  that  among  the 
exhibits. 

Senator  Morgan.  I  concede  that  your  proceeding  was  regular,  be- 
cause you  were  there  representing  the  President,  and  all  of  your 
actions  were  referred  to  the  Secretary  of  State,  and  he  approved 
them  as  his  official  act. 
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Secretary  Taft.  May  I  read  from  that? 

Senator  Morgan.  Yes. 

Secretary  Taft.  I  read  from  page  67  of  Exhibit  6,  my  dispatch  to 
Secretary  tlay : 

"This  order  will  secure  all  the  duties  for  the  Republic,  and  will 
give  it  also  some  income  from  post.  The  duties  might  be  secured  to 
the  Republic  not  by  restriction  of  character  of  importntions  at  ter- 
minal canal  ports,  as  above,  but  bv  imposing  a  higher  duty  in  canal 
pcrts  than  in  Panama  ports  on  all  but  excepted  articles — ^say,  a  50 
per  cent  increase — but  whichever  be  the  metnod,  the  prohibition  of 
certain  importations  in  the  one  case  or  the  imposition  of  higher  duty 
in  the  other  must,  in  order  to  effect  purpose,  apply  to  importations 
from  United  States  of  America  into  2iOne,  and  the  question  is.  Which 
is  preferable?     I  prefer  the  former." 

i  was  saying  this  to  Secretary  Hay. 

Senator  Morgan.  I  do  not  question  the  regularitv  of  vour  action 
at  all. 

Secretary  Taft.  I  might  also  follow  that.  Senator,  by  reading  some- 
thing here  that  I  referred  to  this  morning. 

Senator  Morgan.  Yes. 

Secretary  Taft  (reading)  :  "  Presume  objection  will  be  made  that 
American  manufacturing  interests  are  not  protected  by  this  order 
from  competition  with  world  on  material  and  machinery  for  canal. 
Tf  Congress  wishes  to  secure  that  business  solely  to  Ainerican  mer- 
chants and  manufacturers,  it  should  do  it  by  direct  limitation  on 
purchases  and  contracts  of  the  Canal  Commission,  and  not  by  indi- 
rect method  of  duties,  which  can  not  but  work  inconvenience  and 
hardship  to  Republic — ^to  Panama  and  its  merchants,  as  well  as  to 
Zone  and  its  inhabitants." 

Senator  Morgan.  That  seems  to  indicate  the  opinion  of  Mr.  Hay 
that  we  ought  to  legislate  on  the  subject. 

Secretary  Taft.  Yes,  sir — ^well,  this  is  my  statement  to  Mr.  Hay. 

Senator  Morgan.  This  is  your  statement? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  Mr.  Hay  approved  everything  you  did  there,  did 
he  not  ? 

Secretary  Taft.  Yes,  sir ;  he  sent  back  word 

Senator  Morgan.  I  know  he  did ;  so  I  regard  the  question  as  being 
one  really  between  Mr.  Hay  and  Congress. 

Secretarv'  Taft.  Yes,  sir. 

Senator  "IVIorgan.  You  made  a  provision  there  in  regard  to  certain 
articles  of  importation  that  seem  to  affect  certain  classes  of  people, 
particularly  tnose  that  are  bom  in  tropical  latitudes.  I  wish  you 
would  explain  that,  if  you  please,  and  the  necessity  for  it. 

Secretary  Taft.  I  thougnt  I  did  explain  that. 

Senator  Morgan.  Did  you  do  so  sumciently  ? 

Secretary  Taft.  However,  I  will  be  glad  to  go  over  it  again. 

I  talked 'with  Mr.  Wallace  and  with  General  Davis  and  with  Admi- 
ral Walker  on  the  general  question  whether  we  wanted  to  go  into  the 
matter  of  furnishing  these  tropical  supplies,  rice,  and  that  class  of 
food  supplies  that  tropical  laborers  eat — whether  we  wished  to  do  that 
and  import  for  them — and  we  concluded  that  it  would  not  be  wise  for 
us  to  undertake  to  do  that  unless  there  was  an  evident  effort  to  charge 
them  exorbitant  prices.     So  I  concluded  that  in  construing,  or,  rather. 
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ordering  the  enforcement  of  article  13  of  the  treaty,  and  in  making 
provision  as  to  how  that  section  should  be  carried  out  with  reference 
to  certificates  and  defining  what  was  meant  by  the  treaty  in  the  mer- 
chandise to  be  imported,  it  might  be  well  to  put  in  a  specific  declara- 
tion that  for  the  present  we  would  not  insist  on  introducing  by  the 
Government,  for  the  benefit  of  these  native  employees,  their  food  sup- 
plies. We  would  just  let  them  buy  where  they  chose.  Probably 
they  could  buy  as  well  and  more  cheaplj^,  because  the  merchants  on 
the  Isthmus  had  always  been  used  to  fmrnishing  that  kind  of  supplies 
to  that  kind  of  labor. 

With  respect  to  the  American  labor,  however,  as  we  found  in  the 
Philippines,  it  is  absolutely  necessary  to  import  what  they  are  used 
to  eating,  because  you  can  never  get  it  from  the  ordinary  merchant 
in  such  a  country.  Therefore  I  made  the  provision  in  the  order,  in 
I'eference  to  construing  and  carrying  out  article  13  of  the  treaty,  that 
all  articles  for  the  Government  or  for  the  employees,  classifying 
them,  should  be  admitted  on  the  certificate  of  a  certain  officer;  but 
that  commissaries  for  the  native  employees  would  not  be  opened  and 
established,  and  such  articles  would  not  be  imported  under  that  sec- 
tion or  article  unless  it  became  apparent  that  the  merchants  of  the 
Zone  were  not  furnishing  the  articfes  at  a  reasonable  price,  in  which 
case  the  power  which  undoubtedly  existed  would  be  exercised,  and 
the  Government  would  import  food  for  its  employees  of  that  class. 

You  will  remember,  in  the  evidence  of  Governor  Magoon  and  in 
the  evidence  of  Mr.  Shonts,  what  appeared  to  them  in  July  and  Au- 
gust— ^namely,  that  there  had  been  there  a  comer,  or  certainly  a 
scarcity,  in  provisions  for  that  class  of  labor,  and  that  they  opened 
the  commissaries  and  did  import  food  for  that  class  of  labor.  Now, 
thev  have  gone  on  and  kept  open  the  commissaries,  as  I  am  informed, 
ana  kept  open  the  soup  houses,  or  whatever  they  are,  in  which  they 
expect  to  feed  these  emplovees,  and  the  result  is  that  they  do  not  have 
any  custom.  The  native  laborer  prefers  to  feed  himself,  and  to  buy 
from  the  native  shops.    Now.  that  is  the  situation. 

Senator  Morgan.  Either  in  Panama  or  in  Colon,  or  in  the  Zone  ? 

Secretary  Taft.  Or  in  the  Zone  itself. 

Senator  Morgan.  As  the  case  may  be? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  Let  us  take  rice;  that  is  a  staple  food  for  all 
tropical  people? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  That  is  not  produced  at  all  in  Panama  in  any 
quantities,  is  it? 

Secretary  Taft.  I  do  not  think  it  is.  I  do  not  think  it  is  produced 
there  in  any  quantities.  It  may  be  raised  there  to  some  extent,  but 
I  am  quite  sure  they  get  it  from — well,  let  me  see;  I  do  not  know 
where  they  do  get  it  from. 

Senator  Morgan.  It  is  imported  ? 

Secretary  Taft.  But  it  is  imported. 

Senator  Morgan.  And  coming  into  the  Zone,  it  would  be  liable  to 
duty  or  not,  just  as  this  modus  vivendi  regulates? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  It  would  be  liable  to  a  duty  of  10  per  cent  ad 
valorem  coming  into  the  Zone  ? 

Secretary  Taft.  Yes,  sir. 
p  c—\oj.  3—06 52 
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Senator  Morgan.  Now,  that  is  an  article  that  is  commonly  in  use 
amongst  all  people  who  are  raised  in  the  Tropics.  Does  the  other 
provision  of  the  arrangement,  as  to  the  excessivie  prices  to  be  charged 
by  the  Panama  merchants,  apply  to  rice? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  It  applies  to  rice  ? 

Secretary  Taft.  It  applies  to  everything.  I  am  not  sure  whether 
they  do  not  bring  in  rice  for  other  people,  but  I  do  not  know  about 
that.     It  does  not  affect  the  principle  or  the  character  of  the  question. 

Senator  Morgan.  The  importation  of  rice  by  the  Government  of 
the  United  States  for  the  purpose  of  selling  it  or  feeding  it  through 
their  commissaries  to  laborers  is  controlled  by  the  article  in  the 
modus  vivendi  that  ssljs  that  it  shall  bear  a  duty  of  10  per  cent  ? 

Secretary  Taft.  Well,  no,  sir;  it  is  not.  The  order  with  reference 
to  article  13  was  made  after  the  modus  vivendi,  so  called,  was  signed. 
It  was  made  after  I  came  home,  in  the  construction  of  article  13 ;  but 
I  was  controlled  more  or  less  by  a  desire  not  to  raise  a  serious  ques- 
tion with  reference  to  the  feeding  of  those  employees,  and  I  do  not 
think  that,  properly  speaking,  it  is  a  part  of  the  order  of  December  3. 
It  is  true  that  it  added  10  per  cent;  but  we  did  not  want  to  go  into 
the  business  of  buying  rice  and  buying  all  those  things  if  we  could 
avoid  it,  and  I  think  the  price  of  rice  was  quite  reasonable  on  tie 
Isthmus,  and  the  pyice  of  all  those  things.  Indeed,  it  seems  so  now. 
because  we  are  buying  rice,  and  they  do  not  buy  of  us,  though  we  im- 
port it  free. 

Senator  Morgan.  They  do  not  buy  any  of  you  at  all  ? 

Secretary  Taft.  Oh,  very  little. 

Senator  Morgan.  How  ao  you  account  for  that  ? 

Secretary  Taft.  I  suppose  the  merchants  undersell  us.  I  do  not 
know.     I  expect  they  get  their  material  cheaper. 

Senator  Morgan.  That  must  be  the  fault  of  our  purchasing  agents, 
then ;  because  if  our  rice  comes  in  free,  they  certainly  can  not  under- 
sell us  under  ordinary  circumstances. 

Secretary  Taft.  Of  course  we  have  to  add  a  percentage,  and  per- 
haps their  percentage  is  less  than  ours. 

Senator  Morgan.  A  percentage  for  what?  ^ 

Secretary  Taft.  For  the  handling  of  it  and  the  purchase  of  it. 

Senator  Morgan.  Oh,  yes.  That  is  quite  a  puzzle  to  me.  I  can 
not  understand  why  they  should  go  and  buy  rice  from  the  merchants 
of  Panama  when  tney  can  get  it  at  the  same  rate  from  the  merchants 
within  the  Zone.     You  have  American  merchants  in  the  2jone  ! 

Secretary  Taft.  General  Davis  knows  about  that.  I  do  not  think 
we  have  many. 

General  Davis.  No ;  there  are  almost  none. 

Secretary  Taft.  The  merchants  there  are  mainly  Chinese,  are  they 
not.  General? 

General  Davis.  Yes. 

Secretary  Taft.  Where  you  get  a  Chinaman,  Senator,  he  can  under- 
sell anybody. 

General  Davis.  I  can  add  a  little  light  to  this  subject,  perhaps,  by 
saying  that  the  natives  of  Panama,  Jamaica,  Barbadoes,  and  Mar- 
tinique who  are  at  work  on  the  Zone  do  not  use  rice  to  any  such  extent 
as  the  Oriental  does. 

Secretary  Taft.  I  did  not  know  that. 
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General  Davis.  The  Porto  Rican  is  a  great  rice  user,  for  he  is 
a  great  rice  producer.  But  in  Jamaica  there  is  aknost  no  rice  raised 
and  very  little  consumed. 

Secretary  Taft.  They  live  on  bananas,  do  they? 

General  Davis.  They  live  on  yams  and  yuccas  and  those  roots,  the 
tubers — plantains  and  so  on.  The  plantain  is  the  great  food  or  the 
Jamaican  negro.  It  is  a  banana  without  sweetness.  It  grows  very 
long,  very  large. 

Senator  Morgan.  But  those  yams  and  bananas  and  plantains  are 
not  grown  in  sufficient  abundance  in  the  Isthmus  to  supply  the  mar- 
ket, are  they  ? 

General  Davis.  They  have  been  adequate  for  their  present  needs. 
T  think  there  are  some  yams  brought  to  the  Isthmus  from  Jamaica, 
quite  a  good  many  of  them.    The  ships  bring  them  over. 

Secretary  Taft.  But,  General,  Bocas  del  Toro  is  one  of  the  great 
banana  ports,  is  it  not? 

General  Davis.  Oh,  yes ;  very  large. 

Secretarv  Taft.  That  is  in  Panama;  so  that  they  do  raise,  in 
Panama,  that  kind  of  food. 

General  Davis.  The  yam  represents  to  the  Panama  person  what  rice 
represents  to  the  Porto  Rican  and  the  Oriental. 

Senator  Morgan.  Then  the  matter  is  left  in  this  way:  That  the 
Government  of  the  United  States  does  not  import  any  of  these 
things — plantains,  bananas,  vuccas,  or  anything  else? 

General  Davis.  I  can  only  speak  of  what  happened  during  my 
time. 

Senator  Morgan.  We  import  none;  so  that  the  supply,  of  course, 
must  come  in  either  from  the  native  production  of  Panama  or  from 
importations  by  the  Panaman  merchants? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  So  that  throws  the  whole  of  that  trade  into  the 
hands  of  the  Panamans.     We  get  nothing  of  it  at  all. 

General  Davis.  No,  sir. 

Senator  Morgan.  Can  that  be  relied  upon,  in  time  to  come,  for  the 
support  of  the  labor  down  there? 

Secretary  Tafp.  I  think  we  have  now  about  25,000  men  there,  and 
they  do  not  patronize  our  commissaries.  They  make  their  own  pur- 
chases from  the  local  suppliers. 

Senator  Morgan.  Those  local  suppliers  must  make  some  profit 
upon  the  supply  of  that  great  amount  of  provisions? 

Secretary  Taft.  I  hope  they  do. 

Senator  Morgan.  Well,  it  is  probably  true  that  they  do? 

Secretary  Taft.  I  suppose  so ;  yes,  sir. 

Senator  Morgan.  It  seems  to  me  that  Congress  ought  to  take  in 
charge  this  subject  of  the  duty  upon  such  importations  in  order  to 
regulate  the  food  supplies  for  perhaps  ten  or  fifteen  or  twenty  thou- 
sand people  that  we  rely  upon  for  labor;  that  it  is  a  subject  that 
Congress  ought  to  take  into  charge  in  some  form,  rather  than  to 
depend  upon  a  modus  vivendi,  which  the  other  Government  can  dis- 
pense with  at  any  time.  They  can  dispense  with  their  modus  vivendi 
and  charge  16  per  cent  upon  the  importations  if  they  want  to  and 
raise  the  price  6  per  cent. 

Secretary  Taft.  But  then  we  can  open  our  ports  and  let  thqpn  in  for 
nothing. 
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Senator  Morgan.  We  can  do  it,  but  we  have  made  no  provision 
for  it. 

Secretary  Taft.  Oh,  yes ;  we  have.  If  the  modus  vivendi  goes  out 
we  can  do  what  we  choose. 

Senator  Morgan.  That  does  not  prevent  the  making  of  a  comer, 
though,  upon  provisions. 

Secretary  Taft.  It  does  in  the  sense  that  we  give  those  who  wish 
to  import  an  opportunity  to  import  them  for  nothing. 

Senator  Morgan.  You  can  get  out  of  it  after  you  ^t  into  the 
trouble;  but  it  does  not  prevent  you  from  getting  into  it.  That  is 
what  I  understand. 

Secretary  Taft.  Well,  I  do  not  anticipate  any  great  trouble. 

Senator  Morgan.  I  am  not  anticipating  anything  about  it,  either; 
but  I  want  a  rule  of  law  that  will  operate  so  as  to  give  those  people 
there  who  labor  for  the  Government  a  full  supply  of  food,  reliable  in 
its  quality  and  also  in  its  amount,  and  at  a  rate  they  can  afford  to  pay. 

Secretary  Taft.  The  truth  is.  Senator,  in  order"  to  understand  this 
exactlv,  that  this  modus  vivendi  does  not  limit  at  all  what  may  be 
brought  in  by  the  United  States  free.  The  modus  vivendi  could  "con- 
tinue just  as  it  is  and  the  United  States  could  import  yams  for  noth- 
ing, if  it  chose — that  is,  under  article  13;  and  article  13  is  not  af- 
fected by  the  terms  of  the  modus  vivendi. 

Senator  Morgan.  Article  13  of  the  treaty,  you  mean  ? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  Would  you  prefer  that  that  modus  vivendi  should 
stand  as  a  permanent  arrangement  ? 

Secretary  Taft.  I  do  not  think  it  is  drawn  for  that  purpose.  It 
was  carefully  drawn  for  the  purpose  for  which  it  was  put  in  force, 
bu,t  it  was  not  intended  to  be  permanent.  It  was  hoped  that  subse- 
quently it  would  be  succeeded,  in  so  far  as  a  treaty  would  cover  it,  by  a 
treaty. 

Senator  Morgan.  If  we  have  the  power  to  do  it  without  a  treaty, 
you  think  it  is  the  duty  of  Congress  to  do  it? 

Secretary  Taft.  Yes.  sir;  where  Congress  thinks  that  the  provisions 
ought  to  be  put  in  the  lorm  of  a  permanent  law. 

Senator  Morgan.  I  have  understood  from  almost  everybody  that 
has  talked  about  it  that  those  were  very  fine  waters  for  fish  down 
there.    What  can  you  tell  us  about  that? 

Secretary  Taft.  Yes,  sir;  I  think  they  are;  but  I  think — of  course 
about  this  General  Davis  would  know  much  more  than  I  do — ^my  im- 
pression is  that  they  have  the  same  trouble  there  that  we  had  in  the 
l*hilippines ;  it  is  very  difficult  to  get  anybody  to  do  the  fishing. 

General  Davis.  That  is  true. 

Secretary  Taft.  So  that  the  food  supply  from  fishing  for  anybody 
but  the  person  who  does  the  fishing  is  really  negligible.  Is  not  that 
true,  General  ? 

General  Davis.  Yes. 

Secretary  Taft.  It  is  very  difficult  to  get  good  •fish. 

General  Davis.  The  Chinese  are  the  only  fishermen ;  the  natives  do 
no  fishing. 

Senator  Morgan.  The  natives  are  too  lazy  ? 

General  Davis.  I  think  so. 

Senatof  Ankeny.  But  is  it  not  true,  Mr.  Secretary,  that  that  fish 
supply  is  a  big  factor  in  the  food  supply  of  these  people? 
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Secretary  Taft.  I  do  not  think  so,  sir.  General  Davis  would  know 
about  that,  but  I  do  not  think  so. 

The  Chairman.  I  think,  Mr.  Secretary,  that  they  do  very  little 
work  and  very  little  fishing.    That  is  what  I  should  say. 

General  Davis.  There  is  a  great  deal  more  Nova  Scotia  codfish  con- 
sumed on  the  Isthmus  than  any  other  kind  of  fish. 

The  Chairman.  My  understanding  is  that  there  is  an  abundance 
of  fish,  and  good  fish,  but  that  they  can  not  get  the  fishermen. 

Secretary  Taft.  That  is  it. 

The  Chairman.  That  is  the  understanding  I  had  when  I  was  there. 

Senator  Ankeny.  What  I  meant  by  that  is  that  this  fish  could  be 
made  a  big  factor  in  the  food  of  these  people.  I  did  not  mean  to  say 
anything  runny  about  it;  but  I  think  tnat  those  fisheries  can  be  made 
an  important  factor  in  the  supply  of  food  to  those  people  on  the 
Isthmus. 

Secretary  Taft.  That  is  true.  Senator,  if  you  could  get  the  fisher- 
men. 

Senator  Ankeny.  We  can  get  the  fishermen  if  there  is  money  in  it. 

Secretary  Taft.  I  know ;  but  there  is  not  money  in  it.  That  is  the 
difficulty.  At  least,  if  that  is  a  motive,  and  it  does  exist,  it  has  not 
operated  to  produce  fishing  yet. 

Senator  Ankeny.  Yes;  but  the  idea  is  that  we  alwavs  have  that 
to  fall  back  upon  there  as  a  factor  in  the  supply  of  the  rood  of  those 
people. 

Secretary  Taft.  Yes,  sir;  but  it  is  like  having  something  that  you 
could  make  profitable  if  you  had  the  labor ;  but  you  have  not  got  the 
labor. 

Senator  Ankeny.  You  might  say  that  of  any  industry — mining, 
for  instance. 

Secretary  Taft.  That  is  true  of  the  mines  in  the  Tropics. 

Senator  Ankeny.  The  fish  are  there,  and  can  be  taken,  and  enter 
into  the  supply  of  those  people,  as  the  evidence  shows.  We  ought  to 
know  definitely  what  it  is,  wnat  it  amounts  to. 

Secretary  Taft.  It  does  not  amount  to  anything  now. 

Senator  Ankeny.  I  mean,  the  fish  are  there,  the  banks  are  there, 
and  the  industry  is  there. 

Secretary  Taft.  No ;  the  industry  is  not  there. 

Senator  Ankeny.  Not  in  that  sense,  but  the  business  is  there,  if 
you  should  work  it.     Is  that  it? 

Secretary  Taft.  If  you  could  get  some  good  fishermen  from 
Gloucester  to  go  down  there,  I  have  no  doubt  you  could  get  in  a  great 
many  fish.  Whether  the  people  would  buy  fish  is,  I  suppose,  to  be 
determined  by  what  they  have  heretofore  bought.  The  Americans 
on  the  Isthmus  would  certainly  buy  fish,  provided  the  fish  were 
furnished  immediately  out  of  the  water.  You  can  not  in  the  Tropics 
lake  anything  but  fish  that  are  alive  when  you  buy  them.  I  know 
something  abSut  this,  because  we  used  to  have  the  most  delicious  fish 
in  the  Philippines,  and  we  had  a  very  large  market  for  it;  but  it  was 
very  difficult  to  get  the  market  supplied.  On  the  Isthmus  I  think  it 
was  a  good  deal  worse  than  it  was  in  the  Philippines. 

(Jeneral  Davis.  Yes;  a  ffreat  deal  worse. 

Senator  Morgan.  You  describe  a  state  of  feeling  down  there,  Mr. 
Secretary,  that  I  wish  to  inquire  about  a  little  more,  with  a  view  of 
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trying  to  ascertain  whether  it  is  possible  to  correct  it  without  giving 
up  everything  down  there  that  we  think  is  of  any  important  conse- 
quence to  our  work.     You  say : . 

"  In  the  era  of  good  feehng  between  all  parties  succeeding  the 
revolution  they  were  elected  on  the  same  ticket." 

That  is,  the  Liberals  and  the  Conservatives? 

Secretary  Taft.  That  is  my  recollection — I  think  that  was 'the 
case.    Was  it  not,  General  ? 

General  Davis.  Yes. 

Senator  Morgan  (reading).  "The  parties  soon  divided  again 
when  the  patronage  came  to  be  distributed.  The  moment  the  people 
understood  the  effect  of  the  introduction  of  the  Dingley  tariff  be- 
tween the  Zone  and  the  Republic  they  resented  the  act  as  an  indica- 
tion of  a  desire  on  the  part  of  the  United  States  to  grab  the  land  of 
the  Zone  for  its  commercial  purposes  and  to  exclude  all  Panamans 
from  the  profitable  business  whicn  they  had  expected  to  do  with  the 
people  of  the  Zone,  gathered  there  by  the  United  States  for  the  great 
worK.  The  opposition  party — the  Liberal  party — was  quick  to  seize 
upon  this  as  a  ground  for  attacking  the  Conservative  administration, 
on  the  theory  that  the  Government  had  yielded  to  the  United  States 
and  had  sacrificed  the  interests  of  the  Republic.  The  attitude  of  the 
Liberal  party,  of  course,  reacted  upon  the  course  of  the  Conservative 
administration,  and  both  parties  were  at  once  driven  into  hostility 
to  any  proposition  of  the  United  States  looking  to  the  operation  of 
its  governmental  control  over  the  Zone  at  those  many  points  where 
it  came  in  close  contact  with  the  jurisdiction  of  the  Republic" 

Do  you  know  of  any  ground  upon  which  you  could  anticipate 
that  in  the  future  this  sentiment  would  not  increase  rather  than 
diminish  between  the  Panaman  Government  and  the  Government 
of  the  United  States  in  that  Zone  ? 

Secretary  Taft.  It  has  not.  The  effect  of  what  we  did  down  there 
was  to  make  everything  as  harmonious  as  possible. 

Senator  Morgan.  W^en  you  went  there  for  the  purpose  of  trying 
to  correct  it,  you  found,  as  you  have  described  here,  mat  thereVas 
fierce  antagonism — fierce  discussion,  rather? 

Secretary  Taft.  Yes,  sir.  I  ought  to  say  this :  That  the  effect  of 
the  publication  of  the  President's  letter  was,  I  think,  quite  good. 
Still,  they  did  not  do  anything;  and  I  think  the  effect  of  the  pubh- 
cation  of  the  niodus  vivendi  was  good,  and  it  has  continued  to  work 
satisfactorily  since. 

Senator  Morgan.  And  you  seem  to  think  that  they  resented  our 
attempt  to  carry  on  any  trade  down  there  on  account  of  the  American 
interests,  or  with  American  business  and  capital,  as  an  effort  to 
make  a  land  grab  and  exclude  them  from  the  profitable  business  that 
they  had  expected  to  do  with  the  people  of  the  Zone,  gathered  there 
by  the  United  States  for  this  great  work  ? 

Secretary  Taft.  What  they  resented  was  building  a  big  wall 
around  the  Zone  in  such  a  way  that  the  cities  of  Panama  and  Colon 
should  be  excluded  from  any  business  association  with  the  Zone. 

Senator  Morgan.  And  especially  that  would  exclude  the  op>eratives 
in  our  work  there  in  the  Zone  from  trading  with  them  ? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  That  was  the  big  end  of  it? 

Secretary  Taft.  That  is  it. 
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Senator  Morgan.  Their  views  were  speculative,  not  to  say  mer- 
cenary, in  that  regard  ? 

Secretary  Taft.  They  were. 

Senator  Morgan.  And  continued  to  be  so  ? 

Secretary  Tapt.  Yes,  sir. 

Senator  Morgan.  That  seems  to  bring  up  the  question  as  to  the 
character  of  the  government  we  are  to  conduct  there — ^whether  we 
will  live  from  hand  to  mouth  by  making  pacifications  of  those  people 
as  occasion  arises,  or  whether  we  are  to  ordain  a  system  of  govem- 
inent  that  in  itseif  is  perfectly  just  to  all  concerned,  and  that  will 
give  us  control  of  our  property  without  interruption  from  these 
speculators  on  the  Panama  side. 

Would  you  not  think  that  it  was  safer  for  contractors  or  for  the 
Government  in  the  conduct  of  the  work  of  digging  this  canal  to  sup- 
ply that  Zone  with  every  necessity  to  be  supplied  by  the  Government 
of  the  United  States,  or  by  such  merchants  as  we  might  permit  to 
do  work  there — ^not  such  as  chose  to  do  it,  but  such  as  we  might  per- 
mit to  go  there  to  supplv  merchandise,  and  to  supply  them  with 
money  for  the  conduct  of  their  business,  and  to  supply  them  with 
laws  and  administration  that  would  keep;  them  from  being  sources 
of  public  exasperation  or  danger  or  anything  of  that  sort?  In  other 
words,  ought  we  not  to  take  authoritative  governmental  control  of 
every  interest  in  that  Zone  ? 

Secretary  Taft.  No,  sir;  I  do  not  agree  with  that  view. 

Senator  Morgan.  You  do  not? 

Secretary  Taft.  Xo,  sir.  I  think  it  would  be  a  very  impolitic,  and, 
I  may  add,  a  very  unjust  thing,  to  introduce  any  sort  of  obstruction 
to  the  trade  between  the  people  of  the  Zone  ana  the  people  of  Pan- 
ama. I  5o  not  mean  to  say  that  we  ought  not  to  look  after  our 
employees  and  see  that  they  are  properly  fed;  but  when  they  are 
being  properly  fed  I  do  not  think  there  is  any  necessity  at  all  for 
our  taking  on  the  additional  burden  of  feeding  them  ourselves.  On 
the  other  nand,  I  think  that  they  may  reasonably  expect  fair  treat- 
ment in  the  matter  of  doing  a  normal  business  with  that  which  they 
have  ceded  to  us.  I  do  not  see  any  objection  to  it,  Senator.  I  do 
not  see  why  we  should  put  in  there  a  strong  hand  and  make  them 
feel  that  we  are  there  for  the  purpose  of  reflating  them  and  depriv- 
ing them  of  that  which  is  so  natural — a  desire  to  deal  with  their  close 
neighbors. 

Senator  Morgan.  The  considerations  which  affect  my  mind,  at 
least,  go  beyond  the  question  of  the  profit  to  be  derived  from  trade 
and  barter  between  the  people  of  the  Zone,  including  its  operatives, 
and  the  people  of  Panama;  and  I  think  they  are  of  quite  supreme 
importance  as  compared  with  those  that  I  have  just  referred  to. 
The  city  of  Colon  and  the  city  of  Panama,  and  possibly  the  villages 
between,  or  some  of  them,  are  represented  as  oeing  occupied  and 
inhabited  by  a  heterogeneous  population,  drawn  from  the  different 
parts  of  the  earth,  from  pretty  much  all  nationalities,  who  are  not 
drawn  there  for  the  sake  of  agriculture  or  for  the  sake  of  exporta- 
tion of  woods  or  minerals  or  any  other  product  of  Panama,  but  are 
drawn  there  simply  for  the  sake  of  the  traffic  that  the  railroad  and 
the  canal  engender  and  create.     That  is  their  motive  for  going  there  • 
they  have  no  interest  in  society  at  all,  except  merely  to  get  as  mucK 
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money  as  they  can,  and  leave  when  they  can  get  out  of  the  way.  As 
a  result,  the  cities  of  Colon  and  Panama  are  places  that  are  infested 
with  perhaps  every  manner  of  vice,  immorality,  dissipation,  and 
idleness,  to  a  degree  that  probably  obtains  in  no  two  communities  in 
the  world  so  close  together,  or  even  very  much  wider  apart. 

Secretary  Taft.  Senator,  upon  that  point  I  should  differ  with  you. 

Senator  Morgan.  I  want  to  get  exactly  what  j^'our  view  is. 

Secretary  Taft.  Of  course  I  do  not  know  about  the  vice  in  Pan- 
ama; but  I  never  have  been  in  a  more  peaceable,  quiet,  altogether 
unoffending  city  than  the  city  of  Panama.  I  have  been  in  Colon; 
that  looks  like  a  western  town.  It  looks  like  a  town  that  had  not 
been  properly  constructed,  and  is  not  attractive.  The  town  of  Pan- 
ama is  a  quiet  Spanish  town,  constructed  with  Spanish  buildings. 
In  the  evening  you  go  into  the  parks,  and  you  find  people  sitting 
about  just  as  you  do  in  Spain,  enjoying  themselves.  I  really  think 
it  is  a  well-conducted  city. 

They  do  have  a  lottery  there,  and  they  may  have  other  vices;  but 
the  worst  people  that  come  there  are  the  irresponsible  Americans  that 
have  left  the  United  States  for  its  good  and  possibly  for  their  good. 

I  beg  to  emphasize  the  fact  that  the  Zone  is  one  of  the  best  con- 
ducted governments  I  know,  and  it  is  largelv  due  to  the  ease  with 
which  the  tro])ical  negro  may  be  governed,  tie  has  his  faults ;  he  is 
iazv,  and  he  does  loaf  about  a  good  deal;  but  he  is  amenable  to  law, 
and  it  does  not  take  a  large  police  force  to  keep  him  in  order. 

Senator  Morcjak.  I  understand  that  perfectly,  Mr.  Secretary.  The 
negro  loves  nothing  in  the  world  so  much  as  he  does  a  master. 

The  Chairman.  Speaking  of  Colon,  you  alluded  to  its  looking  like 
a  western  town.  AMiere  did  you  ever  see  a  western  town  tjiat  looked 
like  Colon?     [Laughter.] 

Secretary  Taft.  >Vell,  I  had  forgotten  that  there  was  any  sensi- 
tiveness in  the  committee  about  that  part  of  the  country.  [I^augh- 
ter.]     What  I  meant  was  a  newly  constructed  town. 

Senator  Morcjax.  Now,  Mr.  Secretarv,  you  have  explained — and  I 
have  no  doubt  you  did  it  under  a  painful  necessitv — the  contribution 
that  was  made  from  the  United  States  to  these  '*  jayhawkers,"  I  will 
vnU  them,  in  Panama  and  in  Colon.  We  find  that  they  are  very  dif- 
ficult people  to  control  here  at  home.  Is  it  necessary  that  the*  regi- 
men and  discipline  within  that  Zone  should  be  of  such  a  character 
as  to  prevent  those  laborers  and  people  from  going  out  of  that  Zone, 
except  under  permission,  and  coming  in  contact  with  these  wretches 
that  g;o  from  the  United  States  down  there,  and  who  are  ready  to  do 
anything  on  the  earth  from  stealing  their  money  to  cutting  their 
throats  in  order  to  get  a  living? 

Secretary  Tait.  There  is  no  constitution  in  the  Republic  of  Pan- 
ama to  forbid  their  attending  to  Americans,  I  think:  and  if  they 
become  objectionable  they  may  banish  them.  But  in  the  Zone  they 
heretofore  have  l)een  able  to  attend  to  those  people.  When  I  was  on 
the  Zone  the  last  time  there  was  a  murder  there,  and  they  never  have 
discovered  who  the  murderer  was:  but  I  think  that  is  the  chief  crime 
that  has  been  committed  since  we  were  there.  Of  course,  with  re- 
spect to  all  these  matters.  Judge  Magoon  and  Governor  Davis  would 
know  a  great  deal  more  than  I;  I  simply  pick  them  up  as  I  talk 
with  you. 
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Senator  Morgan.  I  have  no  motive,  in  any  question  that  I  put  on 
this  subject,  to  criticise  the  conduct  of  any  government  that  has  been 
there  or  any  act  that  has  been  performed. 

Secretary  Taft.  Oh,  no ;  I  oiuy  mentioned  those  facts,  Senator,  for 
the  purpose  of  showing  the  kind  of  government  that  is  needed.  If 
the  present  government  gets  along  well,  it  forms  a  fairly  good  argu- 
ment for  letting  well  enough  alone;  and  I  think  everybody  that  Eas 
been  on  the  Zone,  even  the  critical  newspaper  correspondent  who 
goes  for  the  purpose  of  seeing  that  things  are  rightly  done,  has  not 
been  able  to  find  any  ground  for  criticising  the  police  or  the  exercise 
by  the  police  of  the  power  which  is  given  them  or  of  the  general 
order  on  the  Zone.     Is  not  that  true.  General  Davis  ? 

General  Davis.  That  is  quite  the  fact ;  that  is  quite  so. 

Senator  TALiArERRO.  Bigelow  has  just  been  down  there  again,  you 
know.    • 

Secretary  Taft.  Yes.     [Laughter.] 

Senator  Morgan.  Now,  looking  to  the  situations  that  we  appre- 
hend, and  naturally  so,  I  am  trying  to  see  if  we  can  arrive  at  some 
conclusion  in  regard  to  the  government  there  that  will  prevent  these 
outside  men,  who  live  in  Colon  and  Panama  chiefly,  and  perhaps  in 
other  parts  of  Panama  outside  of  the  Zone,  from  corrupting  and 
destroying  the  people  that  we  employ  to  so  there  to  work — these  in- 
nocent people,  these  soft  and  gentle  people.  I  want  to  take  care  of 
them. 

Xow,  I  have  supposed  (and  if  I  am  incorrect  you  can  correct  me 
about  it)  that  it  is  quite  necessary  to  prevent  traders  and  merchants, 
if  you  please,  small  and  great,  in  Panama,  from^  holding  out  induce- 
ments of  8^1  attractive  and  perhaps  a  vicious  sort  to  get  into  their 
pockets  this  vast  amount  of  money  that  we  are  paying  out  there  every 
nfteen  days,  in  coin  and  otherwise.  I  wish  to  know  whether  it  is 
not  necessary  to  have,  within  that  Zone,  and  without  permission 
with  Panama,  and  without  consultation  with  her,  toq,  if  you  please, 
and*  without  catering  to  her  demands  for  trade  and  all  that,  a  govern- 
ment that  will  stand  on  its  own  feet,  and  will  be  able,  in  every  par- 
ticular, to  take  care  of  everybody  that  is  in  that  Zone.  Is  not  that 
the  best  plan  ? 

Secretary  TAn\  I  would  have  a  government  that  could  stand  on  its 
own  feet;  but  I  would  control  the  policy  of  that  government  by 
measures  sufficient  to  look  after  the  people,  but  not  calculated  to  stir 
up  hostility  in  an  independent  government  that  lies  so  near,  and  that 
can  in  a  good  many  different  ways  render  the  burden  of  the  United 
States  very  much  greater. 

Senator  Morgan.  A  government  that  has  that  power? 

Secretary  Taft.  Yes. 

Senator  Morgan.  That  is  coming  to  the  point  about  it.  I  never 
have  understood  that  the  Hay-Varilla  arrangement  or  treaty  implied 
in  any  sense  at  all  a  partnership  between  the  United  States  ana  the 
Republic  of  Panama  in  the  construction  or  control  or  management  of 
this  canal,  or  anything  about  it:  that  we  had  not  placed  ourselves  in 
a  position  of  dependence  upon  their  will  or  upon  their  good  will  or 
up>on  their  nonintervention  or  their  abstaining  from  interfering  with 
our  policy  and  our  plans ;  but  that  we  went  tnere  for  the  purpose  of 
builaing  a  canal,  with  all  the  powers  necessary  for  that  great  object, 
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and  that  Panama  should  be  given  to  understand  that  in  no  res^t  are 
we  beholden  to  her  for  anything  whatever  except  the  good  will  that 
one  honest  man  owes  to  another. 

That  has  been  my  view  of  it,  and  it  is  still  my  view  of  it,  and  I 
object  to  this  idea  of  having  to  consult  Panama  about  our  trade  rela- 
tions, and  the  price  of  food  to  be  issued  to  our  people,  and  the  regula- 
tion of  the  introduction  and  exit  of  our  ships,  and  matters  of  that  sort, 
including,  also,  quarantine.  I  do  not  think,  Mr.  Secretary,  that  we 
shall  ever  have  any  real  success  there  until  we  change  our  policy,  and 
that  while  we  should  not  change  it  unjustly,  or  from  kindness  into 
severity,  or  anything  of  the  sort,  we  shoula  change  it  as  to  the  ex- 
pression of  our  determination  to  take  the  control  of  that  Zone  as  a 
government  and  manage  it  in  our  own  way,  without  consulting  them 
as  to  what  we  should  do. 

Secretary  Tafi\  Now,  Senator,  may  I  answer  that? 

Senator  Morgan.  Yes ;  certainly. 

Secretarv  Taft.  I  have  very  little  to  say  in  answer  to  it,  except 
this,  that  "  the  proof  of  the  pudding  is  in  the  eating."  Under  the 
present  arrangement  we  are  getting  along  admirably.  There  is  no 
trouble  at  all;  there  is  no  interference  by  the  Panama  authorities 
with  what  we  are  doing.  Therefore  I  do  not  see  any  reason  for  the 
change,  and  I  do  think  that  common  prudence  ana  common  sense 
and  ordinary  policy  require  that  where  vou  sleep  in  bed  with  a  man 
you  should  conduct  yourself  on  as  friendly  relations  with  him  as  pos- 
sible, and  we  are  in  tlie  same  bed  with  Panama. 

Senator  Morgan.  I  am  sorry  to  hear  it.  I  have  alwaj's  under- 
stood that  it  was  very  bad  for  two  persons  to  sleep  in  the  same  bed. 

Secretary  Taft.  ft  is  impossible  to  live  inside  of  a  country  like 
that,  with  no  natural  boundaries  to  indicate  where  the  difference  is, 
without  coming  into  such  close  relations  that  it  is  a  great  deal  easier 
for  us,  where  we  do  not  yield  any  rights,  to  conduct  ourselves  in  such 
a  way  as  to  make  them  our  friends.  That  is  the  principle  upon 
which  I  proceefl. 

(The  committee  thereupon  adjourned  until  to-morrow,  Saturday, 
April  21, 1906,  at  10.30  o'clock  a.  m.) 
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Committee  on  Intf4ROceanic  Canals, 

United  States  Senate, 
Wcmhington,  D.  C,  April  £1,  1906. 
The  committee  met  at  10.30  o'clock  a.  m. 

Present:  Senators  Millard  (chairman),  Kittredge,  Dryden,  Hopkins^ 
Anken}^  Morgan,  Taliaferro,  and  Simmons. 

STATEMENT  OP  HON.  WILLIAM  H.  TAFT— Continued. 

The  Chairman.  Mr.  Secretary,  before  you  proceed  I  wish  to  state 
to  the  committee  that  I  undei-stand  you  expect  to  be  awa}'^  next  week, 
practically  the  entire  week. 

Secretary  Taft.  Yes,  sir.  I  shall  return  for  Thursday  and  Friday. 
I  had  hoped  to  get  through  this  examination  before  that. 

The  Chairman.  We  hope  to  get  through  with  you  to-day,  but  we 
may  have  to  recall  you  later  on.  I  think,  however,  so  far  as  the 
examination  that  is  proceeding  now  is  concerned,  we  should  be  through 
with  you  to-day.  Then  we  may  possibly  have  to  ask  you  to  come 
again  later  on. 

Senator  Morgan.  So  far  as  I  am  personally  concerned,  if  it  is  any 
advantage  to  the  Secrets rv  or  to  the  public  service  that  this  examina- 
tion should  be  suspended  now  and  resumed  when  he  returns,  I  am 
perfectly  willing  to  suspend. 

Secretary  Taft.  I  should  prefer  to  go  on  to-day,  if  I  may,  and  get 
as  far  as  possible;  and  then  you  can  adjourn  over  and  release  me,  if 
you  will,  until  the  following  week. 

Senator  Morgan.  There  is  a  part  of  this  examination  that  I  do  not 
think  any  of  us  are  competent  to  conduct  with  satisfaction  until  we 
hear  from  the  men  who  are  more  familiar  with  the  railroad  operations 
down  there  than  we  are. 

The  Chairman.  They  will  be  here  on  Tuesday  and  Wednesday  of  next 
week. 

Senator  Morgan.  That  is  what  I  understand. 

The  Chairman.  I  have  letters  from  them  to  that  effect. 

Senator  Morgan.  That  is  what  I  understand.  I  merely  suggested 
that  if  it  would  be  more  convenient  to  the  Secretar}'^  to  suspend  now 
and  return  later  it  would  be  perfectly  convenient  to  me  to  wait. 

The  Chairman.  I  merely  say  thatfor  the  information  of  the  com- 
mittee— that  Mr.  Drake  is  to  be  here  on  Tuesday  morning  at  10.30,  and 
the  purchasing  agent  for  the  railway  is  to  be  here  on  Wednesdav  morn- 
ing. Then  you  probably  will  recall  the  fact  that  we  set  apart  Thursday 
for  the  parties  who  are  interested  in  the  cement  business  in  this  country. 
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Senator  Morgan.  Cement? 

The  Chairman.  Yes. 

Senator  Morgan.  I  do  not  care  so  much  about  that. 

The  Chairman.  We  agreed  that  we  would  hear  them  on  that  day. 

Senator  Morgan.  They  are  trying  to  sell  something  to  us.  That  is 
all  there  is  to  that. 

The  Chairman.  That  was  the  understanding,  and  thej^  have  been 
notified  and  expect  to  be  here  on  that  day.  Now,  Senator,  proceed  if 
you  are  read  v. 

Senator  Morgan.  Mr.  Secretary,  I  want  to  have  your  statement 
and  your  views  about  the  doubling  up,  the  multiplicity  of  offices  in  the 
hands  of  the  same  individuals  in  the  conduct  of  the  Canal  Zone  work, 
including  the  railroad.  You  stated  that  when  you  went  down  there 
for  the  p)urpose  of  executing  the  directions  of  the  President  as  to  this 
modus  Vivendi  you  took  with  you  several  persons. 

Secretary  Taft.  'Yes,  sir. 

Senator  Morgan.  And,  amongst  others,  that  you  took  Mr.  Obaldia 
with  you? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  He  at  that  time  was  minister  to  this  place  here  i 

Secretary  TAhT.  Yes,  sir. 

Senator  Morgan.  And  he  was  also  a  director  in  the  railroad? 

Secretary  Taft.  Not  at  that  time. 

Senator  Morgan.  He  became  so  afterwards? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  Did  he  hold  any  other  office  under  Panama  except 
that  of  minister? 

Secretarv  Taft.  No,  sir;  none  that  1  know  of. 

Senator  Morgan.  Well,  then,  you  took  with  you  Mr.  William  Nelson 
Cromwell? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  How  man}"  offices  did  he  hold  at  that  time,  or 
places  that  we  call  offices,  in  connection  with  this  work? 

Secretary  Taft.  I  suppose  what  3^ou  mean  is  how  many  capacities 
was  he  filling? 

Senator  Morgan.  Ye?*. 

Secretary  Taft.  He  was  the  counsel — I  say  he  was  counsel;  I  assume 
that  he  was — for  Senor  de  Obaldia  and  the  Republic  of  Panama.  He 
acted  for  them. 

Senator  Morgan.     Yes.     He  was  their  legal  advisor  f 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  Verv  good.  That  is  one.  What  is  the  next  one 
that  he  held? 

Secretary  Taft.  He  was  the  general  counsel  of  the  Panama  Railroad. 

Senator  Morgan.  That  is  two.    The  next  one  he  held  was  what? 

Secretary  Tajt.  There  was  none  other. 

Senator  Morgan.  Oh,  yes.     He  .was  a  director  in  the  railroad. 

Secretary  Taft.  Ohl  I  believe  he  was;  yes. 

Senator  Morgan.  During  the  progress  of  that  agreement  with  Pan- 
ama, which  1  believe  covered  more  than  one  visit — not  one  visit  from 
you,  but  covered  a  visit  that  their  agents  made  here,  as  well  as  one 
that  you  made  down  there,  in  regard  to  the  banking  arrangements 

Secretary  Tait.  No,  sir.  There  wa^  a  currency  agreement  June  20, 
1904,  and  there  was  a  banking  agreement  made  April  29,  1905. 
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Senator  Morgan.  That  is  a  year  apart,  nearly  ? 

Secretary  Tait.  Yes;  quite  a  year  apart,  because  as  to  the  currency 
agreement,  for  the  reasons  that  1  have  stated,  growin^j  out  of  the 
issuance  of  the  Dingley  Act  order  of  June  24,  1904,  nothing  was  done 
until  we  went  down  in  December,  11^04. 

Senator  Morgan.  Well,  did  Mr.  Cromwell  represent  any  interest  in 
either  of  those  negotiations  about  the  currency  or  the  banking  agree- 
ment ? 

Secretary  Taft.  Not  that  I  know  of,  sir. 

Senator  Morgan.  He  was  at  that  time  also  the  attorney  of  the  Pan- 
ama Canal  Company? 

Secretary  Taft.  He  was. 

Senator  Morgan.  Yes.  Well,  who  was  Mr.  Farnham,  that  went 
with  him? 

Secretary  Taft.  He  was  Mr.  Cromwell's  assistant. 

Senator  Morgan.  What  do  you  mean  by  "assistant?" 

Secretary  Taft.  I  mean  he  was  in  his  office  and  under  his  employ. 

Senator  Morgan.  A  clerk  ? 

Secretary  Taft.  Yes;  I  understand  that  perhaps  that  would  describe 
him,  though  he  receives  $3,000  a  year,  1  tnink  Mr.  Cromwell  stated. 

Senator  Morgan.  Well,  he  is  probably,  then,  a  head  clerk.  Was 
he  at  that  time  a  director  in  the  railroad? 

Secretary  Taft.  No,  sir. 

Senator  Morgan.  He  had  no  connection  with  it? 

Secretary  Taft.  No,  sir;  except  as  he  was  in  the  employ  of  Mr» 
Cromwell,  who  was  general  counsel  for  the  railroad. 

Senator  Morgan.  Yes.  Well,  he  had  no  actual  connection  with  it, 
any  more  than  a  scrub  woman  would  have,  except  by  Mr.  Cromwell's 
direction  ? 

Secretarv  Taft.  That  is  all. 

Senator  "SIorgan.  Who  else  went? 

Secretary  Taft.  There  was  Admiral  Walker,  Judge  Magoon,  and  I 
think  I  took  an  aid,  Captain  Coleman,  and  either  one  or  two  stenog- 
raphers, I  have  forgotten  which — perhaps  one,  or  perhaps  my  private 
secretary.     1  think  that  was  it. 

Senator  Morgan.  At  that  time  was  Mr.  Magoon  governor  of  the 
Zone? 

Secretary  Taft.  No,  sir. 

Senator  Morgan.  Was  he  a  Commissioner? 

Secretary  Taft.  No,  sir;  he  was  general  counsel  of  the  Canal 
Commission. 

Senator  Morgan.  He  has  since  been  made  Commissioner  and  also 
governor  of  the  Zone? 

Secretary  Taijt.  Yes,  sft-. 

Senator  Morgan.  And  holds  those  two  offices? 

Secretary  Taft.  He  does;  and  minister. 

Senator  Morgan.  And  also  minister,  to-day? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  To  Panama? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  In  place  of  Mr.  Barrett^ 

Secretary  Taft.  Yes,  sir. 

Senator  Taliaferro.  He  receives  no  salary  as  minister,  does  he  I 

Secretary  Taft.  No,  sir. 
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Senator  Morgan.  We  ha^e  not  got  to  that.     He  conki  not  do  iL 

Secretary  Taft.  He  does  not,  whether  he  could  or  not. 

Senator  Morgan.  But  that  is  because  of  the  incompatibility  of  the 
oflBces,  that  he  does  not  receive  any  salary,  and  can  not  do  it. 

Secretary  Taft.  Is  that  a  question,  Senator? 

Senator  Morgan.  Yes,  sir. 

Secretary  Taft.  I  do  not  think  that  is  the  reason. 

Senator  Morgan.  What  is  it? 

Secretary  Taft.  It  is  in  order  that  there  shall  not  be  too '  much 
salary  paid.     That  is  all. 

Senator  Morgan.  Well,  1  always  thought  that  if  a  man  held  one 
office  under  the  United  States  Government  he  was  obliged  to  stick  to 
that  until  Congress  or  some  authority  of  Congress  save  him  another. 

Secretary  Taft.  There  has  to  be  authority  of  Congress,  but  the 
authority  —at  least  if  there  is  no  exclusion  there  is  no  law  preventing 
it.  You  see,  with  reference  to  the  Philippines,  with  reference  to  the 
Canal  Zone,  with  reference  to,  I  think,  Porto  Rico,  it  has  been  the 
legislative  custom  and  the  executive  custom  to  unite  offices  of  that 
sort.  In  the  very  Spooner  Act  there  is  a  provision  by  which  arriiy 
engineers  and  armj^  officers  are  to  fill  two  positions. 

Senator  Morgan.  Retired  officers  of  the  Army  ? 

Secretary  Taft.  Retired  and  active. 

Senator  Morgan.  That  is  by  assignment  of  the  President,  not  bj- 
appointment  to  an  office. 

Secretary  Taft.  I  do  not  recognize  any  difference  between  designa- 
tion and  appointment. 

Senator  Morgan.  I  am  a  little  surprised  at  that  statement,  because 
in  that  difference,  I  think,  rests  the  whole  doctrine  that  forbids  the 
accumulation  of  a  multiplicity  of  offices  in  the  hands  of  one  man.  The 
President  of  the  United  States  has  the  right  to  designate  a  military 
officer  to  any  militarj^  service  or  any  service  connected  with  the  mili- 
tary that  he  chooses  to  do,  but  that  is  because  he  holds  an  office,  and  he 
makes  the  duty  appurtenant  to  it;  but  he  has  no  right  to  appoint  a 
major-general  of  the  United  States  Army  to  a  court  as  a  judge,  and 
have  him  qualified  to  enter  upon  both  duties  at  the  same  time.  They 
are  dissimilar  and  belong  to  aifferent  departments  of  the  GovernmenL 

Secretary  Taft.  Of  course,  the  positions  are  such  that  the\-  ought 
not  to  conflict  with  each  other;  but  the  custom  has  been,  since  the 
beginning,  to  appoint  to  two  offices,  if  the  law  does  not  prohibit  it, 
where  the  public  interest  would  be  served.  I  think  you  can  find 
instance  after  instance  where  that  has  occurred,  and  it  certainly  has 
occurred  in  the  administration  of  the  dependent  possessions  of  the 
United  States.  ^ 

Senator  Morgan.  Well,  I  think  it  was  when  we  got  to  having 
dependent  possessions,  as  they  are  called,  that  are  partly  in  and  partly 
out  of  the  United  States,  that  we  found  it  necessary'  to  qualify  officers 
of  the  United  States  to  hold  offices  in  the  dependent  possessions. 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  And  therefore  to  blirden  them,  if  we  may  so  speak 
of  it — not  so  much  against  their  will,  I  suppose 

Secretary  Taft.  Not  if  it  was  accompanied  by  additional  salary. 
(Laughter.) 

Senator  Morgan  (continuing).  With  the  discharge  of  duties  in  both 
places,  under  different  authority,  provided  the  salary  would  justify  it 
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While  we  are  upon  the  Question  of  salary,  Mr.  Secretary — and  this 
investigation  leads  naturally  and  necessarily  up  to  that — what  is  the 
reason  for  the  sudden  and  very  great  extension  or  expansion  of  the 
salaries  under  the  new  organization,  as  we  call  it,  the  one  that  is  now 
in  existence,  of  the  Isthmian  Canal  Commission,  beyond  those  that  were 
conferred  upon  the  old  Commission? 

Secretar}^  Taft.  As  a  matter  of  fact,  the  salaries  paid  to  the  old 
Commission  exceeded  those  paid  to  the  new,  but  they  were  diflferently 
distributed.  The  salaries  paid  to  the  executive  officers  of  the  new 
Commission  were  proportioned  to  salaries  paid  in  ordinary  corporate 
practice  for  men  of  the  experience  and  skill  and  ability  that  are  re- 
quired for  great  corporate  enterprises,  and  that  are  necessarily  required 
in  this. 

Senator  Morgan.  As  a  matter  of  fact,  you  say  that  the  salaries  of 
the  old  Commission  exceeded  those  that  are  conferred  upon  the  new 
Commission  'i 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  You  mean  in  the  aggregate? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  But  thev  were  distributed  equally  among  all  the 
members  of  the  Commission  i 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  Then  the  change  that  was  made  was  to  reduce  the 
salaries  of  some  and  raise  the  salaries  of  others? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  Can  you  point  out  any  actual  necessity  for  that 
dLscrimination  ? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  I  shall  be  glad  if  you  will  do  so. 

Secretary  Taft.  The  one  thing  of  all  others  that  was  needed  in  reor- 
ganizing the  Commission  was  a  head  in  this  country  who  should  be 
familiar  with  preparing  for  great  constructive  enterprises  like  the 
building  of  a  railroad  or  the  building  of  a  canal.  The  one  great  defect 
of  the  old  Commission  was  the  defect  of  not  getting  competent 
employees,  or  not  pushing  and  pressing  and  getting  to  the  Isthmus 
the  necessary  machinery  and  equipment,  and  of  not  making  the  plans 
needed  for  the  preliminary  plant  which  was  absolutely  required  on 
the  Isthmus.  Therefore  it  was  needed  to  secure  a  man  who  was  used 
to  organizing  a  great  bureau  of  supply  and  of  pushing  those  supplies 
forward  under  conditions  resembling  quite  nearly  the  construction  of 
a  great  railroad.  We  were  not  able  to  get  such  a  man  unless  we  paid 
a  salary  equal  to  that  which  prevails  in  circles  of  that  kind.  There- 
fore we  paid  Mr.  Shonts  ^30,000. 

Senator  Kittredge.  It  is  $35,000,  is  it  not? 

Secretary  Taft.  Thirty  thousand  dollars. 

Senator  Morgan.  You"  mean  not  that  such  men  were  not  in  the 
country,  but  that  they  did  not  have  the  reputation  to  justify  their 
«raployment  in  the  work  ? 

Secretary  Taft.  They  did  not  have  the  reputation,  the  skill;  and 
experience,  unless  you  paid  them  such  a  salary. 

Senator  Morgan.  Was  not  a  difficulty,  if  not  the  real  difficulty  in 
the  first  year's  operations  in  dealing  with  the  Panama  Canal,  the  public 
demand  responded  to  by  the  administration,  or  the  demand  of  the 
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administration  responded  to  by  the  public,  one  or  the  other,  that  you 
should  at  once  commence  the  work  of  digging? 

Secretary  Taft.  I  do  not  think  that  there  was  any  pressure  to  com- 
mence the  work  of  digging.  That  was  suggested  by  Mr.  Wallace,  not 
really  for  the  purpose  of  excavation,  but  tor  the  pui-pose  of  experi- 
ment. Of  course  it  may  have  satisfied  a  public  demand,  when  ques- 
tions were  put  such  as  have  been  put  here  at  this  board  or  before  the 
Appropriations  Committee:  ''Well,  are  you  doing  any  digging f" 
Tne  truth  is  that  unless  that  excavation  was  justitiea  for  experimental 
purposes,  it  was  not  justified  at  all;  because  the  only  proper  method 
of  doing  a  great  constructive  work  like  this  is  to  make  proper  prelim- 
inaries before  the  work  of  digging  begins  at  all. 

Senator  Morgan.  When  did  Mr.  Shonts  enter  upon  his  duties  i 

Secretary  Taft.  The  1st  Of  April. 

Senator  Morgan.  Nineteen  hundred  and  five  i 

Secretarv  Tafi*.  Yes,  sir. 

Senator  Morgan.  Did  he  not  find  at  that  time  a  very  great  influx 
of  material  going  in  there  for  all  kinds  of  work  that  was  required  to 
be  done,  and  machinery  and  everything  of  that  sort,  that  even  over- 
taxed the  powers  of  transportation  that  the  (Jovernment  had? 

Secretar3'  Taft.  No,  sir;  he  did  not.  He  took  action  which  did 
bring  about  the  pushing  of  that,  because,  for  nineteen  days  succeeding 
the  3d  of  April  ne  opened  and  awarded  bids  which  had  been  unopened 
and  una  warded  under  the  old  Commission;  and  he  sent  men  to  the 
various  establishments  where  the  supplies  were  to  be  furnished  to 
press  them  forward.  That  work,  in  addition  to  the  organization  of 
the  bureau  and  getting  competent  employees  for  the  bureau,  took  him 
until  the  latter  part  of  June. 

Senator  Morgan.  Whose  duty  was  it  to  have  those  bids  opened  and 
answered  ? 

Secretary  Taft.  The  duty  of  the  old  Commission. 

Senator  Morgan.  What  member  of  the  old  Commission? 

Secretary  Taft.  W^ell,  Admiral  Walker  was  the  chairman. 

The  Chairman.  And  it  was  his  duty? 

Secretary  Taft.  Yes,  sir;  I  assume  so.     He  was  responsible. 

Senator  'Morgan.  And  it  was  his  failure,  then,  to  perform  that  duty 
that  prevented  the  incoming  of  material  into  the  canal  that  was  needed 
for  tne  work? 

Secretary  Taft.  Perhaps  it  is  putting  too  much  on  Admiral  Walker 
to  say  that.  I  have  no  doubt  the  Admiral  worked  hard,  but  they  had 
turned  over  to  Mr.  Redefern,  who  began  as  a  secretary  or  assistant 
secretary  or  clerk,  the  work  when  it  was  easy  of  attending  to  requisi- 
tions; and  while  he  worked  hard,  he  became  swamped  wim  the  num- 
ber of  requisitions  that  came  in.  The  immediate  dutj^  was  that  of 
Mr.  Redfern's,  I  presume.  The  defect  was  in  not  providing  a  larger 
organization. 

•Senator  Morgan.  Well,  we  have  had  a  very  remarkable  congestion, 
according  to  the  statements  that  have  been  made  here,  of  freight* 
between  Colon  and  La  Boca,  across  the  railroad.  Did  that  occur  before 
Mr.  Shonts  went  there  or  after  he  took  these  active  and  strenuous 
steps  to  assemble  material? 

becretar}'  Taft.  It  occurred  before  Mr.  Shonts  went  there.  Mr. 
Shonts  did  not  go  there  until 
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Senator  Morgan.  I  mean  before  his  appointment. 

Secretary  Tapt.  Oh,  you  mean 

Senator  Morgan.  The  congestion. 

Secretary  Taft.  I  do  not  think  that  there  was  any.  There  may 
have  been  some  congestion  in  the  commercial  transportation  before 
the  Ist  of  April  or  earlier. 

Senator  m!organ.  1  do  not  think  we  have  had  any  account  of  it  if 
it  existed.  ^ 

Secretary  Taft.  I  think  Mr.  Schwerin  testified  that  there  were  some 
articles  that  had  not  been  delivered  for  a  year,  but  I  think  those 
were  clearly  exceptions. 

Senator  Morgan.  Yes. 

Secretary  Taft.  The  great  congestion  occurred  after  the  1st  of 
April,  between  that  time  and  the  time  when  Mr.  Stevens  went  there, 
and  arose  from  the  concentration  of  the  filling  of  all  the  requisitions 
that  had  been  sent  down  there  for  upward  of  a  year, 

Senator  Morgan.  Then  Mr.  Shonts,  with  his  vigor  and  energjr  and 
ability,  appears  to  be  the  man  who  was  responsible  for  the  rapiainflux 
of  material  into  the  Isthmus? 

Secretarv  Taft.  Yes,  sir;  he  and  his  employees. 

Senator  "Morgan.  It  was  under  lys  direction? 

Secretary  Taft.  Yes,  sir;  that  is,  he  was  pushing  what  had  been 
previously  ordered. 

Senator  Morgan.  Had  he  ever  been  on  the  Isthmus  when  he  gave 
these  orders? 

Secretary  Taft.  No,  sir. 

Senator  Morgan.  He  had  not  seen  it  at  all? 

Secretary  Taft.  No,  sir. 

Senator  Morgan.  So  that  he  was  acting  without  personal  knowl- 
edge of  the  conditions  that  actually  existed  there? 

Secretary  Taft.  Without  personal  knowledge;  yes. 

Senator  Morgan.  Without  personal  knowledge;  that  is  what  I  say. 

Secretary  Taft.  He  had  Mr.  Wallace  here  to  assist  him  from  the 
3d  of  April  until  the  17th  of  May,  from  whom,  doubtless,  he  got  all 
the  information  that  he  needed  on  that  subject. 

Senator  Morgan.  Well,  it  looks  to  me  a  good  deal  like  a  general 
assembling  his  troops  on  the  battlefield  and  having  them  arranged  by 
his  orders,  without  ever  having  been  on  the  field  himself. 

Secretary  Taft.  Not  at  all.  The  place  for  the  general  is  where  the 
work  is  to  be  done;  and  the  work  was  to  be  done  here.  Mr.  Shonts 
relied  on  Mr.  Wallace  to  look  after  the  taking  care  of  the  goods  when 
thev  got  there. 

^nator  Morgan.  That  duty  was  performed,  was  it  not? 

Secretary  Taft.  No,  sir. 

Senator  Morgan.  It  was  not? 

Secretary  Taft.  No,  sir. 

Senator  Morgan.  In  what  respect  was  it  neglected? 

Secretary  Taft.  It  was  left  to  congestion.  The  control  was  left  in 
the  hands  of  Mr.  Dauchy,  who  was  not  a  railroad  man,  and  in  the 
hands  of  the  assistant  superintendent,  who  had  subsequently  to  be 
discharged  because  he  was  not  eaual  to  the  situation. 

Senator  KlmREDGE.  Had  the  nealth  conditions  anything  to  do  with 
the  congestion? 
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Secretary  Taft.  1  presume  that  by  the  loss  of  employees  they  in- 
creased it.  But  the  congestion  which' occurred  by  reason  of  quarantine 
occurred  later.     That  occurred  in  July  and  August. 

Senator  Morgan.  It  was  not  possible  that  Admiral  Walker  in  the 
conduct  of  his  administration  of  that  business  on  the  Zone  there  had 
delayed  assembling  the  material  in  order  to  avoid  just  such  a  conges- 
tion^ and  in  order  to  be  prepared  to  receive  laborers  and  accommodate 
them  with  housing  and  fooa,  as  they  might  come  into  the  Isthmus  f 

Secretary  Taft.  No,  sir.  I  can  not  understand  how  that  would 
account  for  the  failure  to  deliver  medical  supplies  ordered  through 
General  Davis  in  August  that  did  not  reach  there  until  Februar}^; 
indeed,  had  not  reached  there  on  the  8th  of  Februar3\ 

Senator  Morgan.  It  is  alleged — I  do  not  know  with  what  degree  of 
propriety,  as  to  its  being  a  good  justification — that  the  medical  sup- 
plies were  delayed  because  of  the  red  tape  in  getting  the  approval  of 
officers  necessar}'  to  their  being  purchased  and  forwarded. 

Secretary  Taft.  I  do  not  think  that  is  true,  sir. 

Senator  Morgan.  You  think  it  is  not? 

Secretary  Taft.  The  statement  of  the  Commission  was,  at  least,  as 
I  recollect  it,  in  the  discussion  that  arose  over  a  complaint  of  Doctor 
Reed,  that  thej^  had  turned  the  matter  over  to  the  Army  surgeons  and 
that  they  were  furnished  promptly.  This  was  not  at  that  time,  but 
afterwards. 

Senator  Morgan.  Did  the  old  Commission  do  any  digging  there 
with  reference  to  the  opening  of  the  canal  as  a  permanent  work,  or 
was  it  with  reference  to  making  the  same  experimental  tests  that  Mr. 
Wallace  afterwards  oursued  ? 

Secretary  Taft.  Oh,  it  was  the  same  thing.  Mr.  Wallace  worked 
under  the  old  Commission. 

Senator  Morgan.  Mr.  Wallace  worked  under  the  old  Commission? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  Those  experiments  are  going  on  yet,  are  they  not? 

Secretary  Taft.  No,  sir.  They  were  stopped  on  t6e  1st  of  August. 
I  do  not  mean  to  say  that  things  are  not  being  done  now  that  might  be 
used  probabh^  with  more  safety  a^  a  basis  for  judgment  than  those 
which  were  carried  on  under  Mr.  Wallace.  The  things  which  are  being 
done  now,  however,  are  not  for  the  purpose  of  experiment,  but  are  for 
the  purpose  of  constructing  the  roads  at  levels  along  which  it  is  intended 
hereafter  to  put  the  cars  on  which  the  material,  the  waste,  is  taken  up 
and  run  them  down  to  the  various  places  where  the  waste  is  to  be 
dumped. 

Senator  Morgan.  Then  the  work  of  experimentation  has  ceased  and 
the  work  of  construction  has  actually  begun? 

Secretary  Taft.  It  is  not  work  of  construction,  in  the  sense  that  it 
is  not  work  of  excavation.  It  is  work  of  preliminary  construction, 
on  which  to  put  the  spur  tracks,  which  wilt  be  necessary  when  exca- 
vation reallv  begins. 

Senator  Morgan.  Then  the  situation  is  that  the  preliminary  work 
necessary  to  the  carrying  on  of  the  ultimate  work  is  still  being  con- 
ducted? 

Secretary  Taft.  Yes,  sir;  but  it  is  nearly  completed. 

Senator  Morgan.  But  not  yet  completed"? 

Secretary  Taft.  No,  sir. 
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Senator  Mobgax.  Did  Mr.  Wallace  conduct  it  >vith  diligence  while 
he  had  charge  of  it^ 

Secretary  Taft.  I  have  no  doubt  he  did. 

Senator  Morgan.  And  skill? 

Secretary  Taft.  Well,  1  am  not  competent  to  pass  on  that.  He 
himself  testifies  to  the  difficulties  that  he  had,  and  the  reason  why 
what  he  did  was  not  as  useful  as  it  might  have  been  if  conducted  under 
the  same  conditions  that  excavation  is  likely  to  be  conducted  under  in 
the  future.  He  describes  the  use  of  insufficient  cars,  of  the  old  Bel- 
gian pattern,  insufficient  locomotives  with  rigid  axles,  and  insufficient 
tracks  of  the  French  which,  in  the  wet  season,  would  slip  and  throw 
the  cars  off.  He  says  that  the  reason  why  that  occurred — and  I  have 
no  doubt  it  is  true,  and  it  is  a  good  justification  for  the  fact  that  he 
was  not  able  to  do  better,  though  it  may  not  be  a  justification  for  his 
doing  it  at  all — was  that  the  material  which  he  had  ordered  for  that 
purpose  was  not  sent  to  him. 

Senator  Morgan.  Well,  I  suppose  the  difficulties  of  every  sort  in 
the  organization  of  so  great  a  work,  both  at  Panama  and  everywhere 
else,  were  very,  verv  great? 

Secretary  Taft.  Oh,  yes,  sir;  and  I  am  not  oflfering  what  1  have 
offered  here  as  any  criticism  of  Mr.  Wallace  as  an  engineer  at  all.  I 
realized  at  the  time,  and  1  think  in  my  statement  1  have  said,  that  the 
difficulties  that  Mr.  Wallace  had  to  encounter  were  very  heavy. 

Senator  Morgan.  Up  to  the  time  of  his  resignation,  or  rather  his 
dismissal,  had  you  ever  found  any  objection  to  his  work,  or  to  his  skill 
and  ability,  or  to  the  reasonableness  of  his  forecast  and  arrangement 
for  conducting  work  afterwards?  Did  you  make  anj^  objection  to  his 
continuance  in  office? 

Secretary  Taft.  I  had  not. 

Senator  Morgan.  So  far  as  his  official  duties  were  concerned,  he 
was  all  that  you  expected  or  desired? 

Secretary  Taft.  So  far  as  1  knew. 

Senator  Morgan.  Yes.  Do  you  think  that  it  was  possible  for  the 
first  Commission,  starting  as  the^^  did  and  in  the  condition  that  the 
work  was  in,  during  the  first  year  of  their  service — during  the  term  of 
their  service — to  have  made  any  additional  preparations  for  conducting 
the  permanent  work  on  the  canal  that  they  failed  to  make? 

Secretarv  Taft.  Yes,  sir. 

Senator  Morgan.  I  wish  you  would  please  state  them. 

Secretary'  Taft.  They  failed  quite  markedly  in  the  organization  of 
a  purchasing  and  employing  department. 

Senator  Hopkins.  Will  you  let  me  ask  a  question  right  there.  Sena- 
tor? 

Senator  Morgan.  Certainly. 

Senator  Hopkins.  Is  it  not  a  fact  also,  Mr.  Secretary^,  that  in  select- 
ing Mr.  Redfern  they  took  a  man  who  was  utterly  incapable  of  dis- 
charging the  duties  of  the  position  in  which  he  was  placed,  and  took 
him  from  the  police  force  here  at  the  Capitol  without  experience  and 
without  abilitv? 

Secretary  T^aft.  Well,  Senator  Hopkins,  I  am  not  familiar  with 
Mr.  Redfern's  previous  history.  I  only  knew  that  he  was  a  clerk  or 
an  employee  in  the  Department.  I  believe  that  he  was  active,  and  that 
he  did  wnat  he  could. 
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Senator  Hopkins.  Yes. 

Secretary  Taft.  But  I  do  not  think  that  his  experience  was  such  as 
to  justify  selecting  him  as,  in  eflfect,  the  purchasing  agent  for  so  large 
an  enterprise.  Mr.  Redfern  was  subsequently  enaployed  by  Major 
Gallagher  as  a  forwarding  agent,  rather  than  as  a  purchasing  agent, 
at  New  Orleans.  Mr.  Redfern  is,  so  far  as  1  know,  an  excellent  young 
man,  but  not  adapted  to  the  task  which  gradually  grew  and  thrust 
itself  upon  him. 

Senator  Morgan.  I  suppose  Mr.  Redfern  had  as  much  experience 
in  the  position  to  which  he  was  then  newly  appointed,  the  work  that 
he  was  required  to  do,  as  Mr.  Bishop  has  in  regard  to  the  duties  of  a 
Commissioner  or  the  engineering  conditions  on  the  Isthmus. 

Secretary  Taft.  Well,  Mr.  Bishop  is  a  very  much  higher  order  of 
man. 

Senator  Morgan.  I  do  not  know  why. 

Secretary  Taft.  Because  he  is  a  man  who  is  older,  of  very  much 
wider  experience,  and  in  the  capacity  which  he  was  called  upon  to  fill 
is,  I  know,  a  man  of  ability. 

Senator  Morgan.  Well,  Mr.  Redfern  had  done  some  work  in  his 
life,  had  he  not,  of  a  practical  sort? 

Secretary  Taft.  1  ao  not  know  about  that. 

Senator  Morgan.  Do  you  know  of  Mr.  Bishop's  ever  having  done 
any? 

Secretary  Taft.  I  think  intellectual  work  is  quite  as  important  as 
manual  labor. 

Senator  Morgan.  I  said  practical. 

Secretary  Taft.  Well,  I  think  intellectual  labor  is  practical. 

Senator  Morgan.  Has  he  any  reputation  or  education  as  an  engi- 
neer? 

Secretary  Taft.  No,  sir. 

Senator  Morgan.  None  whatever? 

Secretary  Tait.  No,  sir. 

Senator  Morgan.  Has  he  anv  reputation  or  education  as  a  geolo- 
gist? 

Secretary  Taft.  No,  sir;  not  that  I  know  of. 

Senator  Morgan.  What  is  his  reputation  and  education? 

Secretary  Taft.  His  reputation  is  that  of  a  journalist. 

Senator  Morgan.  A  newspaper  writer? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  He  has  acquired  all  the  power  that  that  experi- 
ence would  give  him,  I  suppose? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  In  the  execution  of  the  great  duties  of  a 
Commissioner? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  And  that  is  all? 

Secretary  Taft.  That  is  all. 

Senator  Morgan.  I  did  not  wish  to  contrast  Mr.  Redfern  with  Mr. 
Bishop,  but  the  situation  seemed  to  require  it,  and  1  thought  I  would 
present  the  situation. 

Senator  Hopkins.  I  wanted  to  bring  out  the  fact  that  this  man  was 
taken  from  the  police  force,  and  that  that  had  been  his  experience,  and 
the  Commission,  in  my  judgment,  was  not  warranted  in  taking  a  man 
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of  that  limited  experience  and  putting  him  in  the  responsible  position 
in  which  he  was  placed. 

Senator  Simmons.  Who  was  responsible  for  Mr.  Redfern's  appoint- 
ment? 

Secretary  Taft.  I  have  understood,  and  I  think  Colonel  Edwards  is 
my  authority  for  it,  that  he  was  under  Admiral  Walker  in  some 
capacitv.  Perhaps  General  Davis  can  say.  Was  it  at  the  Metropolitan 
Club  if  " 

General  Davis.  No,  sir.  I  can  tell  jo\i  something  of  Mr.  Redfern. 
Under  the  old  Isthmian  Canal  Commission,  the  Walker  Commission  of 
1899-1901,  Mr.  Redfern  was  the  disbureing  officer  for  that  Commission. 

Secretary  Taft.  That  is  it. 

General  Davis.  And  purchased  and  forwarded  supplies,  limited  as 
they  might  be,  instruments,  etc.,  to  the  working  force  that  were 
engaged  on  the  line  in  Central  America,  Nicaragua,  Panama,  etc. 
When  this  Commission  of  1904  was  organized  he  was  continued  first 
as  a  disbursing  officer  for  it,  in  the  first  few  weeks,  and  then  he  was 
transformed  into  the  purchasing  officer. 

Senator  Hopkins.  Did  you  know  him  when  he  was  on  the  police 
force  ? 

General  Davis.  No,  sir.  I  never  saw  him  in  mv  life  until  I  saw 
him  in  1904. 

Secretary  Taft.  I  never  saw  him,  so  far  as  I  know. 

Senator  Dryden.  How  old  a  man  is  hei 

General  Davis.  I  should  think  about  38,  or  something  like  that. 

Senator  Simmons.  Before  he  was  appointed  he  had  Tiad  a  limited 
experience,  then? 

General  Davis.  Yes.  He  had  had  that  experience  which  I  state. 
He  had  been  disbursing  officer  of  the  old  Commission  during  two  or 
three  years  of  its  existence,  and  had  purchased  such  supplies  as  they 
required  for  their  provisions  for  the  working  parties,  instruments, 
stationery,  etc.,  and  attended  to  transportation  by  ocean  and  rail,  and 
such  things  as  that. 

Senator  Hopkins.  How  much  of  a  force,  General? 

General  Davis.  I  think  very  small. 

Senator  Hopkins.  What  do  you  mean  by  that? 

General  Davis.  Three  or  four  clerks. 

Senator  Hopkins.  Just  the  supplies  for  three  or  four  clerks? 

General  Davis.  No,  sir;  for  the  parties  in  the  field. 

Senator  Hopkins.  Oh,  ves. 

General  Davis.  I  could  not  say  offhand,  but  I  think  that  the  num- 
ber of  engineers  and  rodmen  and  chainmen,  foremen,  laborers,  and  so 
on,  numbered  500.     That  is  onlv  a  guess. 

Senator  Hopkins.  What  did  he  have  to  do  in  buying  for  them? 

General  Davis.  He  had  to  purchase  such  supplies  as  that  force 
required. 

Senator  Hopkins.  The  provisions  they  ate? 

General  Davis.  Yes,  sir. 

Senator  Hopkins.  Anything  in  addition  to  that? 

General  Davis.  Instruments,  stationery,  tools — I  only  know  this  by 
hearsay,  Senator.     I  am  not  speaking  from  personal  knowledge. 

Senator  Hopkins.  It  was  not  a  very  responsible  position,  was  it, 
under  the  old  Commission? 
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General  Davis.  Oh,  no,  sir. 

Senator  Morgan.  I  wish  to  examine  you  a  little  bit  about  Mr.  Red- 
fern,  General  Davis.     When  did  you  first  know  him? 

General  Davis.  I  first  saw  him  in  1904. 

Senator  Morgan.  Where  i 

General  Davis.  In  W^ashington,  after  I  had  been  appointed. 

Senator  Morgan.  After  he  had  served  a  tour  of  service  with  the 
first  Walker  Commission? 

General  Davis.  Yes;  after  that. 

Senator  Morgan.  And  the  first  Isthmian  Canal  Commission? 

General  Davis.  I  refer  to  the  W'alker  Commission  of  1899-1901. 

Senator  Morgan.  Had  he  not  been  employed  by  the  previous  Com- 
mission, by  Admiral  Walker? 

General  Davis.  I  could  not  say.     I  do  not  know. 

Senator  Morgan.  You  were  not  with  those  Commissions? 

General  Davis.  No,  sir;  I  was  thousands  of  miles  away. 

Senator  Morgan.  You  do  not  know  that  Mr.  Kedfern  had  to  follow 
them  about  over  the  world,  wherever  they  went,  and  supply  them? 

General  Davis.  I  do  not;  no,  sir.  As  I  say,  my  knowledge  is  hear- 
say.    My  knowledge  of  him  is  all  derived  from  hearsay. 

Senator  Morgan.  But  3'ou  continued  him  in  the  service.  He  was 
continued  in  the  service  of  the  new  Commission? 

General  Davis.  He  was  under  pay  when  the  Commission  was  created, 
in  1904. 

Senator  Morgan.  Yes. 

General  Davis.  He  was  continued  in  that  service  by  Admiral  Walker 
and  his  colleagues.  I  went  to  the  Isthmus  directly,  so  that  I  had  really 
nothing  to  do  with  the  deteimination  of  the  policy. 

Senator  Morgan.  You  did  your  work  down  tKere,  and  the  balance 
of  them  did  their  work  here.     That  is  how  it  happened? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  Did  Mr.  Redfern  go  with  3^ou  or  stay  here? 

General  Davis.  He  remained  here. 

Senator  Morgan.  And  was  connected  with  the  office  work,  I  suppose  i 

General  Davis.  Here  in  Washington;  yes. 

Senator  Morgan.  With  the  office  wort  in  Washington? 

General  Davis.  Yes,  sir. 

Senator  Morgan.  Did  anybody  on  the  Commission  complain  of  any 
defect  of  judgment  or  industry  or  sobriety  or  loyalty  on  his  parti 

General  Davis.  So  far  as  I  know,  no  sir.  My  knowleage,  3'ou 
know,  must  necessarily  be  meager. 

Senator  Morgan.  So  that  the  complaint  seems  to  be  that  he  was 
once  on  the  police  force  in  Washington? 

General  Davis.  I  do  not  know  anything  about  that.  I  never  heard 
that  before.     No  doubt  it  is  true,  as  the  Senator  has  stated  it. 

Senator  Morgan.  Did  j  ou  ever  hear  that  Mr.  Farnham,  a  member 
of  the  board  of  directors,  had  been  a  secret-service  man  ? 

General  Davis.  No,  sir. 

Senator  Morgan.  I  do  not  say  that  that  would  be  an  objection  to 
him.     I  think  that  he  would  be  needed.     (Laughter.) 

General  Davis.  No,  sir;  I  never  heard  that,  except  as  I  have  read 
it  in  the  testimony  of  the  hearings  here,  or  seen  references  to  it  in  the 
testimony. 
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Senator  Hopkins.  It  is  plain,  at  any  rate,  that  he  was  the  man  in 
charge  when  the  Commission  got  swamped  in  failing  to  comply  with 
the  requisitions  from  the  Isthmus. 

Senator  Moroan.  Who  is  }^our  informant  in  that  regard? 

Senator  Hopkins.  The  Secretary  has  just  stated  that,  as  I  under- 
stand it,  this  morning. 

Secretary  Taft.  Yes,  sir. 

Senator  Hopkins.  The  Secretary,  right  here,  just  stated  that  this 
morning. 

Senator  Morgan.  That  it  was  Redfern's  fault  that  these  bids  were 
not  opened  ? 

Senator  Hopkins.  Yes. 

Secretary  Taft.  I  do  not  say  that  it  was  his  fault,  in  the  sense  that 
he  could  have  done  more  than  he  did,  but  that  that  is  where  the  defect 
occurred.  It  arose  from  his  lack  of  experience  and  from  the  fact  that 
there  was  not  a  sufficient  organization  under  him  to  do  the  work. 

Senator  Morgan.  I  have  understood  that  after  those  biddings  were 
opened  and  sent  out  and  were  responded  to  that  the  difficulty  occurred 
from  the  sudden  congestion  of  freight  arising  at  the  Isthmus? 

Secretary  Taft.  ho,  sir;  not  at  all.  That  was  a  difficulty  which  was 
due  to  an  entirely  different  cause.  The  great  difficulty  that  Mr.  Wal- 
lace complained  of,  and  properly  complained  of,  was  the  failure  to 
supply  him  with  material.  That  was  due  to  the  fault  of  the  lack  of 
organization  of  the  purchasing  department  of  the  old  Commission,  and 
Mr.  Redfern  was  at  the  head  of  tnat  organization.  Now,  whether  he 
was  to  blame  or  not  is  a  question  I  have  not  gone  into  myself.  I  do 
not  know. 

Senator  Morgan.  Were  you  the  Secretary  of  War  while  this  defect- 
ive organization  was  in  existence? 

Secretary'  Taft.  I  was. 

Senator  Morgan.  How  did  it  happen  that  you  did  not  make  a  bet- 
ter organization  ? 

Secretary  Taft.  Because  I  did  not  know  about  it.  I  can  not  organ- 
ize a  purchasing  department  for  a  commission  that  is  chai'ged  under 
the  law  with  the  dutv  of  carrying  on  work  of  that  sort.  1  had  some 
other  things  to  do,  which  I  can  specify  if  the  committee  desires  it. 

Senator  Dryden.  Mr.  Secretary,  did  the  Commission  have  power 
to  discharge  Mr.  Redfern  if  they  found  him  inefficient  and  to  appoint 
another  in  his  place? 

Secretary  Taft.  Yes,  sir;  they  had  full  power. 

Senator  Dryden.  Then  the  Commission  is  primarily  responsible  for 
any  lack  of  business  methods  and  for  the  failure  to  supply  tnese goods? 

Secretary  Taft.  Yes,  Mr. 

Senator  Simmons.  Mr.  Secretary,  Mr.  Redfern  was  engaged  as 
purchasing  agent,  as  I  understand  ? 

Secretary  Tafi.  Well,  Senator,  he  acted  in  that  capacity.  Whether 
his  title  was  that  of  purchasing  agent,  or  whether  he  was  on  the  rolls 
as  a  clerk  or  assistant  secretary,  I  do  not  know. 

Senator  Simmons.  Was  the  purchasing  agent  responsible  for  seeing 
that  the  things  t)urchavsed  were  forwarded,  and  was  not  the  trouble 
chiefly  that  you  did  not  have  two  departments,  one  looking  especially 
after  the  purchasing  and  another  looking  after  the  forwarding  of  the 
things  purchased  ? 
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Secretary  Taft.  It  is  quite  true  that  one  of  the  defects  in  the 
organization  was  that  there  were  not  people  charged  with  the  duty  of 
going  out  and  forwarding  the  goods;  but  I  do  not  think  that  the  per- 
sons who  were  engaged  in  the  actual  purchasing  can  be  said  to  have 
fulfilled  the  duty  of  a  proper  purchasing  department,  for  the  reason 
that  when  Major  Gallagher  came  in,  as  he  has  already  testified  before 
you,  and  as  the  exhibits  that  I  have  put  in  show,  he  found  requisitions 
m  Mr.  Redfern's  custody  which  had  been  there  for  four  months,  and 
were  unopened— thirty-two  of  them.  So  that,  while  there  was  a  great 
defect  in  not  having  a  special  bureau,  as  you  have  suggested,  or  a 
special  division  of  the  bureau,  as  you  suggest,  for  sending  people  to 
the  places  of  manufacture  and  to  the  main  points  of  shipping  to  push 
the  shipping,  as  most  constructive  enterprises  do  have,  there  was  also 
a  failure  in  the  bureau  here  to  attend  to  requisitions  that  came,  so  that 
they  were  delayed  four  and  five  months. 

Senator  Morgan.  Who  had  charge  of  the  bureau  here? 

Secretary  Taft.  Mr.  Redfern.  It  was  immediately  under  Admiral 
Walker,  as  1  understand  it,  bu  tMr.  Redfern  had  charge  of  that  bureau. 
Major  Gallagher  succeeded  him,  and  foimd  on  his  desk  this  accumula- 
tion of  requisitions.  1  am  not  at  all  blaming  Mr.  Redfern;  I  do  not 
want  to  be  so  construed.  Mr.  Redfern  was  working  jujst  as  hard  as  he 
could,  and  working  nights,  I  am  so  advised;  but  the  defect  in  the  organ- 
ization was  such,  and  his  lack  of  experience  was  such,  that  the  condi- 
tion was  as  1  have  stated. 

Senator  Morgan.  Mr.  Secretary,  when  Mr.  Wallace  began  to  see 
these  difficulties  he  made  complaint  to  you? 

Secretary  Taft.  Yes,  sir;  he  made  complaint  to  me  when  1  was  on 
the  Isthmus. 

Senator  Morgan.  How  long  was  that  before  the  appointment  of  the 
new  Commission? 

Secretary  Taft.  It  was  about  four  months. 

Senator  Morgan.  I  suppose,  of  course,  you  looked  into  the  complaint  i 

Secretary  Taft.  I  did,  as  far  as  I  coufd,  and  recommended  to  Con- 

fress  that  the  old  Conmiission  be  substituted  by  a  new  Commission, 
ecause,  at  that  time,  I  was  afraid  that  we  coulcl  not  reorganize  the 
Commission,  as  we  subsequently  did. 

Senator  Morgan.  Mr.  Wallace  complained  at  that  time  that  the 
difficulty  was  mainly  due,  as  I  understand  you,  to  the  want  of  a  proper 
organization  ? 

becretar}^  Taft.  Yes,  sir. 

Senator  Morgan.  You  had  the  power  to  direct  a  proper  organiza- 
tion? 

Secretary  Taft.  I  suppose  I  had;  and  1  spoke  to  Admiral  Walker 
about  it,  and  Admiral  Walker  said  that  a  change  must  be  made,  and 
that  it  must  be  put  in  the  hands  of  one  man.  And  so  1  asked  Congress 
to  give  the  President  that  authorit}-;  and  between  the  two  Houses, 
there  was  no  authority  given. 

Senator  Morgan.  But  you  had  power,  under  the  existing  regime, 
as  vou  exercised  it  subsequently,  to  reorganize  the  entire  departments 

Secretary  Taft.  Yes;  we  did;  and  it  was  with  verv  grave  concern 
and  doubt  about  my  power  that  I  entered  on  that  thing.  Indeed,  I 
expressed  the  opinion,  in  the  message  to  Congress,  that  such  a  power 
could  not  be  exercised.  I  expressed  the  opinion  that  under  the  appli- 
cation of  the  Spooner  Act  there  was  probably  no  power  in  the  Executive 
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to  distinguish  between  the  members  of  the  Commission,  to  paj^  some 
more  and  some  less,  or  to  put  the  executive  authority  except  in  the 
seven  members.  Subsequently,  when  Congress  refused  to  act,  I  exam- 
ined the  law  again  and  conferred  with  a  number  of  people,  and  con- 
cluded that  we  would  attempt  the  exercise  of  the  power,  which  we  did. 

Senator  Morgan.  But  you  never  were  satisfied  that  you  were  exactly 
right  about  it  ? 

Secretary  Taft.  I  thought  it  was  a  case  of  exigency,  that  Congress 
had  not  seen  fit  to  act,  and  that  perhaps  the  reason  why  Congress  did 
not  see  fit  to  act  was  that  it  thought  we  could  exercise  the  power  which 
we  did  exercise. 

Senator  Morgan.  But  you  had  the  power  all  this  time  to  reorganize 
what  1  call  the  work  on  the  canal — ^I  do  not  mean  to  reorganize  the 
Commission,  or  apportion  its  duties  ditferentl}"  from  the  Spooner  Act, 
but  to  reorganize  tne  work  on  the  canal? 

Secretary  Taft.  Yes,  sir. 

Senator  Morgan.  Very  good.  And  you  had  four  months'  notice  of 
it  before  you  commenced  ? 

Secretary  Taft.  Yes,  sir. 

Senatx)r  Morgan.  It  looks  to  me,  Mr.  Secretary-,  as  if  the  head  of 
the  Department  there  is  probably  as  culpable  as  Mr.  Redfern. 

Secretary  Taft.  Verj'  well,  Senator,  if  that  is  your  opinion. 

Senator  Morgan.  From  that  statement. 

Secretary  Taft.  I  am  content  to  abide  your  judgment. 

Senator  Morgan.  1  am  not  jessing  judgment.  > 

Secretary  Taft.  And  to  receive  sentence. 

Senator  ^^Iorgan.  I  am  putting  it  in  the  nature  of  an  inquiry. 

Secretary  Taft.  If  you  ask  me,  as  a  question,  I  will  state  this:  I 
thought  I  had  already  explained,  but  I  will  explain  further,  that  the 
President  put  the  matter  in  my  control,  under  an  Executive  order, 
which  has  been  somewhat  embarrassing  to  me,  in  view  of  the  fact  that 
Admiral  Walker  took  the  assignment  as  a  reference — that  was  his 
explanation — as  a  reference  by  him  to  me  merely  as  an  advisory  per- 
son, in  my  personal  capacity  and  not  as  Secretary  of  War,  and  there- 
fore there  was  more  or  less  objection  to  personal  interference  on  my 
part  in  the  organization  of  the  Commission;  not  that  I  could  not  have 
interfered,  and  not  that  I  did  not  at  times,  when  1  thought  the  circum- 
stances called  for  it;  but  it  produced  a  condition  that  was  not  exactly 
regular. 

However,  that  would  not  exculpate  me  from  issuing  orders  with 
reference  to  the  organization  of  a  purchasing  department  and  with 
reference  to  the  selection  of  the  proper  man  to  make  the  purchase,  if 
I  had  gone  down  into  the  Commission  and  examined  the  personnel 
and  haaseen  what  was  the  diflSculty.  It  seemed  to  me  sufficient  to 
discuss  with  Admiral  Walker,  when  I  came  up,  the  difficulties  of 
which  Mr.  Wallace  complained,  with  the  hope  that  when,  they  got 
together  again  in  the  Commission  those  trouoles  would  be  remedied. 
As  a  matter  of  fact,  1  do  not  remember  to  have  received  any  com- 
plaints  at  all  from  Mr.  Wallace  (his  correspondence  is  all  here)  except 
what  he  said  to  me  in  December,  1904;  and  at  that  time  the  failure  to 
supply  material  was  by  no  means  as  extensive  as  it  was  in  April. 

Tne  complaints  with  respect  to  the  supply  of  medicines  I  received 
from  the  special  agent  whom  I  sent  down  there  on  the  28d  of  Febru- 
ary, and  the  change  was  made  as  soon  as  Congress  adjourned,  on  the 
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3d  of  April.  It  is  quite  possible,  as  1  look  back  now,  that  I  iiii?hthave 
bettered  matters,  if  1  had  gone  down  into  the  Commission  and  organ- 
ized a  purchasing  bureau  myself,  although  I  can  not  say  that  at  that 
time  I  had  any  technical  information  that  would  have  justified  me  in 
knowing  how  a  purchasing  bureau  ought  to  be  organized. 

Senator  Hopkins.  And  at  that  time  it  would  have  been  a  little 
unseemly  for  you  to  have  done  it,  would  it  not  Mr.  Secretar}^  i 

Secretary  Taft.  It  seems  to  me  so. 

Senator  Morgan.  Mr.  Chairman,  I  shall  have  to  ask  the  committee 
to  excuse  me  at  this  point. 

The  Chairman.  Do  you  expect  to  return  in  a  little  while,  Senator! 

Senator  Morgan.  Yes;  I  hope  to. 

Secretary  Taft.  If  I  had  known  as  much  about  the  situation  then  as 
I  do  now  I  think  I  might  have  accomplished  something  more,  and  I 
am  not  at  all  attempting  to  exculpate  myself  from  any  delays  that  may 
have  occurred  by  reason  of  my  not  going  down  into  the  Oommission 
and  not  reorganizing  the  bureau. 

Senator  Hopkins.  It  was  not  to  be  supposed  that  you  would  do  that, 
or  that  3'ou  had  time  to  do  it,  or  that  you  were  called  upon  to  do  it 

Secretary  Taft.  I  do  not  know  wLat  the  Senator  from  Alabama 
would  think  about  that.  I  am  content  to  abide  the  judgment  of  the 
committee  about  it. 

Senator  KiTTREDGE.  What  about  the  existing  Commission?  Is  it 
too  large? 

Secretary  Taft.  Yes,  sir.  It  is  not  a  commission  organized  as  it 
ought  to  be.  I  think  a  commission  of  three,  or,  indeed,  giving  the 
President  the  power  to  do  this  work  by  the  agents  that  he  himself 
selects,  would  be  better.  The  Commission  as  now  organized  is  working 
well,  but  we  have  organized  it  by  straining,  I  think,  the  present  Spooner 
Act,  by  making  four  members  of  the  Commission  a  merely  confarraing 
and  revisory  l?ody  and  putting  the  real  power  in  the  hands  of  the 
chairman  and  the  governor  of  the  Zone  and  the  chief  engineer. 

Senator  Kittredge.  You  think  that  if  Congress  should  pass  an  act 
reducing  the  membership  of  the  Commission  to  three,  and  relieving 
the  President  from  all  restrictions  regarding  the  character  of  the  men 
appointed,  that  that  would  be  satisfactory  ( 

Secretary  Taft.  Yes,  sir;  I  think  that  would  be  better. 

Senator  Kittredge.  Would  it  be  satisfactory  ? 

Secretary  Taft.  I  think,  Senator,  that  ultimately  the  whole  power 
in  regard  to  the  work,  except  the  main  questions  of  policy,  ought  to 
be  settled  on  the  Isthmus.  I  think  the  plan  to  be  adopted  ought  to  be 
one  in  which  we  shall  have  only  a  bureau  here,  wnth  the  head  of  a 
department  to  be  consulted  by  cable  from  the  Isthmus  when  questions 
of  large  policy  are  to  be  settled,  the  bureau  to  act  for  purchasing,  for 
forwarding,  for  doing  the  errands  of  the  real  power  on  the  Isthmus. 
That  is  the  system  that  prevails  with  respect  to  the  Philippine  govern- 
ment, and  it  has  worked  admirably.  Of  course,  what  is  to  be  done  in 
the  Philippines  is  not  the  same  kind  of  thing  that  is  to  be  done  on  the 
Isthmus,  but  it  does  involve  the  furnishing  of  supplies,  and  it  does 
involve  doing  a  great  many  things  that  are  similar  in  character  to  the 
things  which  have  to  be  done  by  the  local  bureau  here. 

Senator  Taliaferro.  Mr.  Secretary,  if  the  Commission  is  reduced 
in  number  to  three,  is  it  your  idea  that  the  three  members  should 
reside  on  the  Isthmus? 
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Secretary  Taft.  Yes,  sir.  I  would  have,  possibly,  one  member, 
whether  the  chairman  or  otherwise,  with  liberty  to  come  and  go,  with 
the  idea  that  at  times  he  would  wish  to  come  up  and  consult  with  the 
head  of  the  Department  who  is  in  charge.  1  feel,  Senator — if  I  may 
continue  ? 

Senator  Taliafehko.  Certainly.     Go  on. 

Secretarj^  Taft.  With  reference  to  the  head  of  a  department:  The 
head  of  a  department  between  the  President  and  the  Commission — 
with  deference  to  a  different  opinion,  apparently,  by  the  Senator  from 
Alabama,  and  with  deference  also  to  the  opinion  of  Mr.  Wallace — seems 
to  me  to  be  an  absolute  necessity,  for  the  reason  that  it  is  entirely  impos- 
sible to  expect  the  President  to  give  direct  personal  supervision  to  the 
matters  that  go  on  before  the  Commission,  and  he  ought  to  have  some 
one  about  his  Cabinet  table  that,  twice  a  week,  would  make  a  report 
to  him  of  the  questions  of  policy  and  the  details  such  as  come  to  him 
with  reference  to  the  operations  that  are  going  on  in  the  Isthmus 
and  which  he  is  able  to  gather  from  the  bureau,  which  is  not  only  a 
bureau  of  forwarding,  but  also  a  bureau  of  information. 

I  think  it  is  wise  that  that  power,  which  he  has  exercised  without 
specific  authority,  should  be  given  to  him  expressly  by  legislation,  to 
designate  some  member  of  his  Cabinet  to  take  that  up.  And  1  saj'^  some 
member  because  it  is  quite  possible  that  in  the  changes  that  occur  in  a 
Cabinet  from  time  to  time,  and  the  press  of  duties,  that  it  might  be 
well  to  assign  such  duty  first  to  one  member  of  the  Cabinet  and  then 
to  another. 

I  am  very  certain  that  for  the  purpose  of  procuring  appropriations, 
for  the  purpose  of  being  the  go-oetween  between  the  Commission  and 
the  committees  of  Congress,  the  Appropriations  Committee,  the  Canal 
Committees,  the  Interstate  Commerce  Committee,  there  should  be  an 
active  head  of  the  Department  to  first  steer,  if  I  may  sa}'  so,  the  Com- 
mission in  legal  methods,  governmental  methods,  and  acquaint  them 
with  what  is  necessary;  because,  ordinarily,  the  men  you  take  for  a 
great  constructive  enterprise  like  that  are  men  who  are  not  used  to 
governmental  methods  and  who  have  to  be  instructed  and  taught  how 
to  make  the  presentation,  how  to  get  their  evidence,  how  to  file  it  and 
record  it;  so  that  when  questions  arise,  as  they  ought  to  arise  and  do 
arise,  by  investigating  committees  or  appropriation  committees,  who 
are  entitled  to  know,  that  there  should  be  a  man  to  whom  that  Com- 
mission can  ^o  and  on  whose  advice  they  can  rely  in  respect  to  that 
matter;  and  it  is  utterly  impossible  for  the  President  to  discharge  that 
kind  of  duty. 

Senator  Taliaferro.  Undoubtedly. 

Senator  Kittredge.  Under  existing  law,  or  under  the  Spooner  Act, 
to  be  more  definite,  has  not  the  President  complete  power  to  designate 
one  of  his  Cabinet  as  his  right  hand,  so  to  speak  ? 

Secretarv  Taft.  I  think  he  has,  yes,  sir;  but  I  think  that  it  would 
give  that  Secretary  more  prestige  with  the  gentlemen  whom  he  is  to 
control  if  that  authority  were  given  by  legislation.  That  is  all. 
General  Davis  will  recollect  the  questions  as  to  what  capacity  I  was 
discharging,  whether  as  a  mere  friend  of  the  President's,  called  in  to 
advise  nim  and  his  employees,  or  as  the  head  of  a  Department,  with 
authority  to  make  orders  and  supervise  works. 

Senator  Kittredge.  And  so  far  as  the  Commission  itself  is  con- 
cerned, you  advise  a  reduction  in  number  to  three? 
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Secretary  Taft.  Yes,  sir. 

Senator  Kittredge.  And  the  elimination  of  all  restrictions  regard- 
ing the  character  of  the  men  to  be  appointed? 

Secretary  Taft.  I  do;  yes,  sir.  i  observe  that  question  is  fre- 
quently put:  '^  Is  he  an  engineer? "  Well,  an  engineer  is  for  a  certain 
purpose  in  construction.  As  a  consulting  engineer,  he  is  for  the  pur- 
pose of  telling  what  can  be  done  and  what  will  happen  under  certain 
conditions  which  he  knows  from  his  professional  attainments. 

A  constructing  engineer  is  an  executive  man  who,  for  instance^  goes 
on  the  Isthmus,  and,  having  professional  qualifications  as  an  engineer, 
also  has  executive  capacity  to  direct  work;  not  only  to  know  what 
work  ought  to  be  done,  but  to  know  how  it  ought  to  be  done,  and  to 
do  it.  Those  positions  require  an  engineer.  But  the  man  who  has  to 
make  the  purchases,  the  man  who  has  to  organize  the  bureaus  of 
purchase,  tlie  man  who  has  to  organize  the  bureau  of  audit,  the  man 
who  has  to  select  the  employees  or  organize  a  bureau  for  doing  so,  is 
not  necessarily  an  engineer.  On  the  contrary,  such  men  are  usually 
not  engineers,  but  they  are  men  who  have  quite  as  high — and  must 
have  quite  as  high — a  capacity  for  organization,  and  who  must  have 
that  most  rare  quality,  that  of  executive  ability  in  a  high  degree, 
trained  by  previous  experience. 

Senator  Kittredge.  You  would  have  the  headquarters  of  the  Com- 
mission so  reduced  in  number  at  the  Isthmus? 

Secretary  Taft.  Yes.  I  think  that  everybody  connected  with  that 
work  in  an  executive  capacity  ought  ultimately  to  be  on  the  Isthmus: 
but  I  do  not  think  that  for  the  first  two  years  of  preliminary  work, 
perhaps  for  the  next  six  months,  to  make  it  two  years  and  a  half,  that 
it  would  be  well  to  keep  the  chairman  of  the  Commission,  as  now  con- 
stituted, on  the  Isthmus. 

Senator  Kittreiwe.  Would  it  be  necessary  or  wise  for  Congress  to 
attempt  to  define  the  length  of  time  that  each  member  of  the  Com- 
mission should  remain  on  the  Isthnms? 

Secretary  Taft.  I  do  not  think  it  would.  I  think  that  ought  to  be 
left  to  the  President. 

Senator  Kittredge.  And  under  existing  law  that  is  in  the  hands  of 
the  President? 

Secretary  Taft.  Yes,  sir. 

Senator  Kittredge.  Unquestionably? 

Secretary  Taft.  It  is;  and  the  regulations  provide  that  the  governor 
shall  be  on  the  Isthmus,  that  the  chief  engineer  shall  be  on  the  Isthmus* 
and  that  the  chairman  of  the  Commission  shall  be  there  six  months  of 
the  year  and  six  months  in  this  country.  That  has  not  been  complied 
with  by  Mr.  Shonts,  with  the  knowledge  and  consent  of  the  President 
and  the  Secretary  of  War,  for  the  reason  that  I  have  already  explained 
to  the  committee,  that  this  series  of  investigations  and  the  necessity  for 
organizing  and  pushing  the  machinery  ana  the  material  and  the  selec- 
tion of  employees  has  made  this  a  very  important  place  to  be. 

Senator  Kittredge.  And  I  understana  that  legislation  upon  that 
point  should  be  so  elastic  as  to  permit  the  President  to  have  the  guid- 
ing hand  upon  that  subject? 

Secretary  Taft.  It  seems  to  me  so;  yes,  sir. 

Senator  Taliaferro.  If,  under  the  law,  the  Isthmus  were  made  the 
headquarters  of  the  Commission,  that  would  not  deny  to  any  member 
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of  the  Commission  the  right  to  come  to  the  States  when  his  duties  called 
him  here  if 

Secretar}^  Taft.  No,  sir;  and  1  do  not  see  any  objection  to  that 
declaration,  because  I  think  that  is  the  proper  policy. 

Senator  Dryden.  Would  you  confer  upon  the  chairman  of  the  Com- 
mission power  superior  to  that  of  his  associates,  or  would  you  clothe 
the  Commissioners  with  equal  power  i 

Secretary  Taft.  I  am  not  prepared  to  say  that  under  conditions 
which  have  prevailed  recentl}^ — 1  mean  for  the  last  year — it  would  not 
be  necessary  to  give  to  the  chairman,  as  is  provided  now  in  the  direc- 
tions of  April  I,  general  executive  control.  But  that  was  because  of 
the  emergencies  that  existed  with  reference  to  these  diflSculties  that  I 
have  detailed  and  the  necessity  for  straightening  them  out, 

I  am  by  no  means  convinced,  however,  even  by  the  statement  of 
Mr.  Wallace,  that  it  is  necessary  to  endow  the  head  of  the  Commission 
or  anybody  else  with  complete  control  like  that  of  a  dictator.  ^  That  is 
one  ot  the  generalizations  that  you  will  hear  on  street  corners,  men- 
tioned by  Mr.  Wallace  in  a  letter  in  which  he  refers  to  the  appoint- 
ment of  a  hundred  thousand  dollar  man  who  is  going  to  do  this  work. 

1  think  it  is  just  as  well,  in  determining  how  this  work  ought  to  be 
done,  to  consider  the  example  of  ^reat  constructive  enterprises  that 
have  been  carried  on  in  other  directions,  and,  at  the  time  that  I  drafted 
this  order  of  April  1,  I  consulted  Mr.  Cassatt 

Senator  Kittredge.  You  mean  of  last  year? 

Secretary  Taft.  Yes,  sir;  of  1905.  1  consulted  Mr.  Cassatt  about 
the  organization  that  he  had  in  respect  to  that  $200,000,000  enterprise 
in  which  the  Pennsylvania  road  is  now  engaged,  in  the  building  of 
tunnels  from  Jersey  City  to  New  York  and  from  Jersey  City  to  Long 
Island. 

The  chief  engineer  of  the  road  sent  me  a  short  statement  of  how 
that  was  done,  and  there  is  nobody  there  with  absolute  control.  They 
have  a  chief  engineer  engaged  in  the  work  and  then  they  have  some 
boards  of  engineers  who  advise,  and  things  are  not  done  without 
taking  advice.  There  is  no  emperor  there;  there  is  no  dictator,  and 
it  is  not  necessary.  I  think  a  board  of  three,  with  each  member  at 
the  head  of  a  department  exercising  the  same  kind  of  authority  that 
the  head  of  a  department  in  the  Government  exercises  subject  to  the 
control  of  the  President,  in  this  case  subject  to  the  control  of  the 
whole  board,  is  quite  suflScient  authority  to  carry  this  enterprise 
through. 

Senator  Kittredge.  Following  the  inquirv  that  I  made  of  you  a 
moment  ago,  ought  not  the  law  to  be  left  so  elastic  as  to  enable  condi- 
tions as  they  arise  to  be  met? 

Secretary  Taft.  Yes,  sir;  that  is  just  what  1  think.  I  quite  agree 
with  you  on  that,  Senator. 

Senator  Kittredge.  Leaving  the  details  to  be  worked  out  by  the 
Commission,  under  the  direction  of  the  President? 

Secretary  Taft.  Yes,  sir. 

Senator  Kittredge.  Does  that  meet  your  view  ? 

Secretary  Taft.  Yes,  sir. 

Senator  ICittredge.  During  the  history  of  the  Commission  two  men 
were  appointed  to  represent  the  Government  in  the  matter  of  the  con- 
demnation of  land  on  the  Zone? 
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Secretary  Taft.  Yes,  sir.     They  were  appointed  as  arbiti'ators. 

Senator  Kittredge.  Under  the  provisions  of  the  treaty  ? 

Secretary  Taft.  Yes,  sir. 

Senator  Kittredge.  Do  you  remember  what  that  cost  this  Gov- 
ernment? I  do  not  mean  the  price  of  the  land,  but  the  machinery  to 
determine  the  price. 

Secretary  Taft.  I  think  they  were  given  810  a  day  and  their 
expenses. 

Senator  Kittredge.  And  sent  from  this  country? 

Secretary  Taft.  And  sent  from  this  country. 

Senator  Kittredge.  Do  you  see  any  objection  to  duties  of  that 
character  being  imposed  upon  members  of  the  Commission  ? 

Secretary  Taft.  The  difficulty  about  that,  Senator,  is  this:  I  might 
have  selected  officials,  but  the  only  reason  why  I  did  not  was  that  the 
Commission  is  more  or  less  a  party,  and  on  a  board  of  arbitration  I 
thought,  it  was  wiser  to  take  men  who  had  no  interest.  I  do  not  sup 
pose  the  Commissioners  would  have  had  any  interest,  but,  occupying 
a  position  where  they  wanted  to  get  the  propert}'  as  cheaply  as  possi- 
ble, it  seemed  to  me  that  it  was  wiser  to  take  somebody  who  had  not 
that  motive. 

Senator  Kittredge.  What  about  the  arbitrators  appointed  by  the 
Republic  of  Panama? 

Secretary  Taft.  1  do  not  know  about  them. 

Senator  Kittredge.  And  their  attitude  toward  the  proposition  ? 

Secretary  Taft.  Of  course  they  belonged  to  that  country,  and  they 
would  have  that  natural  bias;  but  so  would  the  Americans. 

Senator  Kittredge.  Would  \^ou  have  any  objection  to  a  provision 
of  the  character  I  have  indicated  being  inserted  m  the  law? 

Secretary  Taft.  That  members  of  tne  Commission 

Senator  Kittredge.  That  they  may  do  such  work— put  it  in  the 
discretion  of  the  President. 

Secretary  Taft.  No,  sir;  I  do  not  think  there  would  be  any  objec- 
tion, though  I  would  rather  have  men  who  are  not  members  of  the 
Commission. 

Senator  Kittredge.  Is  not  that  going  to  be  an  expensive  proposi- 
tion, possibly  ? 

Secretary  Taft.  No,  I  do  not  think  so,  because  if  you  adopt  the 
lock  canal  you  are  going  to  have  a  good  deal  of  work  of  that  sort,  and 
you  might  verj^  well  afford  to  pay  two  men  who  will  act  on  that  board 
of  arbitration  four  or  five  thousand  dollars  a  year  for  the  purpose,  and 
just  let  them  go  down  there  and  live  and  acquaint  themselves  with  the 
property. 

Senator  Kittredge.  Suppose  there  was  a  case  now  and  then,  would 
it  be  advisable,  in  your  opinion,  to  select  arbitrators  for  each  case,  and 
send  them  down  there  on  that  trip  ? 

Secretar}^  Taft.  Oh,  no.  But  this  case  upon  which  I  send  these 
arbitrators  was  a  very  pressing  case. 

Senator  Kittredge.  I  understand  that. 

Secretary  Taft.  General  Davis  called  it  to  my  attention.  It  was 
the  purchase  of  the  Diaz  tract,  and  we  wanted  that;  and  also  the  pur- 
chase of  the  Tivoli  tmct,  as  I  recollect  it,  and  we  desired  that  on  which 
to  place  a  hotel. 

Senator  Kittreixse.  You  understand  that  these  questions  are  not 


INVESTIGATION   OV  PANAMA   CANAL.  MATTERS.  2789 

asked  with  any  notion  of  criticism,  Mr.  Secretar}-,  but  simply  to  look 
after  the  future  a  little  bit. 

Secretary  Taft.  Yes;  I  understand.  Mv  impression  is.  Senator, 
that  it  would  be  better,  especially-  after  the  construction  begins,  to 
just  create  two  places  and  pay  them  a  given  salary.  Of  course  you 
would  have  to  create  four  places,  and  if  you  did  that,  that  would  add 
to  the  expense  for  the  Panamanians  too,  because,  as  1  recollect,  under 
the  treaty,  we  pay  the  expenses  of  all. 

Senator  Kittredcje.  I  understand. 

Secretary  Taft.  The  Panama  authorities  claimed,  after  I  had  made 
that  appointment  and  sent  those  men  down  there,  that  they  were  enti- 
tled to  draw  $10  a  day  forever  [laughter] — that  is,  that  it  was  a  per- 
manent appointment.  But  I  decline  to  accede  to  that  view,  and  allowed 
them  their  per  diem  for  the  days  that  the}'  were  occupied. 

Senator  Kittretxje.  Would  you  have  objection  to  the  insertion  of 
a  provision  of  that  chamcter,  placing  it  in  the  discretion  of  the 
President  if 

Secretary  Taft.  Not  at  all.  1  think  it  would  be  a  good  thing.  1 
think  it  ought  to  be  acted  on  in  some  wav. 

Senator  Taliaferro.  Would  not  that  he  taken  as  a  suggestion  that 
Congress  thought  that  the  members  of  the  Commission  should  act  as 
arbitrators? 

Secretary  Taft.  I  am  not  sure  but  it  would.  Perhaps  I  make  too 
much  of  it,  but  it  does  seem  to  me  that  where  you  call  on  judges, 
where  you  create  judges,  for  that  is  what  j^ou  are  doing — judges,  of 
course  not  of  a  court,  but  nevertheless  to  occupy  a  quasi  judicial 
capacity — that  you  ought  not  to  make  a  provision  looking  to  the  selec- 
tion of  men  who  represent  the  United  States  in  a  partisan  capacity;  I 
mean,  whose  allegiance  is  to  the  United  States  ana  who  are  bound  to 
make  the  cost  as  little  as  possible. 

Senator  Taliaferro.  1  think  it  would  create  a  bad  impression  to  use 
the  members  of  the  Commission  to  arbitrate  questions  of  that  kind  on 
the  Isthmus. 

Secretary  Taft.  It  secjnis  to  me  that  it  would  be  better  not  to  include 
them. 

Senator  Kittredge.  What  do  you  say  about  the  Question  of  extra- 
dition from  the  Zone,  the  land  that  we  have  acquired,  to  the  Republic 
of  Panama  and  to  this  country?  What  legislation,  if  any,  should  be 
enacted? 

Secretary  Tait.  I  think  that  there  ought  to  be  a  treaty  of  extradi- 
tion somewhat  more  extensive  than  the  one  now  as  between  the  Zone 
and  the  Republic. 

Senator  Kittredge.  Suppose  a  crime  is  committed  in  this  country, 
in  one  of  the  States  or  Territories,  or  in  the  District  of  Columbia,  and 
the  criminal  flies  to  the  Zone.     In  what  manner  is  he  brought  back^ 

Secretary  Taft.  He  ought  to  be  brought  back,  and  I  am  not  sure 
whether  tfie  law  provides  for  it  now  or  not.  1  think  not.  Do  you 
know,  General? 

General  Davis.  I  think  the  first  extradition  treaty  covers  that. 

Secretary  Taft.  No;  the  Senator  is  speaking  of  a  requisition  law, 

f^roperly  speaking,  for  taking  convicts,  or  persons  charged  with  crime, 
rom  the  Aone  to  the  United  States,  and  vice  versa. 

General  Davis.  Yes.  Well,  there  is  nothing  in  the  treaty  about 
that. 
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Secretary  Taft.  I  think,  Senator,  that  there  ought  to  be  a  provision 
in  that  regard  quite  like  the  one,  mutatis  mutandis,  that  prevails  now 
with  respect  to  the  requisition  of  fugitives  from  justice  in  one  Federal 
district,  for  the  production  of  their  bodies  in  the  district  where  they 
are  to  be  tried  and  where  the  crime  was  committed. 

Senator  Kittredge.  Would  a  provision  of  law  making  the  Zone, 
for  the  purpose  of  extradition,  a  Territory  of  the  United  States  meet 
that  condition  ? 

Secretary  Taft.  Yes;  you  might  put  it  in  the  form  of  making  it  a 
Federal  district  of  the  United  States  for  requisition  purposes,  a  judge 
of  the  supreme  court  of  the  district  to  exercise  the  same  powers  in 
that  respect  as  a*  district  judge  of  the  United  States. 

Senator  Taliaferro.  Making  the  Zone  a  district? 

Secretary  Taft.  Yes,  sir. 

Senator  Hopkins.  Making  the  Zone  a  district  for  that  purpose — not 
generally  i 

Secretary  Taft.  Yes;  for  that  purpose. 

Senator  Kittredge.  Is  there  anything  in  that  view  that  would  injure 
the  sensibilities  of  our  neighbors  down  there? 

Secretarv  Taft.  Not  at  all. 

Senator  ICittredge.  In  the  cities  of  Colon  and  Panama  and  the 
Republic  of  Panama? 

Secretar}^  Taft.  Not  at  all;  no,  sir. 

Senator  Kittredge.  When  was  the  civil-service  law  or  order  of 
things  put  in  effect  in  the  Isthmus  or  Zone? 

Secretar}'  Taft.  The  Commission  organized  its  bureau  and,  although 
it  was  a  (question  whether  the  law  did  not  ipso  facto  apply  when  Vie 
Commission  was  created,  I  do  not  think  there  was  any  extension  of  the 
civil-service  law  to  it  until  November,  or  perhaps  it  was  October, 
1904.  Then  it  was  extended,  with  quite  a  number  of  exceptions. 
When  I  went  down  to  the  Isthmus  I  talked  with  Mr.  Wallace  about 
that,  and  he  said  that  he  did  not  think  the  exceptions  were  wide  enough. 
I  said  to  him  that  whatever  he  thought  ougnt  to  be  excepted,  if  he 
would  send  me  a  statement,  I  should  be  glad  to  see  incorporates  in  an 
amended  Executive  order.  Instead  of  doing  that  two  representatives 
of  the  Civil  Service  Commission  went  down  to  the  Isthmus,  conferred 
with  Mr.  Wallace,  and  drew  up  a  project  for  the  proper  operation  of 
the  civil-service  law. 

They  were  to  have  examinations  on  the  Isthmus,  they  were  to  have 
a  committee  of  examinations  on  the  Isthmus;  but  the  truth  was  that 
that  was  never  put  into  effect,  and  the  truth  was  further  that  much  as 
it  has  been  the  custom  to  criticise  and  abuse  the  civil-service  board  for 
failure  to  supply  competent  emplovees,  the  civil-service  law,  though 
by  Executive  order  made  to  apply,  was  never,  in  fact,  observed, 
except  in  regard  to  clerical  employees.  As  you  will  see  from  the  state- 
ment of  Mr.  Cooley  and  Mr.  Pepperman,  they  made  arrangements  by 
which  Mr.  Wallace  was  enabled  to  send  for  men  and  make  selections, 
to  go  out  and  sit  on  the  committees  of  examination,  and  determine 
employees.  The  real  difficulty  was  that  the  civil-service  board  was  not 
in  the  least  adapted  to  the  selection  of  those  men  who  were  competent 
for  the  work  which  was  to  be  done  on  the  Isthmus,  if  I  may  designate 
it  as  outside  work.  Their  list  of  eligibles  was  altogether  short,  ihey 
did  not  have  any.  And  when  they  did  not  have  any,  they  would  say 
to  the  Commission:  ''You  can  employ  such  men  as  you  see  fit.'' 
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It  pfot  to  such  a  point  that  they  were  pressing  so  for  employees  that 
there  were  six  or  seven  stenographers  that  were  needed;  and  during  the 
yellow  fever  excitement  stenographers  did  not  come  forward  with  great 
alacrity  to  go  down  there,  and  the  board  said : ' '  We  have  not  any  stenogra- 
phers who  will  go,  but  we  have  a  number  of  applicants,"  and  without 
any  examination  some  six  or  seven  applicants  were  sent  down,  after 
having  applied  to  the  Commission  directly,  without  any  examination 
at  all.  1  only  give  that  instance  to  show,  first,  how  utterly  inappli- 
cable to  outside  employees  the  civil-service  law  and  the  machinery  of 
the  Civil  Service  Commission  were,  but  also  to  show  that  there  were 
no  restrictions  whatever;  that  the  Commission  really  employed  those 
whom  thejr  could  get. 

The  difficulty  was  that  they  could  not  find  in  any  wav  the  men  who 
were  competent.  There  was  a  great  demand  for  labor  in  this  country. 
For  instance,  there  came  ud  an  order,  I  recollect,  that  Mr.  Edwards 
brought  to  me  for  a  hundred  track  foremen.  That  was  a  year,  accord- 
ing to  my  recollection  of  the  statistics,  when  there  was  more  railroad 
construction  going  on  than  ever  before  in  the  history  of  the  country, 
and  the  onlv  way  you  could  get  track  foremen  was  to  send  out  men 
and  draw  them  away  from  the  various  railroad  companies  who  were 
using  them.  By  advertisement  you  could  not  get  them.  You  could 
only  get  them  by  agents,  and  that  is  what  had  to  be  done  when  the 
new  Commission  came  in.  The  civil  service  did  apply,  but  finally, 
when  Mr.  Stevens  came  up,  in  November,  1905,  we  talted  it  over  with 
him,  and  we  made  an  order  that  nobody  should  come  under  the  civil- 
service  law  except  the  clerical  employees  and  the  inside  employees  of 
the  Commission. 

Senator  Kittredge.  So  that  the  civil-service  regime  continued  for 
about  a  year? 

Secretary  Taft.  If  you  can  call  it  a  regime  in  which  they  did  not 
exercise  any  power;  yes. 

Senator  Kittredge.  I  understand  the  circumstances. 

Secretary  Taft.  Yes. 

Senator  Kittredge.  At  whose  instance  was  that  method  of  employ- 
ment inaugurated  i 

Secretary  Taft.  At  the  instance  of  the  President. 

Senator  Kittredge.  Did  not  the  fact  that  track  foremen  and  me- 
chanics and  laborers  practically  of  all  sorts  were  under  civil  service 
interfere  with  the  securing  of  help  of  that  character? 

Secretary  Taft.  Practically  not.  For  instance,  I  see  that  Mr.  Wal- 
lace in  his  evidence  says  that  there  were  25  track  foremen  sent  there 
by  the  civil  service.  The  records  of  the  Civil  Service  Commission 
show  that  they  sent  2  track  foremen  there,  and  that  they  are  still 
employed  there.  The  truth  was— and  if  you  will  call  Mr.  Pepperman 
I  have  no  doubt  he  will  so  testify — that  they  simply  evaded  tne  law; 
that  they  got  the  men  where  they  could  get  them,  and  they  could  not 
get — because  they  did  not  have  the  organization — the  men  that  they 
needed.  They  applied  time  after  time  to  the  Civil  Service  Commis- 
sion, and  the  Civil  Service  Commission  could  not  furnish  them. 

Senator  Kittredge.  My  question  is  whether  the  fact  that  they  were 
compelled,  under  that  order,  to  apply  to  the  civil  service  for  the  class 
of  employees  of  which  you  speak  mterfered  with  the  ready  procure- 
ment of  those  men  ? 
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Secretary  Taft.  I  think,  Senator,  that  there  ought  to  be  a  provision 
in  that  regard  quite  like  the  one,  mutatis  mutandis,  that  prevails  now 
with  respect  to  the  requisition  of  fugitives  from  justice  in  one  Federal 
district,  for  the  production  of  their  bodies  in  the  district  where  they 
are  to  be  tried  and  where  the  crime  was  committed. 

Senator  Kittredge.  Would  a  provision  of  law  making  the  Zone, 
for  the  purpose  of  extradition,  a  Territory  of  the  United  States  meet 
that  condition  ? 

Secretary  Taft.  Yes;  you  might  put  it  in  the  form  of  making  it  a 
Federal  district  of  the  United  States  for  requisition  purposes,  a  judg'e 
of  the  supreme  court  of  the  district  to  exercise  the  same  powers  in 
that  respect  as  a*  district  judge  of  the  United  States. 

Senator  Taliaferro.  Making  the  Zone  a  district? 

Secretary  Taft.  Yes,  sir. 

Senator  Hopkins.  Making  the  Zone  a  district  for  that  purpose — not 
generally  i 

Secretary  Taft.  Yes;  for  that  purpose. 

Senator  Kittredge.  Is  there  anything  in  that  view  that  would  inj  ure 
the  sensibilities  of  our  neighbors  down  there? 

Secretarv  Taft.  Not  at  all. 

Senator  K^ittredge.  In  the  cities  of  Colon  and  Panama  and  the 
Republic  of  Panama? 

Secretary  Taft.  Not  at  all;  no,  sir. 

Senator  Kittredge.  When  was  the  civil-service  law  or  order  of 
things  put  in  effect  in  the  Isthmus  or  Zone? 

Secretar}'  Taft.  The  Commission  organized  its  bureau  and,  although 
it  was  a  cjuestion  whether  the  law  dicf  not  ipso  facto  apply  when  the 
Commission  was  created,  I  do  not  think  there  was  any  extension  of  the 
civil-service  law  to  it  until  November,  or  perhaps  it  was  October, 
1904.  Then  it  was  extended,  with  quite  a  number  of  exceptions. 
When  I  went  down  to  the  Isthmus  I  talked  with  Mr,  Wallace  about 
that,  and  he  said  that  he  did  not  think  the  exceptions  were  wide  enough. 
I  said  to  him  that  whatever  he  thought  ougnt  to  be  excepted,  if  he 
would  send  me  a  statement,  I  should  be  glad  to  see  incorporated  in  an 
amended  Executive  order.  Instead  of  doing  that  two  representatives 
of  the  Civil  Service  Commission  went  down  to  the  Isthmus,  conferred 
with  Mr.  Wallace,  and  drew  up  a  project  for  the  proper  operation  of 
the  civil-service  law. 

They  were  to  have  examinations  on  the  Isthmus,  they  were  to  have 
a  committee  of  examinations  on  the  Isthmus;  but  the  truth  was  that 
that  was  never  put  into  effect,  and  the  truth  was  further  that  much  as 
it  has  been  the  custom  to  criticise  and  abuse  the  civil-service  board  for 
failure  to  supply  competent  emplovees,  the  civil-service  law,  though 
by  Executive  order  made  to  apply,  was  never,  in  fact,  observed, 
except  in  regard  to  clerical  employees.  As  you  will  see  from  the  state- 
ment of  Mr.  Cooley  and  Mr.  Pepperman,  they  made  arrangements  by 
which  Mr.  Wallace  was  enabled  to  send  for  men  and  make  selections, 
to  go  out  and  sit  on  the  committees  of  examination,  and  determine 
employees.  The  real  difficulty  was  that  the  civil-service  board  was  not 
in  the  least  adapted  to  the  selection  of  those  men  who  were  competent 
for  the  work  which  was  to  be  done  on  the  Isthmus,  if  I  may  designate 
it  as  outside  work.  Their  list  of  eligibles  was  altogether  short.  They 
did  not  have  any.  And  when  they  did  not  have  any,  they  would  say 
to  the  Commission:  *' You  can  eipploy  such  men  as  you  see  fit." 
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It  got  to  such  a  point  that  they  were  pressing  so  for  employees  that 
there  were  six  or  seven  stenographers  that  were  needed;  and  during  the 
yellow  fever  excitement  stenographers  did  not  come  forward  with  great 
alacrity  to  go  down  there,  and  the  board  said :  '*We  have  not  any  stenogra- 
phers who  will  go,  but  we  have  a  number  of  applicants,"  and  without 
any  examination  some  six  or  seven  applicants  were  sent  down,  after 
having  applied  to  the  Commission  directly,  without  any  examination 
at  all.  I  only  give  that  instance  to  show,  first,  how  utterly  inappli- 
cable to  outside  employees  the  civil-service  law  and  the  machinery  of 
the  Civil  Service  Commission  were,  but  also  to  show  that  there  were 
no  restrictions  whatever;  that  the  Commission  really  employed  those 
whom  thej'  could  get. 

The  difficulty  was  that  they  could  not  find  in  any  way  the  men  who 
were  competent.  There  was  a  great  demand  for  labor  m  this  country. 
For  instance,  there  came  up  an  order,  I  recollect,  that  Mr.  Edwards 
brought  to  me  for  a  hundred  track  foremen.  That  was  a  year,  accord- 
ing to  my  recollection  of  the  statistics,  when  there  was  more  railroad 
construction  going  on  than  ever  before  in  the  history  of  the  country, 
and  the  onlv  way  you  could  get  track  foremen  was  to  send  out  men 
and  draw  them  away  from  the  various  railroad  companies  who  were 
using  them.  By  advertisement  you  could  not  get  them.  You  could 
only  get  them  by  agents,  and  that  is  what  had  to  be  done  when  the 
new  Commission  came  in.  The  civil  service  did  apply,  but  finally, 
when  Mr.  Stevens  came  up,  in  November,  1905,  we  talked  it  over  with 
him,  and  we  made  an  order  that  nobody  should  come  under  the  civil- 
service  law  except  the  clerical  employees  and  the  inside  employees  of 
the  Commission. 

Senator  Kittredge.  So  that  the  civil-service  r%ime  continued  for 
about  a  3'ear'^ 

Secretary  Taft.  If  you  can  call  it  a  regime  in  which  they  did  not 
exercise  any  power;  yes. 

Senator  Rittredge.  I  understand  the  circumstances. 

Secretary  Taft.  Yes. 

Senator  Kittreikje.  At  whose  instance  was  that  method  of  employ- 
ment inaugurated  i 

Secretary  Taft.  At  the  instance  of  the  President. 

Senator  Kittredge.  Did  not  the  fact  that  track  foremen  and  me- 
chanics and  laborers  pi^actically  of  all  sorts  were  under  civil  service 
interfere  with  the  securing  of  lielp  of  that  character^ 

Secretary  Taft.  Practically  not.  For  instance,  I  see  that  Mr.  Wal- 
lace in  his  evidence  says  that  there  were  25  track  foremen  sent  there 
by  the  civil  service.  The  records  of  the  Civil  Service  Commission 
show  that  they  sent  2  track  foremen  there,  and  that  thev  are  still 
employed  there.  The  truth  was — and  if  you  will  call  Mr.  Pepperman 
I  have  no  doubt  he  will  so  testify— that  they  simply  evaded  tne  law; 
that  they  got  the  men  where  they  could  get  them,  and  they  could  not 
get — because  the}'  did  not  have  the  organization — the  men  that  they 
needed.  They  applied  time  after  time  to  the  Civil  Service  Commis- 
sion, and  the  Civil  Service  Commission  could  not  furnish  them. 

Senator  Kittredge.  My  question  is  whether  the  fact  that  the}'  were 
compelled,  under  that  order,  to  apply  to  the  civil  service  for  the  class 
of  employees  of  which  you  speak  interfered  with  the  ready  procure- 
ment of  those  men? 
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Secretarj^  Taft.  1  am  not  prepared  to  say  that  it  did  not  give  t-hem 
an  opportunity  to  say  that  they  applied  to  the  civil  service  and  could 
not  get  them;  but  they  did  make  ejfforts.  Every  man  that  Mr.  Wallace 
sent  up  here  on  vacation  he  would  ask  to  go  about  and  see  if  he 
could  not  employ  men.  But  it  was  exceedingly  difficult,  without  any 
restriction  of  any  sort,  to  set  the  men  that  were  needed. 

Senator  Taliaferro.  My  understanding  is  that  there  was  some 
understanding  between  the  Commission  ana  the  civil  service  by  which 
certain  of  these  men  were  selected  by  the  Commission  and  were  then 
certified  by  the  Civil  Service  Commission. 

Secretary  Taft.  The  Cijil  Service  Commission,  I  am  bound  to  say 
that,  for  1  am  personally  cognizant  of  that,  were  mostcompliant  in  ever3' 
way  with  the  desire  to  lift  the  restrictions  of  the  law  and  let  anybody- 
go  down  there  that  the  Commission  would  take. 

Senator  Taliaferro.  Yes. 

Secretary  Taft.  But  they  were  not  equal  to  the  duty  of  selecting 
eligibles.     They  did  not  have  them  on  their  lists. 

Senator  Kittredge.  It  was  not  in  their  line? 

Secretary  Taft.  It  was  not  in  their  line;  that  is  the  truth  of  it, 
except  for  clerical  employees. 

Senator  Kittredge.  I  am  not  speaking  of  them. 

Secretary  Taft.  Yes.  They  have  an  eligible  list  of  locomotive  engi- 
neers and  that  sort  of  thing,  but  thej'  have  no  eligible  list  of  track 
foremen. 

Senator  Kittredge.  Did  you  ev^er  see  an  examination  of  the  Civil 
Service  Commission  prepared  for  applicants  for  that  sort  of  w^ork  i 

Secretarv  Taft.  1  do  not  remember  to  have  done  so;  no,  sir. 

Senator  TKjttredge.  When  this  civil  service  was  inaugurated  at  the 
Isthmus,  was  that  without  a  protest  on  the  part  of  the  officials  of  the 
Government  or  the  employees  of  the  Commission  i 

Secretarv  Taft.  Well,  1  have  stated  what  Mr.  Wallace  said  to  me. 

Senator  Kittredge.  Did  your  inquiries  extend  beyond  Mr.  Wallace  i 

Secretary  Taft.  No,  sir;  I  do  not  think  they  did.  I  do  not  remem- 
ber. I  may  have  talked  with  some  of  the  Commission.  I  do  not 
know.  Mr.  Wallace  was  the  chief  person  in  interest,  the  man  who 
knew  most  about  it,  and  I  conferred  with  him. 

Senator  Kittredge.  And  he  objected  to  the  installation  of  the  civil- 
service  system  ? 

Secretary  Taft.  No;  he  said  he  was  in  favor  of  the  principle  of  the 
civil  service,  but  that  he  thought  there  ought  to  be  wider  exemptions, 
to  include  the  practical  men — the  foremen  and  the  heads  of  aepart- 
ments  and  that  sort  of  thing.  When  I  say  departments,  I  mean  those 
divisions  or  bureaus  on  the  Isthmus.  And  I  said  to  him  that  anv  ex- 
ceptions that  he  wanted  made  would  be  made.  Thereupon,  as  f  say, 
a  committee  of  the  civil  service  went  down  and  agreed  with  him  on*  a 

Elan  which  they  never  worked  out.  I  think  Mr.  Wallace  testified,,  in 
is  own  evidence  before  the  committee  here,  that  he  found  that  the 
civil  service  people  were  very  anxious  to  accommodate  him  in  every 
way;  and  that  is  true. 

Senator  Kittredge.  The  civil  service  that  Mr.  Wallace  had  in  aiind 
was,  possibly,  the  civil  service  that  maintains  in  railways? 

Secretary  Taft.  Well^  he  had  the  official  civil  service  in  mind,  because 
that  is  what  he  was  deahng  with. 
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[^Senator  Kitt^edge.  You  spoke  yesterday,  Mr.  Secretary,  regarding 
the  cost  of  doing  railway  business  across  tne  Isthmus? 

Secretary  Taft.  Yes. 

Senator  Kittredqe.  And  gave  the  figures  as  $3.06  a  ton,  as  1  made 
the  memorandum? 

Secretary  Taft.  Yes,  sir.  That  you  will  find  in  the  report  to  me, 
made  by  the  traffic  manager  of  the  road. 

Senator  Kittredge.  I  was  about  to  ask  you  whether  you  are  familiar 
with  the  details  of  that  matter,  or  whether  you  would  prefer  that  it 
should  be  taken  up  with  Mr.  Drake. 

Secretary  Taft.  No,  sir;  I  do  not  believe  Mr.  Drake  knows,  either. 
You  will  have  to  send  for  Mr.  Walker  in  regard  to  that. 

Senator  Kittredge.  What  is  his  business? 

Secretarv  Taft.  He  is  the  traffic  manager  of  the  Panama  Railroad.' 

Senator  Kittredge.  The  reason  I  have  in  making  the  inquiry  is 
that  the  cost  seems  very  large. 

Secretary  Taft.  Well,  it  is;  because  it  includes  the  fixed  charges,  I 
suppose.     Yes;  it  must  include  the  $5,000  a  mile. 

Senator  Kittredge.  The  $5,000  a  mile  is  the  amount  that  the  rail- 
way pays  for  its  concession? 

Secretary  Taft.  Yes,  sir. 

Senator  Kittredge.  That  is  what  5'^ou  mean  by  fixed  charges,  as 
well  as  the  interest  on  bonds? 

Secretary  Ta*t.  No,  sir.     I  do  not  include  those. 

Senator  Kittredge.  Do  you  not  mean  that? 

Secretary  Taft.  No,  sir.  At  least,  that  is  what  Mr.  Walker  told  me. 
I  did  not  go  into  the  figures  at  all.     You  will  find  in  his  statement  to 

me,  if  you  read  it 

>*  Senator  Kittredge.  Yes;  1  read  that. 

'"^Secretary  Taft  (continuing).     That  he  says  that  the  charges  must 

be  made  high  because  the  cost  is  $5,000  a  mile  on  50  miles. 

Senator  Kittredge.  I  am  not  proposing  to  conduct  an  examination, 
upon  that  question,  as  I  will  take  it  up  later  with  the  railway  people, 
but  simply  to  call  vour  attention  to  what  seems  on  the  surface  to  be  the 
fact  that  the  actual  cost  of  transportation,  independent  of  fixed  charges 
to  which  you  refer,  is  much  higner  than  obtains  in  this  country. 

Secretary  Taft.  Of  course  it  is. 

Senator  Kittredge.  Have  you  in  mind  the  conditions  that  make 
inevitable  that  result? 

Secretary  Tapi.  I  never  examined  it,  but  I  suppose,  of  course,  that 
would  be  true,  when  you  have  $5,000  a  mile,  and  a  railroad  run  2,000 
miles  away  from  your  supplies,  and  with  the  necessary  force  required 
to  run  50  miles,  which  would  not  be  any  larger  if  you  ran  200  miles, 
probably — all  that  would  increase  the  cost  of  running  the  road.  The 
cost  of  its  construction,  everything,  was  great;  and,  as  1  say,  we  have 
reduced  very  considerably  the  cost  of  transportation.  I  do  not  think 
we  have  re<iuced  it  enough,  but-^ — 

Senator  Kittredge.  You  mean  by  cost  of  transportation  the  cost  to 
the  shipper? 

Secretary  Taft.  Yes;  to  the  shipper. 

Senator  Kittredge.  1  am  speaking  now  about  the  cost  of  operation. 

Secretary  Taft.  Yes;  so  am  I. 

Senator  Kittredge.  The  cost  to  the  company. 

Secretary  Taft.  So  am  I. 
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Senator  Kittredge.  And  not  to  the  shipper. 

Secretary  Taft.  Yes. 

Senator  JiiTTREDOE.  As  I  recollect,  you  stated  that  the  eai*nings  of 
the  steamship  company  and  the  railway  company  were  divided. 

Secretary  Taft.  Yes,  sir. 

Senator  Kittbedge.  Fifty-five  per  cent  to  the  steamship  company 
and  45  per  cent  to  the  railway  company,  or  was  it  the  revei*8e? 

Senator  Taliaferro.  Forty-five  per  cent  to  the  railway  company,  I 
think. 

Secretary  Taft.  I  think  so. 

Senator  Kittredge.  That  was  the  way  I  had  it  here.  I  did  not 
know  whether  it  was  accurate.     Was  that  a  purely  arbitrarv  division  i 

Secretary  Taft.  That  was  an  adjustment  made  by  Mr.  Shonts. 

Senator  Kittredge.  Why  was  there  a  necessity  for  any  division  to 
be  made? 

Secretary  Taft.  In  order  to  determine  what  would  be  fair  to  the 
other  steamship  companies,  in  order  to  put  them  all  on  a  level.  What 
we  did  not  want  to  ao  was  to  establish  a  monopolv  for  the  Panama 
Railroad  ships,  and  now  they  all  come  in  there  on  the  same  basis. 

Senator  Taliaferro.  Also  for  the  purpose,  1  fancy,  Mr.  Secretary, 
of  providing  a  through  rate? 

Secretary  Taft.  Yes,  sir;  as  well.  It  was  an  adjustment  that  I  was 
not  able  to  investigate  the  justice  of,  because  it  is  really  a  traffic  que**- 
tion,  and  I  am  not  an  expert  in  that  direction.  Did  not  Mr.  Shonts 
testify  on  that  subject? 

Senator  Taliaferro.  I  think  he  did. 

Senator  Kittredge.  He  did  to  some  extent,  but  I  do  not  remember 
that  he  touched  that  precise  point. 

Secretary  Taft.  He  will  be  back,  and  you  can  call  him  again. 

Senator  Kittredge.  I  wondered  if  that  was  a  purely  arbitrary 
division,  or  whether  it  had  reason  back  of  it. 

Secretary  Taft.  I  think  he  thought  it  was  a  fair  division  after  con- 
sulting with  Mr.  Walker,  who  has  had  a  great  deal  of  experience  w^ith 
it.  But  what  I  was  anxious  to  bring  about,  and  what  I  think  has  been 
brought  about,  was  an  equitable  arrangement  by  which  the  other  steam- 
ship companies— the  Royal  Mail  Steamship  (Jompany,  the  Fruit  Line 
Steamship  Company  from  New  Orleans,  and  the  Atlas  Line — wight 
not  complain  that  in  the  transportation  of  property  across  the  Isthmus 
we  were  excluding  them  by  charging  a  higher  rate  on  the  railroad  for 
them  than  we  were  to  our  own  shipping  line. 

Senator  Kittredge.  Would  not  the  charge  for  transportation  on 
the  railroad  be  based  upon  the  cost  of  doing  it? 

Secretary  Taft.  We  charge  each  line  45  per  cent  of  the  total  rates 
that  the^^  charge  from  the  mace  fxom  which  they  ship  in  the  United 
States  to  Panama,  deliverea  on  the  other  side. 

Senator  Kittredge.  Why  should  not  that  charge  from  Colon  to 
Panama  and  the  reverse  be  fixed  as  an  independent  proposition  i 

Secretary  Taft.  It  is. 

The  Chairman.  Would  it  not  be  better  to  take  this  matter  up  with 
the  railway  people,  who  will  be  here  next  week? 

Senator  Kittredge.  Certainly. 

The  Chairman.  The  Secretary  is  almost  everything,  but  I  do  not 
suppose  he  pretends  to  be  a  traffic  man. 
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Secretary  TArr.  I  think  if  you  will  call  Mr.  Walker  that  he  can  give 
you  all  the  information  you  want  on  this  subject. 

The  Chairman.  Who  is  Mr,  W^alker? 

Secretary  Taft.  He  is  the  traffic  manager  of  the  Panama  Railroad 
Company. 

The  Chairman.  He  lives  in  New  York,  I  suppose? 

Secretary  Taft.  Yes.     He  has  been  there  for  a  great  many  years. 

(Thereupon  the  committee  adjourned  until  Tuesday,  April  24,  1906, 
at  10.30  o'clock  a.  m.) 


ISTHMIAN   CANAL. 


Committee  on  Interoceanic  Canals, 

United  States  Senate, 
Washingtfm,  D.  (7.,  Tuesday,  Api^U^i^  1906. 
The  committee  met  at  10.30  o'clock  a.  m. 

Present:  Senators  Millard  (chairman),  Kittredge,  Dryden,  Hopkins, 
Morgan,  Taliaferro,  and  Simmons. 

TESTIHONT  OF  EDWAED  A.  BEAEE,  ESQ. 

(Mr.  Drake  had  been  duly  sworn  at  prior  hearings  of  this  conm[iittee 
and  was  informed  that  the  oath  then  administered  was  still  binding.) 

The  Chairman.  Mr.  Drake,  will  you  please  state  your  name,  your 
address,  and  your  occupation  ? 

Mr.  Drake.  My  name  is  Edward  A.  Drake;  my  address  is  322 
West  One  hundred  and  first  street.  New  York. 

Senator  Morgan.  Mr.  Chairman,  I  would  like  to  state  at  this  point 
that  this  committee  examined  several  of  the  witnesses  that  have  been 
examined  at  this  time,  and  many  others,  on  this  same  subject,  two 
years  ago  or  three  years  ago,  whenever  it  was;  and  all  of  those  exam- 
mations  bearing  upon  the  same  topic  ought  to  be  open  to  be  used  in 
the  Senate  without  the  necessity  of  their  being  repeated  here. 

The  Chairman.  Yes. 

Senator  Morgan.  It  would  save  a  great  deal  of  time  and  trouble  if 
we  could  consider  that  all  of  these  examinations  that  apply  to  this  case 
and  any  testimony  that  has  been  taken  before  this  committee  for  the 
use  of  the  Senate  may  be  used  in  the  same  wa}^  as  if  they  had  been 
taken  at  the  present  hearings. 

(The  committee  ordered  that  Senator  Morgan's  suggestion  be 
adopted.) 

Senator  Morgan.  Mr.  Drake,  you  spoke,  before  the  committee 
came  to  order,  of  some  duties  you  had  to  perform  to-morrow.  Are 
they  in  connection  with  railroad  affairs? 

Mr.  Drake.  Entirelv  so,  sir. 

Senator  Morgan.  What  will  you  have  to  do  to-morrow? 

Mr.  Drake.  On  the  24th  and  25th,  in  addition  to  the  ordinary  busi- 
ness of  the  companv,  of  which  1  am  the  operating  officer,  I  have  to 
make  an  award  under  the  invitations  for  bias  and  proposals  submitted 
for  the  supply  of  coal  for  the  railroad  company  for  the  ensuing  twelve 
months — it  is  approximately  125,000  tons — and  the  transportation  of 
the  125,000  tons  to  the  Isthmus.  Then  I  have  to  consider  and  pass  on 
the  placing  of  an  offer  that  we  have  for  the  insurance  of  the  fleet — the 
five  vessels  of  the  Panama  Railroad  Company — an  offer  involving 
insurance  of  two  millions  and  a  half  of  dollars.     Both  of  those  matters, 
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of  course,  have  to  be  done  subject  to  the  approval  of  the  president  of 
the  company  and  have  to  be  prepared  to  be  submitted  to  nim  for  his 
approval. 

Senator  Morgan.  Who  is  the  president  of  the  company  ? 

Mr.  Drake.  Mr.  T.  P.  Shonts,  the  chairman  of  the  Isthmian  Canal 
Commission. 

Senator  Morgan.  Has  he  been  elected  president? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  By  whom  ? 

Mr.  Drake.  By  the  board  of  directors. 

Senator  Morgan.  The  board  of  directors  elected  Mr.  Shonts  presi- 
dent? 

Mr.  Drake.  Yes,  sir: 

Senator  Morgan.  And  all  of  these  tmnsactions  of  yours,  to-mor- 
row  

Mr.  Drake.  And  the  next  day,  sir. 

Senator  Morgan  (continuing).  And  the  next  day  will  be  subject  to 
approval  b}^  Mr.  Shonts  as  president  of  the  company  ? 

Mr.  Drake.  Yes,  sir.  I  should  have  stated,  perhaps,  what  my  posi- 
tion is  in  the  company,  sir;  it  would  make  it  clearer.  I  am  the  secre- 
tary and  treasurer  of  the  companv  and  assistant  to  the  president;  and 
in  the  last  capacity,  under  his  authority,  I  am  exercising  all  the  func- 
tions of  the  operating  oflScer.     I  am  the  officer  in  charge. 

Senator  Morgan.  Is  there  any  such  office  provided  for  by  the  by  laws 
as  assistant  td  the  president? 

Mr.  Drake.  The  board  of  directors  have  the  power,  under  the  by-laws, 
to  appoint  auch  additional  officers  as  may  be  necessary. 

Senator  Morgan.  Have  you  been  appointed  by  the  board  ? 

Mr.  Drake.  My  appointment  was  reported  to  the  board  and  con- 
firmed. 

Senator  Morgan.  By  resolution  of  the  board? 

Mr.  Drake.  That  1  do  not  recall,  sir.  The  president  reported  to 
the  board  that  he  had  appointed  jne  assistant  to  the  president. 

Senator  Morgan.  There  was  no  resolution  of  the  ooard  on  the  sub- 
ject? 

Mr.  Drake.  No,  sir;  that  is,  not  of  record.  He  reported  it  to  the 
board. 

Senator  Morgan.  I  am  s{)eaking  now  of  matters  of  record.  Nothing 
of  that  kind  is  worth  anything  unless  it  is  of  record. 

Mr.  Drake.  1  have  been  exercising  all  the  functions  of  assistant  to 
the  president  for  a  number  of  3'ears. 

Senator  Morgan.  As  assistant  to  the  president  you  are  in  charge  of 
the  business  operations  of  the  railroad  in  New  York  ? 

Mr,  Drake.  Yes,  sir. 

Senator  Morgan.  And  elsewhere? 

Mr.  Drake.  No,  sir;  the  vice-president  and  general  manager,  Mr. 
Stevens,  who  was  elected  at  the  last  board  meeting,  and  who  was 
appointed  general  manager  by  the  board  of  directors  and  elected  a 
director  and  vice-president  at  the  annual  meeting,  is  in  charge  of  the 
operation  of  the  railroad  on  the  Isthmus.  I  have  no  authority  over 
him  at  all,  sir. 

Senator  Morgan.  Is  there  any  resolution  to  that  effect? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  You  have  it  here? 
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Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  I  wish  you  would  let  me  see  it. 

Mr.  Drake  (after  examining  minutes).  No,  sir;  the  report  of  the 
action  of  the  board  by  which  Mr.  Stevens  was  elected  to  succeed  Mr. 
Wallace  is  in  the  draft  of  the  minutes  of  the  annual  meeting  that  was 
held. in  April  last.  That  has  not  yet  been  approved.  Those  minutes 
have  not  been  submitted  for  approval  and  are  not  entered  in  the  book. 
The  fact  is  that  we  got  into  trouble  once  before  by  sending  out  an 
unappi*oved  draft  of  minutes,  and  now  we  do  not  send  forward  and  do 
not  emit  any  draft  of  minutes  until  they  have  been  approved  by  a 
subsequent  meeting  and  are  entered  in  the  book. 

Senator  Morgan.  Approved  by  a  meeting  of  the  board  of  directors, 
you  mean? 

Mr.  Drake.  Approved  by  a  subsequent  meeting  of  the  board  of 
directors. 

Senator  Morgan.  So  that  this  order  that  you  speak  of,  1  suppose, 
was  drawn  up  in  writing? 

Mr.  Drake.  Oh,  yes,  sir;  it  was  di*awn  up  in  writing  and  signed. 

Senator  Morgan.  But  Mr.  Stevens's  appointment  has  not  yet  been 
confirmed  by  the  board  of  directors? 

Mr.  Drake.  By  a  later  action  of  the  board;  he  was  appointed  by 
the  board.  The  action  was  taken  at  that  meeting.  The  record  of  the 
action  has  not  yet  been  approved  by  a  subsequent  meeting,  so  that  it 
is  not  entered  in  the  book  yet. 

Senator  Morgan.  He  is  in  charge  of  the  operations  of  the  railroad 
on  the  Isthmus? 

Mr.  Drake.  On  the  Isthmus;  yes,  sir. 

Senator  Morgan.  That  includes  everj thing  relating  to  seaboard 
transportation  in  that  vicinity — in  the  bays,  etc.  ? 
.  Mr.  Drake.  Absolutely.  He  is  in  charge  of  the  property  of  the 
company — in  charge  of  its  operation  on  the  Isthmus;  he  holds  a  power 
of  attorney  from  the  railroad  company  here,  issued  in  regulai*  form,  as 
required  by  our  contract  of  concession,  vis-a-vis  of  the  Republic  of 
Panama,  and  authorized  in  ever}'  way  to  represent  and  operate  the  rail- 
road company  in  its  capacity  as  a  separate  corporation  and  vis-a-vis  of 
the  Isthmian  Canal  Commission  as  well.  He  conducts  all  the  business 
of  the  mlway  on  the  Isthmus. 

Senator  Morgan.  Does  that  include  the  regulation  of  the  steamei*s 
that  belong  to  the  railroad  company  ? 

Mr.  Drake.  The  steamers  are  operated.  Senator,  under  the  charter- 
under  the  certificate  of  incorporation — which  allows  the  railroad  to 
operate  such  steamers  aS  may  oe  necessary  and  convenient  in  connec- 
tion with  the  road.  The  steamers  are  of  American  registry,  are  domi- 
ciled in  the  United  States,  and  are  operated  from  this  end.  He  has 
charge  of  the  steamers  when  they  are  at  that  end.  The  captains, 
with  their  letters  of  instruction,  sail  from  here.  Their  sailing  letters 
direct  them  to  report  to  the  vice-president  and  general  manager  of  the 
road  at  Colon,  by  whom  they  will  be  dispatched  on  their  return 
voyage. 

Senator  Morgan.  Yes;  so  he  has  no  control  of  it  except  there? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  He  receives  whatever  is  sent  out? 

Mr.  Drake.  That  is  right,  sir. 
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Senator  Moegan.  And  then  he  dispatches  the  vessels  on  their  return 
voyage? 

Mr.  Drake.  Loaded;  he  handles  them  there  in  the  harbor. 

Senator  Morgan.  Where  ars  these  steamers  controlled? 

Mr.  Drake.  They  are  controlled  from  here,  sir. 

Senator  Morgan.  From  New  York,  you  mean? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Do  you  mean  Washington  or  New  York? 

Mr.  Drake.  New  Yor£.  They  are  controlled  by  the  board  of  direct- 
ors. I  act  for  the  board  of  directors;  they  are  operated  by  me  as  the 
operating  oflScer. 

Senator  Morgan.  Is  there  anybody  in  control  of  you  in  that  matter! 

Mr.  Drake.  Absolutely,  sir;  I  am  subordinate  to  the  president. 

Senator  Morgan.  You  are  supposed  to  take  your  orders  from  the 
president? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  But  in  fact  you  do  what  you  think  is  proper,  and 
then  you  report  your  action  to  the  president  for  his  confirmation  or 
his  disapproval  ? 

Mr.  Drake.  Yes,  sir.  That  ought  to  be  a  little  differently  stated, 
if  you  please.  I  have  been  in  charge  of  the  opemtion  of  the  fine  since 
it  was  inaugurated,  in  1893,  and  I  am  operating  the  line  now;  and 
whatever  I  do  that  meets  with  his  disapproval  I  learn  it  very  quickly. 
He  is  constantly  informed  of  what  is  going  on. 

Senator  Morgan.  I  have  no  doubt  that  they  are  very  fortunate  in 
getting  you. 

Mr.  Drake.  Thank  you.  Senator;  that  is  very  kind. 

Senator  Morgan.  But  X  simply  wanted  to  get  at  the  situation. 
Now,  who  prescribes  sailing  days  and  rates  of  freight  for  all  steamers? 

Mr.  Drake.  The  traffic  manager,  under  my  approval. 

Senator  Morgan.  Who  is  the  traffic  manager? 

Mr.  Drake.  Mr.  R.  L.  Walker. 

Senator  Morgan.  Is  he  in  New  York? 

Mr.  Drake.  Yes,  sir.  He  regulates  the  traffic  of  the  railroad;  he 
establishes  the  rates;  that  is,  he  performs  all  of  the  functions  of  a  traffic 
manager,  always  subject  to  revision.  We  have  traffic  arrangements, 
working  arrangements,  with  nine  or  ten  lines — nine  lines  on  the 
Atlantic  side  and  three  lines  on  the  Pacific  side — besides  our  own  line. 
Recently  (unfortunately,  from  my  standpoint)  two  of  the  wealthiest 
foreign  lines  have  been  admitted  to  competition  with  the  company^s 
own  line  between  New  York  and  Colon.  That  has  been  in  the  devel- 
opment of  the  ''  open  door  "  policy;  and  they 'are  sharing  the  business 
with  us  now  that  used  to  belong  to  us  absolutely. 

I  have  always  felt  that  no  court  in  the  land,  except  for  reasons  of 
policy,  would  compel  a  line  to  admit  outside  lines  to  competition  with 
its  own  branch.  But  under  the  policy  of  the  United  States  of  the 
*' opening  of  the  door"  on  both  sides  of  the  Isthmus,  which  is  now  the 
policy  of  the  railroad  company,  these  two  lines  have  been  admitted, 
and  they  are  carrying  a  large  portion  of  the  high-grade  passenger  busi- 
ness, because  our  ships  are  so  often  so  nearly  tilled  witn  employees  of 
the  canal. 

Senator  Morgan.  To  what  two  lines  do  you  refer? 

Mr.  Drake.  The  Atlas  Branch  of  the  Hamburg- American  Line  and 
the  Royal  Mail  Steam  Packet  Company. 
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Senator  MonsASi.  Does  that  traffic  arrangement  obtain  on  both  sides 
of  the  Isthmus? 

Mr.  Drake.  Yes,  sir.     Do  you  mean  the  '^open  door?^ 

Senator  Morgan.  I  mean,  have  you  a  similar  traffic  arrangement 
on  the  west  side— on  the  Pacitic  side  of  the  Isthmus? 

Mr.  Drake.  Yes,  sir;  the  traffic  arrangements  are  the  same  on  both 
sides. 

Senator  Morgan.  With  what  vessels;  the  same  companies? 

Mr.  Drake.  No,  sir;  they  are  different  companies  on  each  side.  The 
railroad  company  is  in  the  position  of  making  bipartite  arrangements. 
That  is,  it  arranges  with  the  cocarriers  on  the  Pacific  side  that  it  will 
bring  all  the  freight  obtainable,  at  through  rates  that  are  established 
by  a^eement  and  that  are  thereafter  prorated,  to  the  western  termi- 
nus (I  am  taking  what  is  called  the  homeward  voyage  now),  under  bills 
of  lading  which  are  issued  by  the  consent  of  the  other  two  carriers, 
the  Panama  Railroad  Company  and  the  Atlantic  Line,  that  takes  the 
freight  away  from  the  Panama  Railroad  on  the  Atlantic  side.  That 
cargo  is  then  carried  to  destination,  is  delivered  by  the  final  carrier, 
the  freight  money  is  collected,  and  is  distributed  in  account  to  the  par- 
ticipants. 

Senator  Morgan.  Are  there  certain  ports  of  delivery  on  the  Pacific 
and  on  the  Atlantic  to  which  these  traffic  agreements  relate? 

Mr.  Drake.  Yes,  sir.  The  home  port  of  each  of  the  lines  is  of  a 
distinct  nationalitj',  except  in  the  case  of  England.  For  instance,  we 
have  an  Italian  line,  we  have  an  Austrian  line,  we  have  a  Spanish  line, 
we  have  a  French  line,  we  have  three  English  lines,  we  have  our  own 
line  from  New  York,  and  two  foreign  Tines  from  New  York  to  the 
Isthmus. 

Senator  Morgan.  But  you  have  not  traffic  arrangements  with  all  of 
these  lines? 

Mr.  Drake.  We  have  traffic  arrangements  with  all  of  them,  sir. 
They  are  arrangements  that  have  been  in  existence  for  fifty  years  in 
some  cases.  Those  arrangements  are  similarly  made;  similar  arrange- 
ments are  made  with  the  carriers  on  the  Pacific  side.  That  is,  they 
bring  the  freight  to  us,  leaving  to  us  the  option  to  give  it  to  any  one 
of  the  lines. 

Senator  Morgan.  Name  the  carriers  on  the  Pacific  side  with  whom 
these  traffic  arrlangements  are  made. 

Mr.  Drake.  I  snould  also  have  named  the  United  Fruit  Companjr 
from  New  Orleans.  The  carriers  on  the  Pacific  are  the  Pacific  Mail 
Steamship  Company  from  the. north,  the  Pacitic  Steam  Navigation 
Company  from  the  south,  and  the  Chilean  Company — the  South 
American  Steamship  Company,  it  is  called.  Its  name  is  the  Cia  Sud- 
Araericana  de  Vapores;  but  if  you  will  allow  me  I  will  call  it  the 
"South  American  Steamship  Company,"  which  is  the  translation. 

Senator  Morgan.  Yes;  please. 

Mr.  Drake.  Those  are  tne  three  companies  on  the  other  side.  We 
have  expected  all  along  that  other  companies  would  lie  induced  to  come 
in,  but  they  have  not  vet  done  so. 

Referring  to  my  old  testimony,  Senator,  which  you  perhaps  will 
readily  recall,  I  have  stated  once  before  this  committee  tnat  thus  far, 
although  there  was  an  unlimited  prospect  for  business  to  develop  on 
the  Pacific  coast,  there  had  not  come  business  enough  for  more  fines 
than  were  operatine  in  connection  with  us.     That  is  evidenced  so.  far 
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by  the  fact  that  we  have  not  been  able  to  induce  any  other  lines  to  come 
in.  There  are  two  or  three  lines  that  are  operating  independently  up 
and  down  the  coast  that  sail  around  to  Magellan,  tmit  go  to  Europe  via 
Magellan — the  Kosmos  line,  Lambert  &  Holt,  and  theChargeur  Reuinis; 
that  is  a  French  line.  Those  latter  lines  do  not  operate  in  connection 
with  us. 

Senator  Morgan.  Are  the  arrangements  with  each  of  these  lines  of 
ships  that  you  speak  of  the  same  in  every  case? 

Mr.  Drake.  In  every  case;  yes,  sir. 

Senator  Morgan.  Now,  if  you  will  just  describe  to  the  committee 
what  a  traffic  arrangement  is,  we  will  get  to  the  merits  of  the  subject. 

Mr.  Drake.  There  are  two  phases  of  a  traffic  arrangement.  One 
may  be  by  hard  and  fast  contract,  naming  all  the  parties  and  their 
obligations.  That  was  the  form  that  we  adopted  for  a  great  many 
years,  and  that  was  in  operation  on  both  sides,  binding  all  of  the  par- 
ties to  do  certain  things,  up  to  1893  or  thereabouts.  In  1893  we  can- 
celed all  of  those  arrangements  because  they  were  so  voluminous  that 
a  great  many  of  their  conditions  were  dead  letters.  They  were  all 
canceled,  and  what  are  known  as  working  arrangements  were  estab- 
lished by  exchanges  of  letters  stating  that  existing  practices  would 
be  continued  subject  to  ninety  days'  notice  of  termination  by  either 
party. 

Senator  Morgan.  It  is  the  old  tmffic  arrangement  then,  in  substance  i 

Mr.  Drake.  In  substance;  yes,  sir. 

Senator  Morgan.  Continued  by  correspondence  i( 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Until  you  notify  them  of  its  termination. 

Mr.  Drake.  And  one  thing  I  would  like  to  make  plain  is  that  the 
railroad  company  is  not  trammeled  now  by  any  agreement  which  it 
can  not  break  on  ninety  days'  notice. 

Senator  Morgan.   Why  do  you  say  it  is  not  trammeled  J 

Mr.  Drake.  I  mean  it  is  not  hampered.  Once  before  we  had  a 
contract  that  required  six  months'  notice,  or  a  year's  notice.  We  are 
now  on  what  might  be  called  the  customary  ]*easonable-time  notice. 

Senator  Morgan.  You  have  given  up  a  fixed  period  for  the  termi- 
nation of  the  arrangements,  and  you  now  exercise  the  right  of  giving 
a  reasonable  notice  of  termination  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Kittredge.  I  notice  here,  in  the  minutes  of  date  January 
9,  1902,  a  statement  to  the  effect  that  ^^The  treasurer's  statement  of 
this  date  was  presented,  showing  $444,855.51  cash  assets  on  band." 

Mr.  Drake.  Yes,  sir. 

Senator  Kittredge.  What  were  the  items  going  to  make  up  that 
total  amount 'if 

Mr.  Drake.  I  had  ver}*  little  information  before  I  came  here  as  to 
what  would  be  required  on  the  financial  point,  and  I  have  brought 
what  I  thought  might  be  required.  This  is  such  a  statement  as  would 
be  presented  at  that  time  [exhibiting  statement  to  committee].  It 
is  the  statement  of  date  of  April  23.  It  shows  the  cash  assets  of  the 
comran}'  as  follows:  Cash  at  banks,  $25,185;  cash  with  the  Mercan- 
tile Trust  CJompanv  at  interest,  $280,000;  cash  with  the  Mercantile 
Trust  Company  at  interest,  $20,000.  (That  $20,000  is  money  that  has 
been  set  aside  to  redeem  bonds  that  have  been  called,  but  until  the 
bonds  are  presented  we  put  it  in  a  separate  account  to  draw  interest 
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SO  as  to  make  an  earning.)  Deposits  with  Credit  Lyonnaise,  in  Lon- 
don— ^all  of  the  connecting  carriers  remit  to  our  London  bankers  in 
sterling,  and  we  draw  bills  of  exchange  against  their  remittances,  and 
they  advise  ua  from  time  to  time  of  how  much  money  they  have  in 
hand  there— as  per  letters  of  advice  to  April  14,  £2,812  lid. ,  $13,638.42. 
Liquid  cash  to-day  (that  is,  yesterday),  $338,823.46. 

In  addition,  there  are  held  in  the  treasury  100  Panama  6  per  cent 
subsidy  bonds  and  628  of  the  Panama  4i  per  cent  bonds.  There  is  due 
to  the  Isthmian  Canal  Commission  for  cash  loaned  to  the  Commission 
for  account  of  new  equipment  and  construction,  March  8,  $160,000; 
March  20,  $190,000;  total,  $350,000.  That  I  am  prepared  to  explain 
when  I  am  asked  to  do  it — 1  mean,  why  there  is  an  indebtedness  on  the 
part  of  the  Commission.  The  cash  assets  to-daj^  are  $338,000,  liquid 
cash  to  be  di'awn  against.  That  statement  means  that  at  that  time,  in 
addition  to  the  free  bonds  in  the  treasury,  there  was  that  amount  of 
cash  in  bank. 

Senator  Morgan.  How  much  cash  was  there  in  bank  yesterday? 

Mr.  Drake.  Yesterday  ?    $338,000,  sir. 

Senator  Moroan.  Why  is  it  necessary  to  keep  that  large  amount  on 
hand? 

.  Mr.  Drake.  It  has  always  been  the  policy.  One  of  the  things  I 
omitted  to  say,  perhaps,  is  that  the  Panama  Railroad  Company  has 
always  heretofore  been  more  ready  in  paying  its  bills  than  it  is  able 
to  be  now.  On  the  10th  we  pay  one  class  of  bills  and  on  the  20th 
another.  Itefore  I  came  awav  last  night  I  signed  checks  for  $65,000 
for  current  bills  that  will  be  drawn  against  there,  the  vouchers  having 
been  approved  and  audited,  that  will  be  dmwn  from  this  fund.    . 

In  adaition  I  have  bills  for  $120,000  for  supplies  for  the  steamers 
and  for  Isthmus  commissaries  that  will  have  to  be  paid  to-morrow. 
Somebody  else  will  have  to  sign  them  in  my  absence.  Mr.  Shonts  will 
probably  do  so;  but  I  would  like  to  say  here.  Senator,  if  I  may  be 
allowed,  that  it  has  been  the  policy  of  the  railroad  ever  since  I  have 
been  connected  with  it  to  maintain  large  cash  reserves,  and  I  think 
there  has  not  been  a  time — there  is  certainly  not  a  time  that  I  recall; 
I  could  easily  prepare  a  list  to  show  it — when  the  balances  have  not 
been  in  the  neignborhood  of  five  or  six  hundred  thousand  dollars 
always  employed  at  interest,  and  we  have  run  as  high  as  a  million 
dollars  in  bank  of  cash  assets. 

The  Chairman.  That  money  that  is  at  interest  is  all  subject  to  check, 
is  it  not? 

Mr.  Drake.  Entirely,  sir;  subject  to  two  signatures. 

The  Chairman.  It  is  subject  to  check  on  demand? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Now,  Mr.  Drake,  you  said  you  would  give  us  a 
description  of  what  the  traffic  arrangements  were-  -what  they  amounted 
to,  what  they  mean. 

Mr.  Drake.  Yes,  sir.  The  purpose  of  the  arrangement  and  the 
effect  of  the  arrangement  is  tnis:  The  Panama  Railroad  Company 
wants  all  the  business  that  it  can  get.  It  needs  it  in  order  to  earn 
money  enough  to  pay  its  operating  expenses  and  its  fixed  charges. 
We  seek  to  have  as  many  lines  as  possible  connect  with  us,  in  order  to 
provide  for  the  Pacific  coast  traffic.  The  Isthmus  of  Panama  has 
been,  up  to  now,  the  only  means  of  transcontinental  traffic  to  those 
ports — in  fact,  they  depend  upon  it — except  the  route  around  the 
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Horn.  In  order  to  secure  that  business  we  accept  any  regularly  estab- 
lished line  that  advertises  scheduled  sailings  to  and  from  our  ports, 
our  terminals  on  either  ocean. 

Our  understanding  with  those  lines  is  that  they  are  to  make  rates  for 
all  classes  of  goods,  down  to  certain  minima  that  are  established.  The 
minimum  is  very  much  lower  than  it  has  ever  been  necessary  to'go. 
That  is  in  order  that  what  are  called  initial  carriers  may  have  full 
authority'  to  make  competitive  mtes  to  secure  business.  As  a  matter 
of  fact,  the  steamship  lines  maintain  classifications  of  freight  and  grade 
their  rates  accordingly,  making  such  rates  as  are  necessary  to  secure 
the  business.  Our  interests  are  left  to  that  extent  in  their  hands. 
All  reports  of  business  are  made  directly  to  our  New  York  office.  All 
accounts  are  checked  there. 

If  we  notice  a  falling  off  in  the  tonnage  or  a  change  in  the  rates 
that  would  be  prohibitive  or  restrictive  in  any  wtiy,  we  immediately 
protest  that  their  arrangement  with  us  is  to  get  the  business,  and  if 
we  find  that  we  are  losing  any  particular  class  of  tonnage  we  insist  on 
their  making  rates  that  will  recover  it  or  will  secure  it. 

That  shows  that  they  have  a  free  hand  to  make  rates  to  get  the  busi- 
ness. Then,  thereafter,  the  rates  are  divided  on  agreed  percentages. 
The  railroad  company  received  25  per  cent  of  any  through  rate  made. 
Forty  per  cent  goes  to  the  Atlantic  carrier,  and  the  balance,  65,  or  35, 
or  38  per  cent,  to  the  Pacific  carriers. 

Senator  Morgan.  What  inducements  do  you  offer  to  these  various 
lines  that  have  these  traffic  arrangements  with  the  railroad  company 
to  unite  in  }•  our  scheme 'if 

Mr.  Drake.  It  is  a  common  interest.  Senator.  Most  of  the  lines 
are  subsidized.  They  run  to  contiguous  ports,  and  our  port  is  a  port 
of  call  to  that  extent.  The  rates  are  remunerative.  They  come  with 
various  quantities  of  freight  to  be  transported  over  the  railroad.  To 
that  extent  it  is  an  increment  to  them.  That  is  their  inducement. 
We  furnish  them,  on  the  other  hand,  with  freight  to  take  to  their 
home  ports.  Xhat  is  the  business  that  I  referred  to  as  the  circulatory 
business  that  is  constantly  maintained  by  those  lines.  They  start  from 
their  home  ports  and  stop  at  various  ports  on  the  wav,  leaving  and 
taking  cargo.  They  come  to  our  port  and  do  the  same  thing,  and  start 
on  their  way  home,  doing  the  same  thing;  so  that  when  they  leave 
their  home  ports  they  are  loaded,  and  presumably  when  they  reach 
them  the}^  are  loaded.  Now,  we  are  not  interested  except  in  our  pro- 
portion or  share  of  that  business;  on  that  business  that  the}'  bring  to 
us  we  get  our  earning. 

Senator  Morgan,  i  ou  say  you  suppl^i  them  with  freights  to  their 
home  ports  i 

Mr.  Drake.  For  the  reverse  journey;  yes,  sir. 

Senator  Morgan.  In  what  way  do  you  supply  them? 

Mr.  Drake.  It  is  collected  by  carriers  on  the  Pacific  side,  destined 
to  their  home  ports.  AH  of  the  steamship  lines  have  agents  on  the 
coast  canvassing  for  business;  all  of  the  different  nationalities  have 
agents,  and  that  business  is  destined  perhaps  to  Havre,  to  London,  to 
Southampton,  to  Genoa,  to  Barcelona.  According  to  its  destination, 
it  is  carried  by  the  line  of  that  nationality,  and  the  line  to  which  it  is 
delivered  accounts  to  us  for  our  proportion  of  the  freight. 

Senator  Morgan.  All  of  these  different  steamship  unes  which  you 
have  arrangements  with  do  not  touch  at  New  York? 
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Mr.  Drake.  None  of  them  do,  except  the  two  that  have  recently 
established  branches. 

Senator  Morgan.  Then  they  supply  themselves,  do  they  not,  with 
this  freight  that  eoes  to  the  home  ports? 

Mr.  Drake.  They  start  out  from  New  York  with  whatever  freight 
they  have  been  able  to  secure  for  the  ports  they  stop  at  on  the  way  to 
Colon;  they  deliver  whatever  freight  they  have  for  Colon,  take  what- 
ever f reiglit  we  have  for  them  there,  and  go  on  to  their  nome  ports. 
That  service  is  different.  The  other  lines  run  between  the  home  ports 
and  Colon. 

Senator  Morgan.  Are  there  any  differences  in  the  rates  of  freight 
across  the  Isthmus  in  respect  of  any  of  these  vessels? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  They  all  have  the  same  flat  rate? 

Mr.  Drake.  They  have  the  same  authorit}' — we  have  not  a  flat  rate 
across  the  Isthmus,"  sir.  They  hav^e  the  same  rates;  they  are  allowed 
to  make  the  same  rates.  Sometimes  it  is  necessary  for  one  carrier  to 
make  a  little  lower  rate  on  a  certain  class  of  goods  from  one  port  than 
from  another;  but  he  has  the  authority  to  do  that. 

Senator  Morgan.  To  make  his  own  rates? 

Mr.  Drake.  To  make  his  own  rates;  yes,  sir. 

Senator  Simmons.  Senator  Morgan,*^  may  I  ask  the  witness  one 
question? 

Senator  Morgan.  Certainly. 

Senator  Simmons.  I  wanted  to  inquire,  Mr.  Drake,  at  what  ports 
these  steamers  sailing  from  New  York  to  Colon  stop  on  their  way 
going  and  coming. 

Mr.  Drake.  The  Roval  Mail  stops  at  Kingston;  it  sails  to  Jamaica, 
principally,  and  Barbados,  I  believe,  and  from  there  on  to  Port  Limon, 
to  Colon,  and  then  home.  The  Atlas  Line  steamers  go  to  Kingston; 
they  stop  sometimes  at  Fortune  Island  on  the  way  to  Kingston  (that  is 
on  this  side  of  Cuba);  then  to  Kingston;  then  to  Cartagena  in  Colombia, 
and  to  Colon,  Port  Limon,  Veracruz,  and  home. 

Senator  Simmons.  They  stop  at  those  places  both  going  and  coming? 

Mr.  Drake.  No;  not  both  going  and  coming. 

Senator  Simmons.  Going  from  New  York  and  returning  to  New 
York? 

Mr.  Drake.  Their  ships  are  run  interchangeably.  They  meet  at 
different  ports  and  may  dispatch  a  ship  that  will  come  from  Europe  to 
New  York;  but  lately  they  have  changed  their  ships  frequently.  The 
Royal  Mail  has  gotten  down  now  to  the  Taqiw,  the  Tre7it^  and  the 
Atrata;  the  Hamburg-American  has  the  Siberia  and  the  Princess 
something;  I  do  not  know  the  exact  name,  sir. 

Senator  Morgan.  You  say,  Mr.  Drake,  that  the  rates  charged  to 
all  of  these  different  lines  crossing  the  Isthmus  in  either  direction  are 
the  game? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Without  discrimination? 

Mr.  Drake.  Yes,  sir. 

Senator  Taliaferro.  And  what  did  you  say  the  railroad's  propor- 
tion was? 

Mr.  Drake.  Twenty-five  per  cent  of  anv  rate  made. 

Senator  Taliaferro.  The  Secretary  of  War  stated  it  at  45  per  cent. 
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Mr.  Drake.  Ob,  be  is  speaking  of  the  distribution  between  our  own 
steamship  line  and  tbe  railroad  company.  We  operate  a  steamship 
line  with  a  through  rate  from  New  York  to  Panama;  and  that  is  dis- 
tributed between  the  railroad  coihpany  and  the  steamship  line,  55 
and  45. 

Senator  Simmons.  Whj^  do  you  make  that  ditferentiation  ? 

Mr.  Drake.  Because  they  are  both  operated  on  a  separate  basis. 
It  is  distributed  in  proportion  to  the  service  rendered.  The  haul  from 
New  York  to  Colon  is  1,985  miles;  the  haul  across  the  railroad  is  50 
miles,  and  it  is  a  bookkeeping  distribution  between  the  two  branches 
of  the  same  service. 

Senator  Taljaferro.  You  are  mistaken  in  your  idea  that  the  Secre- 
tar}''  of  War  referred  to  our  own  ships,  I  think. 

Mr.  Drake.  It  may  be  so. 

Senator  Taliaferro.  He  says,  on  page  2548  of  the  hearings: 

''Two  other  steamship  lines  run  from'New  York  to  Colon,  the  Royal 
Mail  Line  and  the  Atlas  Line,  and  a  line  from  New  Orleans  to  Colon, 
all  uf  which  connect  with  us. 

''Senator  Morgan.  Is  that  line  from  New  York  to  Colon  one  of 
those  fruit  lines  if 

"Secretary  Taft.  Yes,  sir. 

"  Senator  Morgan.  What  is  the  name  of  it? 

''Secretary  Taft.  The  United  Fruit  Line.  . 

"Senator  Morgan.  The  United  Fruit  Company  i 

"  Secretary  Taft.  Yes.  From  all  of  these  lines  the  railroad  accept* 
the  same  pro  rata  proportion,  45  per  cent,  and  thus  makes  no  discrimi- 
nation and  attempts  no  monopol3\" 

Mr.  Drake.  I  want  to  say,  Senator,  that  I  am  not  the  traffic  man- 
ager. If  I  had  known  I  was  going  to  be  questioned  on  this  subjoct  I 
would  have  fully  informed  myself;  but  I  am  so  busy  in  my  own  depart- 
ment that  th3  business  of  traiBc  is  left  to  the  traffic  manager,  and  I 
may  be  somewhat  confused  on  these  percentages.  I  think,  however, 
that  up  to  this  point  I  am  right.  I  do  not  like  to  impeach  my  own 
testimony. 

Senator  Taliaferro.  Mr.  Drake,  I  understand  that  any  difference 
is  due  to  a  misunderstanding  of  the  fact^  of  the  case. 

Mr.  Drake.  Yes,  sir. 

Senator  Taliaferro.  But  I  wanted  the  record  to  show  what  the 
facts  reallv  are. 

Mr.  Drake.   Yes,  sir. 

Senator  Taliaferro.  And  as  the  Secretary  is  under  the  impres- 
sion  

Mr.  Drake.  The  Secretary's  information  is  undoubtedly  correct, 
sir,  because  it  would  be  supplied  to  him  directly  from  our  traffic  depart- 
ment; and  it  means  to  me  that  there  is  a  distribution  of  rates  between 
those  lines  of  the  through  rate  from  New  York  to  Panama  that  I  have 
overlooked. 

Senator  Taliaferro  (handing  printed  report  to  Mr.  Drake).  Just 
look  at  the  testimony. 

Mr.  Drake.  I  have  not  any  doubt  of  it,  sir.  [After  examining  the 
report.]  I  think.  Senator,  tKat  the  Secretary  is  speaking  there  of  the 
business  b}'  our  own  line. 

Senator  Taliaferro.  Read  on  and  see  if  he  is. 
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Mr.  Drake.  He  says:  ''  We  have  reduced  the  freight  rate  from  New 
York  to  Panair.a  on  most  goods  33i  per  cent  or  more.  We  are  not 
much  more  than  paying  expenses  with  our  shipping  line.  The  through 
rates  are  divided" — with  our  own  line — "45  per  cent  to  the  railroad 
and  65  per  cent  to  the  steamship." 

I  think  the  Secretary — - 

Senator  Taliaferro.  Read  on,  Mr.  Drake. 

Mr.  Drake  (reading):  "Two other  steamship  lines  run  from  New 
York  to  Colon,  the  Royal  Mail  Line  and  the  Atlas  Line,  and  a  line 
from  New  Orleans  to  C)olon,  all  of  which  connect  with  us. 

"  Senator  Morgan.  Is  that  line  from  New  Orleans  to  Colon  one  of 
those  fruit  lines? 

'^Secretary  Taft.  Yes.  sir. 

"  Senator  Morgan.  Wliat  is  the  name  of  it? 

''  Secretarv  Taft.  The  United  Fruit  Line. 

"Senator  Morgan.  The  United  Fruit  Company? 

''  Secretary  Taft.  Yes.  From  all  of  these  lines  the  railroad  accepts 
the  same  pro  rata  proportion,  45  per  cent,  and  thus  makes  no  ais- 
crimination  and  attempts  no  monopoly." 

Senator  Taliaferro.  Now,  do  you  think  it  refers  merely  to  your 
line  ? 

Mr.  Drake.  No;  I  do  not. 

Senator  Taliaferro.  You  think  it  refers  to  all  the  lines? 

Mr.  Drake.  It  is  my  present  impression  that  the  Secretarj'-  has 
made  a  mistake,  sir. 

Senator  Taliaferro.  Do  you  know  what  the  rates  are,  Mr.  Drake? 

Mr.  Drake.  I  do  not  know  what  the  rates  are;  not  so  as  to  state 
them.     We  have  regular  tariffs  published;  I  can  produce  them  all. 

Senator  Taliaferro.  Are  you  the  president  of  the  railroad  company  ? 

Mr.  Drake.  I  am  not  the  president.  I  am  the  assistant  to  the  presi- 
dent. I  am  the  operating  officer  and  should  know  all  the  rates  by 
memory  if  it  was  possible  to  retain  them,  but  it  is  not.  There  are 
twenty  or  thirty  tariffs  or  more — fifty  tariffs — covering  all  classes  of 
freight  and  different  destinations.  For  instance,  there  are  tariffs  from 
Europe  to  ports  on  the  west  coast  of  South  America:  there  are  tariffs 
from  Europe  to  Central  American  ports,  to  Mexican  ports,  and  to 
United  States  ports.  Those  are  all  different  tariffs,  sir.  Under  a 
uniform  classification,  and  out  of  any  rates  named,  we  accept  25  per 
cent,  and  I  should  know,  but  I  simply  can  not  remember  them. 

Senator  Taliaitsrro.  Are  not  all  of  these  tariffs  submitted  to  you 
before  they  are  put  into  operation  or  effect? 

Mr.  Drake.  Oh,  yes,  sir;  yes,  sir.  They  are  tariffs  that  have  been 
in  effect  a  long  time,  and  are  changed  from  time  to  time,  as  may  be 
necessary,  under  the  general  direction  of  the  traffic  manager  in  con- 
nection with  the  other  lines. 

Senator  Taliaferro.  Can  you  say  positively  that  there  is  any  dif- 
ference in  the  proportion  of  rate  obtained  from  the  foreign  vessels 
from  that  obtained  from  our  own  ships? 

Mr.  Drake.  I  will  make  this  distinction:  We  accept  25  per  cent 
of  the  through  rate  named  by  all  foreign  ships.  We  have  our  own 
vessels.  Our  line  runs  from  New  York  to  Panama.  The  steamers 
are  simply  a  connection  of  the  railroad 

Senator  Taliaferro.  Now,  Mr.  Drake,  you  are  repeating  your  for- 
mer statement.     After  saying  that  you  did  not  know  about  it,  do 
p  c — VOL  3 — 0(5 ^55 
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you  mean  to  say  now  that  you  do  know  that  the  railroad  company  gets 
S^5  per  cent  of  that  rate  ? 

Mr.  Drake.  I  mean  to  say  that  I  do  know  that  the  railroad  com- 
pany gets  25  per  cent  of  all  through  rates  named  by  connecting  com- 
panies. I  mean  to  say  that  I  do  laiow  that  the  railroad  company 
makes  a  rate  from  New  York  to  Panama  over  its  entire  line,  and  dis- 
tributes that  rate  between  the  two  branches  of  its  service  into  the 
books  on  the  basis  of  55  per  cent  to  the  steamship  line  and  45  per 
cent  to  the  railroad. 

Senator  Taijaferro.  Then  you  are  also  prepared  to  state  that  the 
Secretary  of  War  was  mistaken  in  the  testimony  he  gave  to  the  com- 
mittee ? 

Mr.  Drake.  Xo;  I  do  not  understand  the  statement,  sir.  I  think 
the  Secretary  is  mistaken.  That  is  my  answer  to  that.  I  think  he 
has  inadvertently  misstated  that  figure. 

Senator  Taliaferro.  Of  course  it  is  inadvertently. 

Mr.  Drake.  It  is  quite  possible  that  I  may  be  the  one  in  error.  I 
do  not  think  so,  though. 

Senator  Morgan.  Now,  Mr.  Drake,  I  will  get  back  to  what  I  was 
trying  to  find  out  from  you.  You  have  stated  that  you  make  no  dis- 
crimination whatever  between  foreign  ships — ships  of  foreign  coun- 
tries— that  send  freight  across  the  railroad  either  way,  in  the  freight 
charges  ? 

Mr.  Drake.  No,  sir;  we  make  none. 

Senator  Morgan.  Do  you  make  any  distinction  between  foreign 
ships  and  ships  of  the  United  States  sending  freight  across? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  You  get  the  same  percentage? 

Mr.  Drake.  There  are  no  ships  from  the  United  States,  sir.  The 
coastwise  traffic 

Senator  Morgan.  That  is  what  I  am  asking  you  about — ships  that 
fly  the  American  flag. 

Mr.  Drake.  The  only  vessels  that  are  operated  on  that  route  are 
our  own  vessels  on  this  side  and  the  vessels  of  the  Pacific  Mail 
Steamship  Company  on  the  other  side.  The  Pacific  Mail  Steam^p 
Company  operates  with  us  on  the  other  side. 

Senator  Morgan.  Is  there  any  distinction  between  this  class  of 
vessels  and  their  foreign  vessels? 

Mr.  Drake.  Not  on  the  foreign  business,  sir.  On  the  domestic 
coastwise  business  the  Pacific  Mail  receives  40  per  cent  of  the  busi- 
ness, and  the  balance  is  distributed  between  the  railroad  company 
and  the  steamship  line. 

Senator  Morgan.  And  as  to  the  trade  that  is  not  coastwise,  the 
rate  is  !>5  per  cent  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  That  explains  the  whole  situation.  Now,  you 
said  that  sometimes  there  was  a  falling  off  in  certain  classes  of  ship- 
ments across  the  railroad — a  falling  off  in  the  amount  of  freights 
you  would  get  to  transport? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  you  would  call  attention  to  it  and  make  a 
complaint  about  it? 

Mr.  Drake.  I  said  that  that  would  be  done  in  the  ordinarv  course 
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of  business  in  our  relations  with  cocarriers;  only  as  evidence  that 
we  are  following  up  our  business. 

Senator  Morgan.  Such  occasions  have  arisen,  have  they? 

Mr.  Drake.  Oh,  yes,  sir;  continually. 

Senator  Morgan.  Now,  what  inducement  have  you,  or  what  means 
of  compulsion  have  you,  as  against  these  connecting  lines,  to  make 
them  do  better  ? 

Mr.  Drake.  None,  sir.  It  is  a  joint  arrangement.  It  is  a  traffic 
arrangement;  and  we  have,  for  instance,  pressed  the  South  Pacific 
carriers  to  make  rates  low  enough  to  bring  the  heavy  products  from 
down  there — not  as  low  as  nitrates,  but  ivory,  nuts,  and  sugar.  Most 
of  the  sugar  goes  around  by  way  of  the  Horn,  because  our  cocarriers 
insist  that  they  have  made  a  rate  low  enough  to 

Senator  Morgan.  You  have  pressed  upon  them  the  fact  that  they 
were  not  bringing  you  as  much  of  these  heavier  articles  as  you 
thought  they  ought  to? 

Mr.  Drake.  Yes,  sir.    Our  ships  need  homeward  cargo  now. 

Senator  Morgan.  In  the  event  that  they  should  be  obstinate  about 
it,  and  continue  to  ship  around  the  Horn  or  elsewhere,  what  would 
be  your  remedy  against  them  ? 

Mr.  Drake.  To  try  to  induce  other  lines  to  go  in  there  and  take  the 
business  in  connection  with  us. 

Senator  Morgan.  And  that  would  be  all  the  remedy  you  would 
have? 

Mr.  Drake.  Yes,  sir;  unless  we  establish  a  line  of  our  own,  which 
would  be  inadvisable,  because  the  volume  of  the  business  would  not 
warrant  it. 

Senator  Morgan.  I  do  not  see  the  advantage  that  any  foreign  ship- 
ping line  would  have  in  making  arrangements  with  the  railroad. 

Mr.  Drake.  There  is  interport  business,  sir,  as  I  stated  before,  and 
they  are  subsidized.  The  Chilean  Line  is  subsidized  by  the  Chilean 
Government.  The  lines  of  the  different  other  nationalities  have 
postal  contracts  with  their  own  governments  that  obligate  them  to 
run,  for  instance,  to  our  port. 

Senator  Morgan.  Now,  there  are  other  lines  of  ships,  or  there  are 
separate  ships? 

Mr.  Drake.  There  are  no  separate  ships,  sir;  they  are  all  lines. 

Senator  Morgan.  I  say,  though,  there  are  others  that  come  and  go 
from  the  Isthmus  on  both  sides? 

Mr.  Drake.  They  do  not  stop  at  the  Isthmus;  they  pass  the 
Isthmus. 

Senator  Morgan.  They  go  around  the  Horn? 

Mr.  Drake.  They  go  around  the  Horn;  yes,  sir.  There  are  other 
ships  that  come  to  the  Isthmus  with  cargo  destined  for  the  Isthmus. 
There  are  other  ships  with  canal-construction  material. 

Senator  Morgan.  Yes.  That  is  under  contract  with  the  Govern- 
ment, though  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  I  am  talking  about  ships  that  are  engaged  in  in- 
<lependent  traffic.     Do  none  of  them  go  there  ? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  Why  not  ? 

Mr.  Drake.  It  would  not  pay  a  ship  to  run  there  for  one  trip. 
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Senator  Morgan.  But  they  might  have  two,  might  they  not — one 
for  the  Pacific  and  one  for  the  Atlantic? 

Mr.  Drake.  The  policy  of  the  Panama  Railroad  Company  now — 
it  has  always  had  a  policy — is  to  admit  all  regularly  established  lines, 
as  I  said  before,  that  advertise  sailings  to  our  terminals.  If  a  ship 
came  in  there  and  tendered  us  freight  of  course  we  would  take  it; 
but  it  would  not  be  at  a  through  rate,  because  an  independent  steam- 
ship line  would  have  no  right  to  make  a  through  rate;  it  could  not 
make  a  through  rate ;  it  has  no  arrangement  with  us.  We  would  have 
no  security  for  collecting  what  was  due  us  of  the  money  that  that 
line  had  collected. 

Senator  Morgan.  Then  you  have  your  arrangement  limited  as  far 
as  it  goes  to  regularly  established  lines  that  have  connections  on 
both  sides  of  the  Isthmus? 

Mr.  Drake.  For  through-billing  business;  yes,  sir — ^what  I  call 
through  business. 

Senator  Morgan.  Through-billing  business — ^yes.  I  will  get  to  the 
billing  part  in  a  moment.  And  if  an  independent  ship  comes  there, 
it  has  to  take  the  chances  of  getting  its  cargo  across? 

Mr.  Drake.  Its  cargo  would  be  received  in  the  regular  course  of 
our  business,  sir,  and  transported  at  our  regular  rates. 

Senator  Morgan.  But  you  do  not  seek  that  trade? 

Mr.  Drake.  We  would  be  very  glad  to  have  it  come,  sir,  because 
the  local  rates  are  hi^. 

Senator  Morgan.  Sut  you  do  not  seek  it?  You  do  not  offer  any 
inducements? 

Mr.  Drake.  There  reallv  is  not  any  business  for  them  to  do,  sir. 
That  is  presumably  why  they  do  not  come.  The  other  lines  provide 
for  all  of  the  business  that  there  is  to  go  by  the  Isthmus. 

Senator  Morgan.  But  the  business  is  srowing  every  day,  is  it  not? 

Mr.  Drake.  Yes,  sir;  undoubtedly.  No;  the  busmess  is  growing 
slowly.  The  business  recently  from  Europe  has  been  larger  that 
heretofore. 

Senator  Morgan.  But  naturally  the  Panama  Railroad,  run  as  an 
independent  establishment,  free  from  complications  with  any  oat- 
side  shipping  interests  at  all,  would  want  to  get  all  the  ships  it  ocadd 
get  to  land  there,  treating  them  all  equally? 

Mr.  Drake.  Yes,  sir;  the  more  the  better. 

Senator  Morgan.  But  none  have  landed? 

Mr.  Drake.  None  have  landed ;  no,  sir. 

Senator  Morgan.  The  independent  ships,  the  tramps,  and  all 
those 

Mr.  Drake.  Go  by. 

Senator  Morgan  (continuing).  Goby? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  You  do  not  get  any  of  that  trade? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  Now,  what  advantage  is  it  to  the  railroad  to 
exclude  these  outside  ships? 

Mr.  Drake.  It  does  not  exclude  them,  sir. 

Senator  Morgan.  Is  it  not  the  necessary  result  of  your  making 
traffic  arrangements  with  the  regularly  ^tablished  lines  that  the 
tramps  and  outside  ships  are  excluded  ? 
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Mr.  Drake.  No,  sir;  we  would  be  glad  to  welcome  them  if  they 
came,  and  to  handle  their  business.  If  they  came  to  us  to  make 
through  billing  arrangements  we  would  be  glad  to  welcome  them; 
if  they  came  with  cargo  to  be  transported  over  the  Isthmus  we  would 
be  glad  to  handle  it.  We  have  regular  rates;  we,  have  local  rates 
across  the  Isthmus,  and  re^lar  wharfage  rates  for  the  steamer  at 
C!olon ;  and  it  would  meet  with  the  same  treatment  as  any  other. 

Senator  Morgan.  These  regular  lines  are  necessarily  in  competi- 
tion with  the  tramp  lines,  are  they? 

Mr.  Drake.  That  is  my  answer,  sir — I  think  they  cover  all  the 
business.    There  is  no  inducement  left  for  a  tramp  line  to  so  there. 

Senator  Morgan.  They  still  roam  the  ocean  in  thousands,  do  they 
not? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  They  do  business  somewhere? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  They  do  not  do  business  at  your  terminals  be- 
cause you  do  not  offer  them  any  inducements,  I  suppose.  They  do 
business  everywhere  else.  I  was  trying  to  find  out  why  they  did 
not  do  any  business  with  you. 

Mr.  Drake.  I  can  not  answer,  sir.  My  assumption  is  that  there 
is  no  business  for  them. 

Senator  Morgan.  I  am  trying  to  get  at  it.  I  have  the  supposition 
in  my  mind — the  belief,  I  might  say — that  this  traffic  arrangement 
that  you  make  with  permanent  lines  runs  off  all  of  the  other  people. 

Mr.  Drake.  I  do  not  think  so,  sir.  It  is  possible  that  in  the  case 
of  an  occasional  steamer  coming  in  there,  that  steamer  might  name  a 
very  low  rate  for  its  service.  We  have  a  regular  rate  across  the 
Isthmus,  a  regular  local  rate,  that  has  lately  been  reduced  materially. 
It  is  possible  that  the  sum  of  those  two  locals  would  be  higher  than 
the  through  rate. 

Senator  Morgan.  You  have  mentioned  "  through  billing." 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Please  describe  that. 

Mr.  Drake.  There  is  an  agreed  form  of  bill  of  lajling  in  use  by  all 
the  parties.  If  the  Royal  Mail  Steamship  Company  is  going  to  take 
a  shipment  at  Southampton  for  Callao  it  uses  that  form  of  bill  of 
lading.  All  of  the  provisions  of  the  bill  of  lading  are  discussed  and 
agreed  upon.  It  provides  all  the  protection  for  the  carriers  and  for 
the  cargo ;  and  that  is  the  form  of  bill  of  lading  that  is  used  to  cover 
that  shipment  from  the  point  of  origin  to  the  point  of  destination. 

Senator  Morgan.  If  you  come  from  Southampton  and  are  destined 
to  Callao,  that  bill  of  lading  carries  you  right  across  the  Isthmus? 

Mr.  Drake.  It  follows  along  with  the  cargo. 

Senator  Morgan.  Then  you  look  to  the  company  that  gives  that  bill 
of  lading  for  your  percentage? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Of  25  per  cent? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  For  your  part  of  the  traffic  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  That  means  25  per  cent  of  the  whole  bill  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Whatever  they  earn  ? 
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Mr.  Drake.  Yes,  sir ;  except  that  almost  all  of  the  steamship  lines 
have  some  little  additional  charges  on  the  bill  of  lading  for  various 
services  that  they  render  that  are  distinct  exceptions  from  the 
through  rate.  The  through  rate  might  be  $10,  and  there  might  be  a 
charge  of  25  cents  for  some  port  service  or  for  some  bill  of  lading 
service  that  the  initial  carrier  had  rendered  that  we  do  not  partici- 
pate in.    Those  are  local  charges. 

Senator  Morgan.  Those  little  extra  charges,  I  suppose,  relate 
to 

Mr.  Drake.  To  services  rendered. 

Senator  Morgan.  To  work  they  do  in  crossing  the  Isthmus? 

Mr.  Drake.  No,  sir ;  not  necessarily — at  their  own  port. 

Senator  Morgan.  Not  crossing  the  Isthmus? 
•    Mr.  Drake.  No,  sir. 

Senator  Morgan.  Have  j^ou  one  of  the  forms  of  bill  of  lading? 

Mr.  Drake.  Here?    No,  sir. 

Senator  Morgan.  You  can  furnish  it  to  the  committee? 

Mr.  Drake.  Every  one  of  them,  sir. 

Senator  Morgan.  I  wish  you  would  send  it  to  us.  Take  a  memo- 
randum of  it,  please. 

Mr.  Drake.  Yes,  sir ;  I  will  do  so. 

Senator  Morgan.  That  form  of  bill  of  lading  obtains  in  all  the 
traffic  arrangements  that  you  have  with  all  these  different  lines? 

Mr.  Drake.  There  are  different  forms,  sir;  there  are  different 
a^eed  forms  for  different  branches  of  business.  Tliej^  differ  in  some 
minor  details — ^that  is,  the  bills  of  lading  on  the  Pacific  are  not  ex- 
actly the  same  as  the  bills  of  lading  on  the  Atlantic.  They  cover  the 
business  between  them. 

Senator  Morgan.  The  bills  of  lading  aiid  all  of  the  different  forms 
applicable  to  different  kinds  of  shipments  are  made  under  agreement 
with  the  railroad  company? 

Mr.  Drake.  Yes,  sir.  - 

Senator  Simmons.  Does  that  agreement  include  the  freight  rate 
also? 

Mr.  Drake.  The  bill  of  ladingstates  it,  sir. 

Senator  Simmons.  I  know.  JBut  is  there  an  agreement  between 
these  steamship  companies  and  the  railroad  as  to  what  shall  be  the 
rate  or  tariff  chargea  upon  specific  articles  to  be  transported? 

Mr.  Drake.  Yes,  sir.  I  stated,  I  think  before  you  came  in,  Senator, 
that  the  authority  was  vested  in  the  initial  carrier  on  both  sides  to 
name  rates  down  to  a  point  necessary  to  secure  business  on  different 
classes  of  traffic,  and  the  rate  named  is  stated  in  the  bill  of  lading. 

Senator  Simmons.  Then  if  the  traffic  originates  on  the  steamship 
company's  route,  they  fix  the  rate  ? 

Mr.  I5rake.  Yes,  sir. 

Senator  Simmons.  And  you  agree  to  abide  by  that? 

Mr.  Drake.  Yes,  sir;  down  to  a  certain  figure.  They  can  not  go 
below  a  certain  point  without  our  authority  to  chanjge  it. 

Senator  Simmons.  They  can  not  go  below  a  minimum? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  Now,  if  I  understand  you,  Mr.  Drake 

Mr.  Drake.  May  I  understand  you.  Senator?  Do  you  wish  all  the 
forms  of  bills  of  lading,  or  a  sample  form  ? 
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Senator  Morgan.  Just  one  of  the  forms  which  contains  the  con- 
tract for  the  25  per  cent  allowance.    They  contain  that,  do  they  not  ? 

Mr.  Drake.  No,  sir;  that  bill  of  lading  is  simply  a  cargo  paper. 
It  follows  along  with  the  cargo  and  is  accompanied  by  what  is  known 
as  an  "'  accountable  receipt,"  on  which  is  checked,  at  the  intersecting 
points,  exceptions  taken,  because  each  carrier  is  responsible  for  its 
own  loss  and  damage.  If  you  give  a  clean  bill  of  lading  to  a  shipper 
for  an  article — ^you  being  the  English  carrier,  for  the  moment — and 
by  the  time  you  bring  it  to  me  I  note  on  the  accountable  receipt  that 
it  was  damaged,  that  it  was  wet,  that  it  was  stained,  that  it  was 
broken  and  repaired,  that  it  was  resewn^  or  that  one  of  the  contents 
was  missing,  tnat  it  was  deficient  in  weight  as  stated  by  the  bill  of 
lading,  etc.,  that  notation  is  made  on  the  accountable  receipt  so  as  to 
protect  me  from  the  claim  the  shipper  will  make  for  that  loss. 

Senator  Morgan.  What  I  am  trying  to  get  at,  Mr.  Drake,  is  the 

funeral  nature  of  the  contract  which  is  obligatory  upon  the  United 
tates. 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  I  want  to  know  what  kind  of  business  we  are 
doing  through  you  as  an  officer  or  agent  of  the  United  States. 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  how  far  the  United  States  Government  is 
made  responsible  for  all  the  damages  and  losses  and  whatever  mav 
occur  to  the  disadvantage  of  the  shipper  by  these  bills  of  lading.  \ 
just  want  to  see  what  the  contract  is. 

Mr.  Drake.  In  answer  to  that,  may  I  say  that  the  object  of  these 
notations  upon  the  accountable  receipt  which  accompanies  the  cargo 
is  to  fix  the  liability  of  each  carrier;  and  the  claims  of  shippers  are 
settled  on  the  basis  of  those  notations,  those  following  notations  on 
the  cargo  papers. 

Senator  Morgan.  They  are  settled  by  the  company 

Mr.  Drake.  By  the  company  that  is  responsible. 

Senator  Morgan.  By  the  company  that  is  responsible,  and  not  by 
the  railroad  company  ? 

Mr.  Drake.  If  the  railroad  company  is  responsible  it  pays. 

Senator  Morgan.  Of  course  if  the  loss  occurs  on  the  railroad,  then 
it  pays  the  damages. 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  If  not,  it  is  not  responsible  for  any  of  these 
losses  or  damages 

Mr.  Drake.  Not  at  all,  sir. 

Senator  Morgan  (continuing).  That  maT  occur  on  the  shipment 
from  the  home  port  out  across  to  the  port  oi  destination  ? 

Mr.  Drake.  r?ot  at  all,  sir.  Each  carrier  is  distinctly  made  re- 
sponsible for  the  loss  that  occurs  on  its  own  link. 

Senator  Morgan.  Yes.  Now,  no  ship  is  admitted  to  give  these 
through  bills  of  lading  except  those  that  belong  to  this  combination? 

Mr.  Drake.  There  is  not  any  combination,  sir. 

Senator  Morgan.  Well,  I  call  it  a  combination.  If  you  will  find 
a  better  word,  I  will  try  to  adopt  it. 

Mr.  Drake.  I  do  not  know  of  anv  combination.  We  treat  each 
line  separately.  We  have  always  refused  to  recognize  any  combina- 
tion.    We  deal  with  each  line  separately,  and  it  is  a  uniform 
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Senator  Morgan.  I  understand  that  your  contracts  are  with  each 
line  separately;  but  taking  the  aggregate  together,  the  rates  are  the 
same  across  tfie  Isthmus  for  all  of  them  ? 

Mr.  Drake.  Yes,  sir;  from  each  port. 

Senator  Morgan.  Now,  no  ship  is  permitted  to  come  there  and  de- 
mand that  rate  across  the  Isthmus  of  25  per  cent  upon  its  fares,  its 
cargo,  except  those  that  are  in  this  arrangement? 

Mr.  Drake.  May  I  correct  that,  sir?  Except  a  line  which  has  been 
admitted  to  through  billing  privileges. 

Senator  Morgan.  I  am  not  very  particular  about  words;  I  am  try- 
ing to  get  at  ideas. 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Thev  are  not  admitted  to  pass  the  Isthmus  at  the 
rate  of  25  per  cent  of  their  through  rate  miless  they  belong  to  this 
coterie,  and  have  the  privilege  of  giving  through  bills  of  lading? 

Mr.  Drake.  I  must  take  exception  to  that  statement.  Senator.  Any 
line  can  l)e  admitted;  every  line  would  be  admitted.  The  door  is 
open.  We  will  gladly  welcome  any  line  that  will  come  and  operate 
with  us  regularly. 

Senator  Morgan.  I  understand  that. 

Mr.  Drake.  In  the  case  of  any  line  that  comes  for  one  trip  and 
delivers  its  cargo  to  us,  we  take  it  and  carry  it  across  on  the  railroad  at 
our  local  rate,  the  same  as  we  would  carry  a  passenger. 

Senator  Morgan.  Now,  there  is  the  dinerence:  You  will  charge  it 
the  local  rate,  instead  of  the  25  per  cent  rate  lipon  the  charges? 

Mr.  Drake.  Yes,  sir;  that  is  the  thesis  of  the  business  of  a  common 
carrier. 

Senator  Morgan.  What  is  about  the  average  difference  between 
your  local  rates  and  this  25  per  cent  rate? 

Mr.  Drake.  There  is  quite  a  material  difference. 

Senator  Morgan.  Quite  a  material  difference? 

Mr.  Drake.  Yes,  sir ;  that  is  all  I  can  say. 

Senator  Morgan.  So  that  a  ship  that  has  no  right  to  give  a  bill  of 
lading  through  the  Isthmus,  vmoer  this  agreement,  could  not  claim 
the  25  per  cent  as  the  charge  of  the  company? 

Mr.  Drake.  No,  sir;  it  must  pay  the  local  rate. 

Senator  Morgan.  Now,  I  thmt  we  have  the  situation  upon  that 
point.  That  is  what  I  was  trying  to  find  out — whether  there  was  any 
discrimination  made,  and  I  find  that  there  is. 

Mr.  Drake.  It  is  a  distinction,  not  a  discrimination. 

Senator  Morgan.  You  charge  a  local  rate  to  the  company  that  is 
not  in  the  contract,  and  you  charge  the  25  per  cent  rate  to  the  com- 
pany that  is :  and  the  local  rate  is  much  higher  than  the  25  per  cent 
rate.     That  is  the  situation  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  That  is  what  I  was  trying  to  get  at.  My  re^l 
point  about  it,  Mr.  Drake,  is  this:  That  on  my  part,  I  object  "to  the 
United  Stiites  being  involved,  through  the  transactions  of  this  rail- 
road company  in  any  such  net  of  bargaining  and  contingencies  in 
carrying  on  such  traffic. 

Mr.  Drake.  Senator,  may  I  say  that  there  is  nothing  exceptional 
in  the  situation  ?  It  is  done  by  every  line.  In  the  case  of  one  ves- 
sel coming  to  us  with  one  cargo,  being  a  perfect  stranger,  we  would 
have  to  be  paid  our  rate  for  transportation.     It  might  never  come 
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again,  and  we  could  not  follow  that  cargo  on  to  its  destination.  We 
do  not  know  what  that  first  carrier  has  done,  what  contracts  he  has 
made  at  the  initial  point.  We  do  know  what  contracts  have'  been 
made  by  our  cocarriers,  and  we  are  parties  to  them. 

Senator  Simmons.  When  this  tramp  ship  comes,  and  you  accept 
its  business,  you  require  the  vessel  to  pay  the  local  freight  rate? 

Mr.  Drake.  Yes,  sir ;  or  to  guarantee  us  in  some  way ;  that  would 
be  enough. 

Senator  Simmons.  But  if  they  guarantee  it,  you  do  not  know  that 
you  will  ever  see  them  again. 

Mr.  Drake.  We  would  require  prepayment;  we  do  of  all  local 
business  across  the  Isthmus.  We  collect  the  same  as  any  other  rail- 
road does  for  the  business  transported  across  the  railroad  locally; 
we  collect  at  the  time. 

Senator  Dryden.  Do  you  refuse  to  enter  into  any  contract  with 
any  vessel  or  steamship  company  which  has  expressed  a  desire  to 
make  a  contract  with  you? 

Mr.  Drake.  Absolutely  not,  sir.  On  the  contrary,  we  are  now 
encouraging  a  line  that  is  proposed  to  be  established  by  the  Peruvian 
Government.  They  want  oetter  service  than  is  afforded  by  the  lines 
they  have  now.  It  has  been  a  matter  of  correspondence  between  the 
State  Departments  of  the  two  countries  that  are  organizing  the  line 
and  the  railroad  company.  I  believe  thev  are  going  to  inaugurate  a 
line,  and  we  are  urging  them  to  do  it.  ft  is  the  same  way  with  the 
Kosmos  Line,  a  very  important  line  that  goes  bv  us  on  the  Pacific 
side.  We  have  urged  them  time  and  again  to  make  a  traffic  arrange- 
ment with  us  so  as  to  compete  with  the  lines  that  are  already  there. 
They  have  been  unwilling  to  do  so  yet,  because  their  movements  are 
irregular  and  they  are  independent;  they  are  free  lances.  It  is  a 
very  strong  line,  and  w^e  would  be  very  glad  to  have  them  there. 

Senator  Morgan.  What  is  meant  by  "  free  lances?  " 

Mr.  Drake.  They  go  up  and  down  the  coast;  they  do  not  sail  at 
regiflar  scheduled  times.  They  run  down  to  one  port,  and  they  go 
back  to  another  port;  they  will  go  in  one  port  and  take  fifteen  or 
twenty  days  to  get  a  cargo.  They  are  perfectly  independent  of  all 
other  lines. 

Senator  Morgan.  They  are  a  regular  line  of  steamers? 

Mr.  Drake.  They  are  a  regular  line  of  steamers;  yes,  sir.  They 
run  to  the  home  port,  Hamburg;  they  have  forty  or  fifty  steamers 
running  from  all  ports. 

Senator  Morgan.  Their  steamers,  then,  though  they  belong  to  an 
established  line,  to  what  you  call  a  regular  line,  have  no  established 
sailing  dates,  etc.,  froln  one  port  to  another? 

Mr.  Drake.  No  regular  itmerary ;  no,  sir. 

Senator  Morgan.  No  regular  itinerary? 

Mr.  Drake.  They  move  according  to  the  requirements  of  their 
business. 

Senator  Morgan.  That  is  why  you  call  them  "  free  lances?  " 

Mr.  Drake.  I  meant  by  my  term  that  they  operate  as  suits  them- 
selvas. 

Senator  Morgan.  Yes.     And  they  decline  to  go  in  with  you? 

Mr.  Drake.  They  decline  to  come  in  for  some  reason.  I  can  not 
imagine  why.     We  have  tried  to  make  them. 
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Senator  Morgan.  I  suppose  it  is  because  it  was  to  their  advantage 
not  to  do  it. 

Sehator  Hopkins.  They  pay  the  local  freight,  then,  do  they,  when 
they  use  the  road  ? 

Mr.  Drake.  They  do  not  use  the  road. 

Senator  Hopkins.  They  do  not  use  the  road  at  all  ? 

Mr.  Drake.  No  ;  they  go  by. 

Senator  Morgan.  No;  we  lose  all  that  traffic.  Have  you,  in  the 
organization  of  the  railway  company,  an  executive  committee? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Who  comprises  that  committee  to-day? 

Mr.  Drake.  The  president,  the  vice-president.  Governor  Magoon, 
Mr.  Pepperman,  and  Mr.  Cromwell. 

Senator  Morgan.  The  president,  the  vice-president.  Governor 
Magoon — the  governor  of  tiie  Zone? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  He  is  one  of  the  directors,  and  Mr.  Cromwell  t 

Mr.  Drake.  And  Mr.  Pepperman. 

Senator  Morgan.  Mr.  Pepperman  and  Mr.  Cromwell? 

Mr.  Drake.  Mr.  Pepperman  and  Mr.  Cromwell ;  yes,  sir. 

Senator  Taliaferro.  Who  is  the  vice-president,  Mr.  Drake?, 

Mr.  Drake.  Mr.  Stevens,  sir — the  chief  engineer  of  the  Canal  Com- 
mission. 

Senator  Taliaferro.  You  are  not  a  member  of  the  executive  com- 
mittee? 

Mr.  Drake.  Not  now,  sir. 

Senator  Morgan.  Does  this  executive  committee  meet  and  give 
orders  with  regard  to  freights  and  traffic? 

Mr.  Drake.  It  meets  and  regulates  the  business  of  the  road  and 
gives  me  instructions  or  anybody  else.  Its  powers  are  defined  by  the 
by-laws,  and  in  the  absence  of  tlie  board  it  is  the  board. 

Senator  Morgan.  It  is  the  board  in  the  absence  of  the  board  ? 

Mr.  Drake.  Yes,  sir.  The  board  has  quarterly  meetings.  The 
committee  meets  at  any  time  on  the  call  of  the  chairman. 

Senator  Morgan.  Very  good.  That  conmiittee  consists  of  five 
members  ? 

Mr.  Drake.  Yes,  sir.    Three  make  a  quorum. 

Senator  Taliaferro.  Senator,  may  I  ask  a  question  there  ? 

Senator  Morgan.  Yes. 

Senator  Taliaferro.  It  will  not  break  into  your  questions  at  all  ? 

Senator  Morgan.  No  ;  go  ahead. 

Senator  Taliaferro.  Are  you  the  secretary  of  the  road  ? 

Mr.  Drake.  I  am  secretary,  treasurer,  and  assistant  to  the  presi- 
dent, sir. 

Senator  Taliaferro.  Are  you  in  the  habit  of  keeping  the  minutes 
of  the  board  of  directors  of  the  railroad  companv,  and  of  approving 
in  your  minutes  the  acts  of  the  executive  committee  without  setting 
up  those  acts  in  the  minutes? 

Mr.  Drake.  No,  sir ;  I  do  not  approve  them.  In  the  first  place,  the 
first  assistant  secretary  is  a  stenographer,  and  takes  notes  of  pro- 
ceedings of  both  the  board  and  the  executive  committee.  There  is  a 
board  of  directors  and  an  executive  committee.  Thev  have  different 
meetings.    He  takes  the  notes  of  the  meetings,  anti  writes  up  his 
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notes  afterwards.  Those  notes  are  submitted  to  the  board  or  to  the 
committee,  as  the  case  may  be,  thereafter. 

Senator  Tauafekro.  I  would  like  to  have  you  answer  the  question 
clearly  and  positively. 

Mr.  Drake.  I  shall  try  to  do  so,  sir.  I  am  trying  to.  I  want  to 
impress  you  with  the  idea  that  I  am  trjring  to  do  that. 

Senator  Moroan.  I  do  not  mean  to  imply  that  you  are  not,  but  I 
want  to  get  it  clear.  I  want  to  know  if,  as  secretary  of  the  company, 
and  secretary  of  the  board  of  directors,  you  are  in  the  habit  of  incor- 
porating in  your  minutes  tiie  approval  of  the  acts  of  the  executive 
committee  without  setting  up  those  acts  in  the  minutes? 

Mr.  Drake.  We  have  a  perfect  record  in  the  executive  committee 
book  of  the  action  of  the  executive  committee.  All  of  the  action  of 
the  executive  committee  is  read  to  the  board,  under  the  by-laws. 
There  is  a  clause  which  requires  that  at  every  regular  meeting  of  the 
board  there  shall  be  an  explicit  statement  made  to  the  board  of  all 
action  had  by  the  executive  committee ;  and  that  statement  is  invari- 
ably presented  to  the  board  and  is  ratified  by  the  board,  and  the  fact 
is  recorded,  simply.  The  record  of  the  executive  committee  is  in  a 
separate  book,  another  book. 

Senator  Taliaferro.  In  other  words,  you  are  in  the  habit  of  ap- 
proving the  acts  of  the  executive  committee  without  setting  up  those 
acts  in  your  minutes,  the  minutes  of  your  meetings? 

Mr.  Drake.  In  the  minutes  of  the  board  ? 

Senator  Taliaferro.  Of  the  board. 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  He  says  it  is  a  separate  book. 

Mr.  Drake.  They  are  kept  in  a  separate  book  entirely. 

Senator  Taliaferro.  I  understend. 

Senator  Morgan.  Have  you  the  book  here  ? 

Mr.  Drake.  No,  sir.  There  are  twelve  or  fifteen  of  those  books. 
The  executive  committee  approves  of  its  own  acts  and  reports  its 
action  to  the  board.  Thereafter,  at  the  next  subsequent  meeting  of 
that  board,  the  acts  of  the  executive  committee  are  reported  and  are 
approved  or  disapproved,  as  the  case  may  be. 

Senator  Taliaferro.  Can  you  explain  to  the  committee,  Mr.  Drake, 
this  extract  from  one  of  your  meetings : 

"  Extracts  from  minutes  of  the  several  meetings  of  the  executive 
and  finance  committee,  held  October  23,  27,  and  30,  and  November  2, 
G,  and  10,  were  read  as  an  explicit  statement  of  all  action  had  since 
the  last  meeting  of  the  board.  Upon  motion,  duly  seconded,  said 
action  was  approved  and  made  the  action  of  the  board.-' 

Mr.  Drake.  You  will  find  that 

Senator  Taliaferro.  Can  you  explain  what  that  means? 

Mr.  Drake.  Yes,  sir.  You  will  find  just  such  a  notation  run- 
ning through  that  book  from  beginning  to  end.  It  seems  that  at 
every  meeting  of  the  board  a  report  was  made  by  the  executive  com- 
mittee of  what  had  been  done  by  the  executive  committee. 

Senator  Taliaferro.  Without  stating  in  the 

Mr.  Drake.  Without  stating  them  in  these  minutes,  the  minutes 
of  the  committee  were  submitted. 

Senator  Taliaferro.  Did  you  bring  those  minutes  over  with  you  ? 

Mr.  Drake.  No,  sir. 
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Senator  Taliaferro.  T\Tiat  earthly  use  did  you  suppose  these 
minutes  would  be  to  this  committee  when  they  are  prepared  after 
such  a  fashion  as  that? 

Mr.  Drake.  My  dear  Mr.  Senator,  I  supposed  that  I  had  brought 
the  book  that  was  called  for  by  the  letter  that  I  received  from  the 
chairman  of  the  committee.  The  letter  calls  upon  me  to  bring  the 
book  containing  the  minutes  of  the  meeting  of  the  board  of  director? 
of  the  8th  of  ^November. 

Senator  Taliaferro.  AVhat  do  you  suppose  the  committee  can  tell 
about  these  meetings  if  the  action  approved  is  not  set  up  in  the  book  ? 

Mr.  Drake.  Senator,  I  had  no  intimation — the  action  at  the  meet- 
ing of  November  8  is  set  up  in  that  book.  It  is  the  action  of  the 
board  of  directors.  The  minutes  of  the  executive  conmiittee — I  can 
bring  any  minutes  that  you  wish. 

Senator  Taliaferro.  Mr.  Drake,  that  action  of  this  board  of  di- 
rectors made  the  acts  of  that  executive  committee  the  acts  of  this 
board? 

Mr.  Drake.  Yes,  sir. 

Senator  Taliaferro.  And  yet  you  do  not  set  those  acts  forth  in 
the  minutes  of  the  meeting. 

Mr.  Drake.  The  acts  of  the  executive  committee — I  will  have  to 
repeat  in  order  to  say  what  I  must  say  to  that,  sir — the  acts  of  the 
executive  committee  are  recorded  in  just  such  a  minute  book  as  that, 
as  the  minutes  of  the  executive  committee.  At  the  meeting  of  the 
board  that  book  is  laid  before  the  board,  and  it  is  read  from  beginning 
to  end,  and  the  action  recorded  in  that  book,  signed  and  approved 
exactly  as  those  minutes  are  there,  is  made  the  action  of  the  board, 
and  is  a  part  of  the  records  of  the  company,  and  it  can  be  produced. 
I  will  produce  any  one  that  is  called  for  or  any  number  of  them. 

Senator  Taliaferro.  The  committee  can  not  tell  anything  at  all 
about  these  meetings  of  the  board  of  directors,  Mr.  Drake — that  is 
the  only  reason  I  am  asking  you  these  questions — ^unless  they  have 
the  complete  record  of  what  occurred  at  those  meetings. 

Mr.  Drake.  I  trust  you  will  understand,  sir,  perfectly  that  there 
was  not  the  slightest  intention  on  my  part  to  evade. 

Senator  Taliaferro.  I  do  understand  that. 

Mr.  Drake.  And  please  understand  another  thing.  Senator,  that 
I  will  use  every  effort  to  lay  before  you  any  book  or  any  number  of 
books  that  you  call  for.     They  are  all  regularly  kept. 

Senator  Taliaferro.  They  should  afi  be  here  if  we  are  to  go 
through  these  proceedings  of  the  board  of  directors  at  all. 

Mr.  Drake.  I  will  telegraph  for  them. 

Senator  Taliaferro.  I  do  not  know  that  they  will  all  be  necessary. 

Senator  Morgan.  Some  of  them  certainly  will. 

Mr.  Drake.  Mr.  Chairman,  I  trust  that  you  will,  on  my  behalf, 
make  plain  that  the  letter  called  for  this  particular  book. 

The  Chairman.  I  think  the  letter  that  was  sent  to  Mr.  Drake  was, 
if  I  recall  it,  to  the  effect  that  the  committee  desired  the  minutes  or 
the  record  as  made  up.  I  can  understand,  of  course,  now,  that  vou 
having  kept  your  minutes  in  the  other  w^ay,  it  could  be  misuntler- 
stood. 

Mr.  Drake.  Here  is  the  letter  I  received  from  the  committee : 

"  It  is  desired  that  you  bring  with  you  such  records  as  will  explain 
to  the  committee  the  financial  affairs  of  the  company  in  all  respects. 
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Also  the  original  minute  book  of  the  board  of  directors  of  the  Pan- 
ama Kailroad  covering  the  meeting  of  November  8,  that  you  may  lay 
the  records  before  the  committee.'" 

The  Chairman.  The  intention  \vas  to  have  it  as  full  as  you  could 
furnish  it.  It  did  not  occur  to  the  chairman  at  tliat  time  as  to  the 
manner  in  which  the  record  was  kept. 

Senator  Morgan.  I  do  not  think  anyone  is  imputing  to  you,  Mr. 
Drake,  any  sort  of  neglect  or  delinquency,  but  it  is  merely  a  mistake 
as  to  the  books  that  we  really  needed. 

Mr.  Drake.  Thank  you,  Senator. 

Senator  Taliaferro.  I  want  you  to  understand,  Mr.  Drake,  that  T 
had  no  purpose  at  all  in  putting  my  questions  except  to  show  that  we 
can  not  get  the  information  from  these  records  as  you  have  pre- 
sented them  and  as  those  records  have  been  kept. 

Senator  Morgan.  I  will  ask  that  I  be  permitted  to  read  a  couple  of 
sections  from  the  charter  of  this  railroad  company,  which  I  under- 
stand is  the  law  under  which  you  are  still  acting. 

The  Chairman.  Senator,  as  the  witness  has  stated  that  it  is  very 
important  that  he  return  to  New  York  this  evening,  I  believe,  on 
account  of  some  business  to-morrow,  would  it  not  be  better  if  mem- 
bers of  the  committee  would  allow  him  to  proceed  until  he  is  through, 
and  then  take  up  the  other  matters? 

Mr.  Drake.  I  can  be  at  the  service  of  the  committee  to-morrow. 

The  Chairman.  You  can  ? 

Mr.  Drake.  Yes,  sir. 

The  Chairman.  Proceed,  then,  Senator. 

Senator  Simmons.  You  are  going  to  New  York  this  evening? 

Mr.  Drake.  No,  sir. 

Senator  Simmons.  Can  you  have  those  other  books  here  to-morrow  ? 

Mr.  Drake.  I  will  telegraph  for  them  immediately  when  I  leave 
the  committee.  I  would  like  some  indication  of  how  many  of  the 
books  are  required,  because  they  run  back  to  1850. 

Senator  Taliaferro.  That  is  a  question  for  the  committee. 

Mr.  Drake.  I  ask  to  have  the  committee  to  give  me  information  on 
the  subject.    I  have  promised  to  get  whatever  books  are  desired. 

Senator  Taliaferro.  I  do  not  know  whether  these  records  will 
show  that  meeting  of  November  8  or  not. 

Mr.  Drake.  Ix  you  will  turn  to  the  meeting  of  November  8  you 
will  find  that  there  was  no  meeting  of  the  executive  committee  at 
that  time.  All  the  business  was  done  by  the  board.  The  minutes 
of  the  executive  committee  since  the  Government  took  charge  of  the 
property  have  been  very  meager.  Most  of  the  business  has  been 
done  by  the  board.  That  is  the  record  of  the  action  taken  at  the 
meeting  of  November  8. 

The  Chairman.  The  meeting  of  the  executive  committee,  then, 
would  not  show  this? 

Mr.  Drake.  Not  at  all. 

Senator  Kittredge.  How  voluminous  are  the  minutes  of  the  ex- 
ecutive committee? 

Senator  Simmons.  Since  the  Government  took  charge? 

Mr.  Drake.  Not  very  voluminous.  I  would  like  to  know  whether 
I  shall  send  for  the  books  from  May,  1904,  or  from  1902,  or  1903. 

Senator  Kittredge.  I  would  like  the  books  from  the  1st  of  Janu^ 
ary,  1902. 
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Mr.  Drake.  All  right,  sir. 

Senator  Morgan.  1  would  like  them  from  1900. 

Mr.  Drake,  All  right. 

Senator  Taliaferro.  You  had  better  bring  the  complete  set. 

Senator  Hopkins.  How  many  books  would  there  be  down  to  1902 
or  1900? 

Mr.  Drake.  From  the  organization- of  the  company? 

Senator  Hopkins.  No  ;  from  now  back. 

Mr.  Drake.  Four  or  five. 

The  Chairman.  There  is  no  object  in  going  back  beyond  1900. 

Senator  Taliaferro.  I  do  not  know  whether  there  is  or  not  You 
had  better  send  all  the  minute  books. 

Senator  Dryden.  Back  to  1850? 

Senator  Taliaferro.  I  do  not  see  why  we  should  not  have  them. 

Senator  Hopkins.  It  is  simply  as  a  matter  of  convenience.  The 
probability  is  that  there  are  20  or  30  books. 

Mr.  Drake.  There  are  15  books  of  that  size  [indicating].  It  will 
be  a  matter  of  freight.     Still,  I  can  do  it. 

Senator 'Morgan.  Now,  Mr.  Drake,  I  want  to  ask  you 

Senator  Hopkins.  Let  us  settle  this  first,  Senator. 

The  Chairman.  We  can  settle  this  in  a  moment,  Senator. 

Senator  Morgan.  Well,  I  give  it  up.  I  will  not  have  anything 
more  to  do  with  it.  I  have  been  trying  to  conduct  an  examination 
that  would  modify  the  whole  situation,  and  gentlemen  interrupt  me. 
Of  course  I  am  entirely  willing  to  be  interrupted,  but  it  simply  dis- 
penses with  my  services;  that  is  all. 

•  Senator  Hopkins.  The  suggestion  was  made  about  getting  the 
books,  and  while  we  are  on  it  we  had  better  have  the  committee 
determine  whether  all  the  books  shall  come  or  a  part  of  them,  and  if 
so,  what  part. 

Senator  Morgan.  I  was  trying  to  get  before  this  committee  the 
statutes  on  which  this  matter  is  being  conducted.  Then  we  will 
have  a  guide  to  go  by.  I  read  sections  8  and  4  of  the  act  of  the  New 
York  general  assembly  chartering  this  company,  under  which  I 
understand,  Mr.  Drake,  that  you  are  acting? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan  (reading) : 

"  Sec.  3.  The  concerns  of  the  said  corporation  shall  be  managed 
by  thirteen  directors,  who  shall  be  stockholders,  and  who  (except  tlie 
first  directors  hereby  appointed)  shall  hold  their  offices  for  one  year 
and  until  others  are  chosen  in  their  places.  The  persons  named  in 
the  first  section  of  this  act  shall  be  the  first  directors,  and  shall  hold 
their  offices  until  the  first  Monday  of  April,  in  the  year  one  thousand 
eight  hundred  and  fifty-one,  and  untu  others  are  chosen  in  their 
places.  The  directors,  except  for  the  first  two  years,  shall  be  annu- 
ally chosen  at  such  time  and  place  in  the  city  of  New  York,  and  on 
such  notice  as  shall  be  directed  by  the  by-laws  of  the  said  corpora- 
tion. In  all  meetings  of  the  stockholders  each  share  shall  entitle 
the  holder  to  one  vote,  to  be  given  in  person  or  by  proxy.  In  case 
it  should  at  any  time  happen  that  an  election  of  directors  shall  not 
be  made  on  the  day  appointed  by  the  by-laws  of  the  said  corporation, 
the  said  corporation  shall  not  for  that  cause  be  deemed  to  be  dis- 
solved, but  such  election  shall  be  held  on  any  other  day  which  shall 
be  appointed  by  the  directors  of  said  association. 
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"  Sec.  4.  The  directors  (of  whom  five  shall  constitute  a  quorum  for 
the  transaction  of  business)  shall  appoint  one  of  their  number  to  be 
president,  and  may  appoint  such  other  officers  and  agents  as  they  shall 
deem  necessary,  and  they  mav  make  and  establish  such  by-laws,  rules, 
and  regulations  as  they  shall  think  proper  and  expedient,  touching 
the  disposition  and  management  of  the  property,  estate,  and  effects  oi 
the  said  corporation,  the  transfer  of  shares,  the  duties  and  conduct  of 
cheir  officers  and  servants,  the  election  and  meeting  of  the  directors, 
and  all  matters  whatsoever  which  may  appertain  to  the  concerns  of 
said  corporation.  When  any  vacancy  shall  happen  among  the  direct- 
ors it  may  be  filled  by  the  remaining  directors,  and  the  directors 
may  remove  all  officers  appointed  by  them  and  appoint  others  in  their 
place  and  fill  all  vacancies  in  the  offices." 

That  relates  entirely  to  the  organization  and  powers  of  the  board 
of  directors. 

Now,  Mr.  Drake,  can  you  point  out  in  this  statute — and  I  think  it 
is  all  here — the  authority  under  which  this  executive  committee  is 
appointed  i 

Mr.  Drake.  Yes,  sir;  it  says  that  the  board  may  make  such  by-laws 
as  it  may  deem  proper  and  necessary  for  the  transaction  of  the  busi- 
ness of  the  company. 

Senator  Morgan.  Is  there  a  by-law  establishing  this  executive 
committee? 

Mr.  Drake.  There  is. 

Senator  Morgan.  Have  you  a  copy  of  that? 

Mr.  Drake.  The  by-laws  have  been  recently  amended  and  are  being 
printed  now.     I  have  not  a  copy.     T  can  get  it. 

Senator  Morgan.  The  by-laws  have  been  recently  amended  and 
you  have  no  copy  w^ith  you  ? 

Mr.  Drake.  No;  the  record  of  the  board  would  show  how  they 
were  amended  in  some  minor  point.  But  the  by-laws  do  provide,  by 
one  of  their  articles,  that  there  shall  be  an  executive  committee.  I 
have  not  a  copy  here,  answering  your  question  specifically.  But  the 
by-laws  provide  that  there  shall  be  an  executive  committee  who  shall 
exercise  all  the  powers  of  the  board  in  the  absence  of  the  board. 
P^irther,  the  statute  is  amended  somewhat  by  the  by-laws  in  another 
respect. 

Senator  Morgan.  That  statement  is  in  your  former  deposition  be- 
fore this  committee,  just  as  you  state  it  now,  but  I  have  looked  in 
vain  to  find  out  anything  in  the  charter  that  authorized  the  establish- 
ment of  an  executive  committee,  and  you  now  explain  it  by  saying  the 
by-laws  provide  for  that  ? 

Mr.  Drake.  Yes,  sir.  The  statute  provides  that  the  directors  may 
make  such  by-laws. 

Senator  Morgan.  Yes,  sir. 

Mr.  Drake.  And  under  that  there  is  an  executive  committee. 

Senator  Morgan.  The  statute  provides  that.  I  was  trying  to 
find  it. 

Mr.  Drake.  I  want  to  say  that  I  told  my  assistant  to  put  in  some 
copies  of  the  new  by-lays,  and  he  overlooked  it. 

Senator  Morgan.  I  want  to  get  your  recollection,  which  will  do 
until  we  can  get  the  papers  before  us,  so  as  to  continue  your  examina- 
tion intelligently.  I  want  to  get  your  recollection  as  to  the  date  when 
the  first  executive  committee  was  established  by  this  company. 
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Mr.  Drake.  Long  before  my  time.     I  do  not  know. 

Senator  Morgan.  Long  before  your  time  ? 

Mr.  Drake.  Yas,  sir.  I  have  only  been  with  the  company  since 
1888. 

Senator  Morgan.  When  you  came  in  you  found  the  executive  com- 
mittee ? 

Mr.  Drake.  Yes,  sir ;  there  has  always  been  one. 

Senator  Morgan.  And  that  consisted  of  five  directors  ? 

Mr.  Drake.  Yes,  sir.  I  do  not  know  exactlv  the  number  before  my 
time.  I  have  studied  the  records  prettv  steaclily,  but  I  do  not  know 
the  number  of  the  executive  committer  t)efore 

The  Chairman.  It  is  five  now  ? 

Mr.  Drake.  Yes;  it  is  five  now,  and  I  believe  it  has  always  been 
five. 

Senator  Morgan.  It  has  been  five  ever  since  you  have  been  in  office? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Has  that  executive  committee  been  regularly 
kept  up  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  I  will  get  you  to  describe,  according  to  your  rec- 
ollection, what  are  tjie  powers  of  that  executive  committee. 

Mr.  Drake.  They  are  just  as  comprehensive  as  the  powers  of  the 
board,  in  the  absence  of  the  board. 

Senator  Morgan.  Fully  as  comprehensive? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  The  executive  committee,  in  the  absence  of  the 
board,  can  do  anything? 

Mr.  Drake.  It  can  do  anything  in  the  management  of  the  acfairs 
of  the  company.     It  is  all  powerful. 

Senator  Morgan.  Are  tne  proceedings  and  actions  of  the  execu- 
tive committee  required  to  be  taken  down  on  journals  or  miimle 
books? 

Mr.  Drake.  Yes,  sir ;  they  are. 

Senator  Morgan.  Are  they  required  to  be  approved  by  the  board  t 

Mr.  Drake.  They  are,  sir.  The  by-laws  provide  tliat  they  shall 
be  approved. 

Senator  Morgan.  Does  it  say — this  by-law — that  the  action  of  the 
executive  committee  shall  be  approved  before  it  takes  effect  ? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  Has  it  been  the  practice  of  the  board  of  director.^ 
to  regard  what  the  executive  committee  has  done  prior  to  their  meet- 
ing in  which  an  approval  has  taken  place  as  being  obligatory  upon  the 
company  ? 

Mr.  Drake.  In  so  far  as  it  has  been  made  effective,  they  can  revoke 
it.  They  can  undo  it.  The  board  has  power  over  the  executive  coni- 
mittee. 

Senator  Morgan.  But  as  far  as  it  has  been  made  effective  by  exe- 
cution, that  stands? 

Mr.  Drake.  Yes;  until  revoked  or  disavowed. 

Senator  Morgan.  Suppose  this  executive  conmiittee  should  make 
some  very  important  arrangement  in  regard  to  any  matter  couui^  teJ 
with  the  conduct  of  the  railroad,  would  that  action  stand,  if  it  had 
been  executed,  notwithstanding  that  they  might  afterward:^  revoke  it 
or  attempt  to  revoke  it? 


INVESTIGATION    OF   PANAMA   CANAL   MATTEKS.  2823 

Mr.  Drake.  I  think  it  would  stand  tis  the  action  of  the  board  for 
the  time. 

Senator  Morgan.  To  put  a  case — not  an  instance  that  has  occurred, 
but  in  order  to  illustrate  the  situation — I  wish  to  ask  you  this 

Mr.  Drake.  I  am  expressing  an  opinion,  Senator. 

Senator  Morgan.  Yes.  Suppose  the  executive  committee  should 
find  it  convenient  and  necessary  and  proper,  in  their  estimation,  to  buy 
a  steamship. 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  they  bought  it  and  paid  for  it.  They  would 
have  the  right  to  do  that? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Suppose  they  had  bought  it  and  paid  for  it,  and 
that  afterwards,  at  a  meeting  of  the  board,  they  di>approved  che  act. 
Would  that  revoke  it  ? 

Mr.  Drake.  No,  sir;  there  would  be  another  party  to  the  trans- 
action. 

Senator  Morgan.  So  that  the  action  of  the  executive  committee, 
when  taken,  is  final  if  it  is  within  the  purview  of  the  powers  con- 
ferred upon  the  board? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  in  that  connection,  the  executive  committee 
can  do  anything  that  the  board  could  do  if  they  were  there? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Now  we  have  an  idea  of  what  the  powers  of  the 
executive  committee  are. 

You  have  mentioned  the  names  of  the  directors  who  now  comprise 
the  executive  committee? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  At  what  date  were  they  chosen  or  appointed? 

Mr.  Drake.  At  the  last  annual  meeting,  m  April. 

Senator  Morgan.  The  first  Monday  in  April? 

Mr.  Drake.  The  first  Monday  in  April ;  yes,  sir — ^the  2d  of  April. 

Senator  Morgan.  Who  preceded  them  in  mat  office? 

Mr.  Drake.  The  only  cnan^e  that  was  made  in  the  committee  was 
the  retirement  of  Colonel  Edwards,  on  account  of  illness,  and  his 
replacement  by  Mr.  Pepperman. 

Senator  Morgan.  Mr.  Pepperman  was  put  on  the  executive  com- 
mittee in  place  of  Colonel  Edwards? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Is  Colonel  Edwards  the  same  gentleman  who  is 
the  Chief  of  the  Division  of  Insular  Affairs? 

Mr.  Drake.  Yes,  sir.    He  has  gone  to  New  Mexico,  I  believe. 

Senator  Morgan.  He  is  a  director  now,  is  he  not? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  But  when  Mr.  Pepperman  came  into  the  board 
he  was  put  upon  this  executive  conunittee? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Do  you  remember  when  the  previous  executive 
conMnittee,  the  one  next  prior  in  date  to  the  executive  committee  that 
is  now  in  office,  was  appomted  ? 

Mr.  Drake.  At  the  previous  annual  meeting. 

Senator  Morgan.  They  were  appointed  at  annual  meetings? 
P  c— VOL  3—06 56 
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Mr.  Drake.  Thev  may  be  appointed  quarterly,  by  the  board.  They 
are  appointed  by  the  board — ^at  the  annual  meetings;  yes,  sir. 

Senator  Morgan.  At  the  annual  meetings? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  I  suppose  in  every  instance  they  have  held 
their  temi  of  office  until  they  either  retired  from  the  board  or  a  new 
election  took  place  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Do  you  recollect,  now,  who  was  on  this  executive 
committee  at  the  date  at  which  the  United  States  took  over  the  prop- 
erty of  the  Panama  Railroad  Company  from  the  Panama  Canal  Com- 
pany? 

Mr.  Drake.  So  as  not  to  be  in  error,  I  will  refer  to  the  copy  of  the 
annual  report  that  I  have  here,  where  it  is  stated  on  the  first  page: 
f7.  Edward  Simmons,  William  Nelson  Cromwell,  J.  H.  Parker,  ^^r- 
non  H.  Brown,  AVilliam  Barclay  Parsons,  and  Edward  A.  Drake. 

Senator  Morgan.  A\Tiat  was  the  exact  date  of  the  taking  over  of 
the  property  in  Paris  ? 

Mr.  Drake.  May  7, 1904. 

Senator  Morgan.  Was  it  May  7  or  Ma}'  4? 

Mr.  Drake.  May  7,  1904. 

Senator  Morgan.  Were  those  gentlemen  in  office  in  the  executive 
committee  at  that  time  ? 

Mr.  Drake.  They  were,  sir. 

Senator  Morgan.  How  long  did  they  continue  to  hold  ? 

Mr.  Drake.  I  think  that  executive  committee  continued  through 
the  year. 

Senator  Morgan.  Until  the  next  April  ? 

Mr.  E)rake.  Yes,  sir. 

Senator  Morgan.  So  that  this  executive  committee  that  you  have 
just  named  were  in  office  at  the  time  that  we  took  over  the  property? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  until  the  next  April? 

Mr.  Drake.  Yes,  sir ;  that  is  my  recollection. 

Senator  Morgan.  Having  taken  over  the  property  May  7,  they 
had  been  in  there  since 

Mr.  Drakc.  Since  early  in  April — ^the  first  Monday  in  April. 

Senator  Morgan.  The  first  Monday  in  April? 

Mr.  Drake.  Of  the  preceding  April. 

Senator  Morgan.  Yes;  of  the  same  year? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Please  state  who  comprised  the  executive  com- 
mittee that  preceded  them. 

Mr.  Drake.  J.  Edward  Simmons,  William  Nelson  Cromwell,  Ver- 
non H.  Brown,  Xavier  Boyard,  and  Edward  A.  Drake.  That  was  in 
the  year  1903.     The  previous  one  was  1904. 

Senator  Morgan.  Mr.  Xavier  Boyard  was  the  general  agent  of  the 
Panama  Canal  Company  in  the  United  States  at  that  time,  was  he 
not? 

Mr.  Drake.  He  was  the  conunercial  agent ;  yes.  sir. 

Senator  Morgan.  And  he  was  also  a  director  in  the  Panama  Canal 
Company? 

Mr.  Drake.  Not  in  the  canal  company,  I  believe.  I  do  not  know. 
He  was  a  director  in  the  railroad  company. 
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Senator  M(migan.  I  know  he  was  a  director  in  the  railroad  com- 
pany, and  I  have  the  impression  that  he  was  also  a  director  in  the 
canal  company.     I  will  ascertain  how  that  is. 

Mr.  Drake.  I  do  not  know,  sir. 

Senator  Morgan.  During  the  year  when  this  property  was  taken 
over  from  the  canal  company,  did  the  board  of  directors,  after  the 
first  Monday  in  April,  have  any  full  meeting? 

Mr.  Drake.  That  book  would  tell,  sir  [indicating  minute  book]. 
The  first  Monday  in  April  would  be  the  meeting  lor  election,  and 
there  would  be  immediately  a  meeting  of  the  board  for  organization. 
Yes,  sir. 

Senator  Morgan.  Well,  the  first  meeting  of  the  board  in  that  year 
was  the  first  Monday  in  April,  when  they  were  chosen? 

Mr.  Drake.  Yes,  sir;  and  there  was  a  meeting  to  organize  that 
same  day. 

Senator  Morgan.  Did  they  have  any  other  meeting  of  the  full 
board  during  that  year  ? 

Mr.  Drake.  They  must  have,  because  the  meetings  were  always  on 
the  second  and  fourth  Thursdays  of  the  month,  at  that  time. 

Senator  Morgan.  The  meetings  of  the  board  ? 

Mr.  Drake.  Yes,  sir;  they  were  always  on  the  second  and  fourth 
Thursdays  of  the  month.  The  minute  book  that  Senator  Taliaferro 
has  before  him  would  tell  that. 

Senator  Taliaferro.  What  is  the  question  ? 

Mr.  Drake.  The  Senator  has  asked  if  there  was  a  meeting  of  the 
board  of  directors  in  May,  1904. 

Senator  Taliaferro.  Do  you  wish  the  book  ? 

Mr.  Drake.  Yes,  sir.  [After  referring  to  the  book.]  Yes,  sir; 
there  was  a  meeting  on  April  14,  1904.  The  meeting  for  election  was 
held  on  Monday,  April  4. 

Senator  Morga,n.  The  meeting  of  the  full  board  was  on  April  19, 
was  it  ? 

Mr.  Drake.  April  14.     And  another  meeting  on  April  28. 

Senator  Morgan.  Now,  up  to  the  time  that  this  property  was  trans- 
ferred or  turned  over  to  the  United  States  by  the  Panama  Canal 
Company,  the  Panama  Railroad  Company  had  had  the  possession  of 
all  of  its  railroad,  all  of  its  belongings  and  property  of  every  descrip- 
tion, in  Panama  and  everywhere  else? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  It.  had  full  possession? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  On  the  7th  day  of  May,  1904,  this  possession  was 
turned  over  to  the  United  States,  was  it  not  ? 

Mr.  Drake.  I  so  understand,  sir.  I  do  not  know.  I  so  under- 
stand, by  the  press. 

Senator  Morgan.  That  was  the  date  that  the  contract  was  to  take 
effect? 

Mr.  Drake.  The  railroad  had  nothing  to  do  with  the  contract,  sir, 
so  vou  must  excuse  my  ignorance  on  that  score. 

Senator  Morgan,  t  am  proceeding  to  prove  that  very  fact^ — ^that 
the  railroad  had  nothing  to  do  with  it. 

Mr.  Drake.  I  know  nothing  about  it. 

Senator  Mor6an.  Very  good.  But  the  posseasion  of  the  property, 
up  to  May  7, 1904,  was  in  the  railroad  company  ? 
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Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  They  had  the  possession  of  all  of  it? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  After  that  the  possession  of  all  of  it  went  into 
the  United  States? 

Mr.  Drake.  I  do  not  know.  As  far  as  the  railroad  records  are 
concerned,  I  do  not  know  anything  about  it.  I  will  say  wliy.  We 
only  know  the  holders  of  the  stock,  the  stockholders.  Up  to  the  18th, 
in  fact  beyond  the  date  you  mentioned,  of  May  7,  the  stock  re- 
mained in  the*  name  of  the  parties  that  it  was  in  before.  On  April 
18  there  was  a  transfer  of  the  stock  made  to  the  name  of  the  Gov- 
ernment. At  that  time  the  certificates  that  were  presented  had  a 
transfer  on  the  back  of  them,  dated  M^y  7.  That  was  the  only 
way  that  we  knew  that  an  earlier  transaction  than  was  shown  of 
record  on  our  book-s  had  taken  place. 

Senator  Morgan.  That  is  precisely  what  I  was  trying  to  get  you 
to  state  and  to  establish  as  a  fact.  No  doubt  that  is  a  fact,  that  no 
action  was  taken  by  this  board  or  by  the  executive  committee  turning 
over  the  possession  of  that  property,  in  conformity  with  the  transfer 
^from  the  canal  company  to  the  United  States. 

Mr.  Drake.  It  could  not  be,  sir. 

Senator  Morgan.  Well,  it  was  not? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  ^Vhether  it  could  be  done  is  a  law  question  that 
I  do  not  think  either  of  us  is  competent  to  settle  at  this  moment. 

Mr.  Drake.  I  am  speaking  from  the  position  of  a  treasurer  of  a 
company  who  has  charge  of  the  transfers  of  the  stock. 

Senator  Morgan.  That  is  right.  I  want  merely  to  get  a  clear  state- 
ment of  the  actual  facts. 

Mr.  Drake.  I  will  give  it  to  you.  My  duties  are  defined  clearly  in 
regard  to  the  transfer  of  stock. 

Senator  Morgan.  All  that  occurred,  so  far  as  the  railroad  company 
is  concerned,  was  that  a  notification  that  the  stock  owned  bv  the  ran- 
ama  Canal  Conipany  had  been  transferred  to  the  United  States,  and 
a  presentation,  1  suppose 

Mr.  Drake.  I  do  not  know  that  the  railroad  got  any  such  notice  at 
all.     I  do  not  recall. 

Senator  Morgan.  You  spoke  a  moment  ago  of  some  transfers  of 
the  stock? 

Mr.  Drake.  When  the  stock  was  transferred  by  Messrs.  Day  & 
Kussell,  the  attorneys  of  the  United  States.  The  stock  was  presentwi 
for  transfer  on  April  18 

Senator  Morgan.  On  April  18  ? 

Mr.  Drake.  On  May  18.  (Continuing.)  That  was  the  first  in- 
timation that  we  had  officially  of  any  change  in  the  ownership  of 
the  stock  and  the  possession  of  the  property  as  vested  in  the  stock- 
holders of  record. 

Senator  Morgan.  That  is  the  only  transaction  connected  with  the 
whole  business  in  which  the  railroad  company  has  been  a  participant  ? 

Mr.  Drake.  Absolutely,  sir.  That  is,  in  the  transfer  of  the  stock. 
You  refer  now  to  the  transfer  of  the  stock? 

Senator  Morgan.  Yes. 

Mr.  Drake.  Yes,  sir. 
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Senator  Morgan.  You  held  to  the  possjession  of  your  propertj^,  just 
as  you  had  been  doing^  before? 

Mr.  Drake.  Yes,  sir;  that  is,  the  stockholders  did. 

Senator  Morgan.  Well,  I  mean  the  company. 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  As  a  corporation? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  you  kept  up  your  board  of  directors  and 
your  executive  committee? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Just  as  you  had  done  before  ? 

Mr.  Drake.  Yes,  sir;  and  as  we  are  still  doing. 

Senator  Morgan.  Yes;  and  you  elected  your  president  as  you  had 
done  before? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  At  what  meeting  was  any  member  of  the  Isth- 
mian Canal  Commission  elected  president  of  that  company? 

Mr.  Drake.  It  is  a  matter  of  record  in  that  book  [indicating! .  It 
was  July  24.  I  ask  to  be  allowed  to  correct  that  if  I  am  in  error  as 
to  the  date. 

Senator  Morgan.  1904? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Who  was  elected  president? 

Mr.  Drake.  There  were  three  members  elected  at  that  time — ^Ad- 
miral  Walker,  Professor  Burr,  and  Mr.  Grunsky. 

Senator  Morgan.  Who  was  president  at  that  time? 

Mr.  Drake.  Mr.  Simmons  had  been  president. 

Senator  Morgan.  What  became  of  him? 

Mr.  Drake.  He  retired. 

Senator  Morgan.  He  resigned? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  Admiral  Walker  was  elected  in  his  place  as 
president  ? 

Mr.  Drake.  Yes,  sir.  That  is  all  a  matter  of  record  and  the  times 
when  it  was  done. 

Senator  Morgan.  Is  that  the  same  office  that  Mr.  Shonts  holds  now  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Does  Mr.  Shonts  hold  any  other  office  under  the 
company  ? 

Mr.  Drake.  No,  sir.  He  is  president  and  a  member  of  the  execu- 
tive committ>e«. 

Senator  Morgan.  And  a  member  of  the  executive  committee? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  He  holds  no  other  office  under  the  railroad  com- 
pany? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  Did  the  railroad  company  have  a  provision  in  its 
by-laws  or  charters  or  proceedings  or  resolutions  for  the  appointment 
oif  a  general  superintendent  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  When  was  that  adopted  ? 

Mr.  Drake.  The  appointment  is  made  at  each  annual  meeting,  and 
it  is  made  under  the  authority  of  the  by-laws,  which  say  they  may 
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appoint  a  general  superintendent  and  such  other  officers  as  may  be 
required  from  time  to  time. 

Senator  Morgan.  The  by-laws  provide  for  that? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  AMio  was  the  first  general  superintendent— 
that  is,  since  you  have  been  there  ? 

Mr.  Drake.  Col.  A.  L.  Reeves. 

Senator  Morgan.  Who  succeeded  him  ? 

Mr.  Drake,  Col.  James  R.  Schaler. 

Senator  Morgan.  Who  succeeded  Schaler? 

Mr.  Drake.  H.  G.  Prescott. 

Senator  Morgan.  And  who  succeeded  Prescott? 

Mr.  Drake.  Mr.  J.  F.  Wallace. 

Senator  Morgan.  He  was  the  first  one  of  the  Commissioners  who 
was  appointed  general  superintendent  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Will  you  give  the  committee,  now,  a  definition 
of  the  powers  of  the  general  superintendent? 

Mr.  Drake.  The  powers  of  the  gBneral  superintendent  are  defined 
by  a  power  of  attorney  given  to  mm  by  action  of  the  board  of  di- 
rectors, which  empowers  Tiim  to  fully  repres^it  the  property  before 
the  Government  of  the  Republic  of  Panama  and  omerwise  and  to 
represent  the  railroad  as  fmly  as  the  power  of  attorney  defines,  and 
to  operate  the  railroad  coinpftny  under  that  authority. 

Senator  Morgan.  The  Government  of  the  United  States  was  not 
mentioned  in  that  power? 

Mr.  Drake.  The  power  to  Mr.  Wallace  was  from  the  railroad  com- 
pany, as  general  superintendent. 

Senator  Morgan.  I  understand  from  the  railroad  company,  and 
mentioned  that  he  was  to  have  power  to  conduct  and  manage  that 
railroad. 

Mr.  Drake.  Senator,  I  think  there  is  a  little  discrepancy  here. 
The  general  manager  is  one  thing  and  the  general  superintendent  is 
another.  The  previous  general  manager  to  Mr.  Wallace  was  Mr. 
Paine,  who  was  in  New  York.  He  was  general  manager  of  both  the 
railroad  and  the  steamship  line,  but  the  general  superintendent  was 
the  subordinate  officer.  Mr.  Wallace  was  never  general  superintend- 
ent. He  was  the  general  manager.  The  other  gentlemen  were  gen- 
eral superintendents. 

Senator  Morgan.  Give  us  the  list  of  the  general  superintendents, 
commencing  with  those  that  are  in  office  now  and  running  back. 

Mr.  Drake.  The  general  superintendent  was,  first,  l^ves;  then 
Schaler ;  then  Prescott ;  and  then  W.  J.  Beard,  who  is  now  general 
superintendent. 

Senator  Morgan.  Now,  we  have  the  board  of  directors,  and  we  have 
the  executive  committee,  and  the  general  manager? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  the  general  superintendent  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  you  have  defined  the  duties  of  the  general 
manager  to  some  extent  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  \Miat  are  the  duties  of  the  general  superin- 
tendent ? 
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Mr.  Drake.  To  obev  the  orders  of  the  general  manager;  to  cArry 
out  the  instructions  of  the  general  manager. 

Senator  Morgan.  Of  the  general  manager? 

Mr.  Drake.  On  the  Isthmus. 

Senator  Morgan,  ^he  general  superintendent,  then,  is  the  actual 
executive  officer  ? 

Mr.  Drake.  The  operative  officer. 

Senator  Morgan.  .  Well.  I  call  that  executive. 

Mr.  DuAKE.  I  make  a  aistinction,  Senator. 

Senator  Morgan.  You  are  the  executive  officer? 

Mr.  Drake.  I  am  an  executive  officer.  The  president,  the  members 
of  the  executive  committee,  and  the  vice-president  are  executive  officers. 
1  am  an  executive  officer  because  1  am  secretary  and  treasurer  and 
assistant  to  the  president.  But  the  superintendent  of  a  property  is 
like  the  janitor  of  a  building.     He  is  in  charge  of  the  operation  of  the 

Sroperty,  under  the  general  manager,  carrying  out  his  instructions. 
[r.  Whaley  was  the  hi'st  general  manager.  Did  you  ask  me  for  a  list 
of  the  general  managers? 

Senator  Morgan.  No;  I  asked  you  for  a  list  of  the  general  super- 
intendents. 

Mr.  Drake.  The  first  general  manager  was  Mr.  Whaley.  I  was 
afterwards  general  manager,  and  then  5lr.  Charles  Paine  was  general 
manager.  Those  tirst  three  gentlemen  were  located  in  New  York. 
The  next  general  manager  was  Mr.  Wallace,. located  on  the  Isthmus. 

Senator  Morgan.  These  general  managers,  respectively,  have  the 
control  of  the  general  superintendents? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  the  superintendents  are  to  carry  out  the 
orders  of  the  general  managers? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  When  the  general  manager,  then,  is  acting,  gives 
orders,  and  is  in  charge  of  affairs,  the  general  superintendent  has 
nothing  to  do  except  as  he  is  directed,  has  he? 

Mr.  Drake.  He  is  a  pretty  busy  man  in  carrying  out  the  operations 
of  the  railroad.  We  are  handling  four  hundred  and  odd  thousand  tons 
of  freight  there,  and  he  is  in  charge  of  the  movement  of  the  trains  and 
of  the  cargo  and  of  the  different  departments. 

Senator  Morgan.  But  in  all  that  matter  be  is  under  the  direction  of 
the  general  manager? 

Mr.  Drake.  Naturally,  who  is  his  chief. 

Senator  Morgan.  And  the  general  superintendent  is  under  the  con- 
trol of  the  executive  committee? 

Mr.  Drake.  And  the  general  manager. 

Senator  Morgan.  And  the  general  manager  both? 

Mr.  Drake.  Yes,  sir;  both  of  them. 

Senator  Morgan.  All  the  subordinate  officers  are  ? 

Mr.  Drake.  Every  subordinate  officer  is  subject  to  the  executive 
committee;  ves,  sir. 

Senator  Morgan.  And  the  action  of  the  executive  committee  is  the 
same  as  if  it  had  been  performed  or  had  been  taken  by  the  board  of 
directors? 

Mr.  Drake.  In  the  absence  of  the  board;  yes,  sir.  Until  approved 
or  disapproved  by  the  board  it  stands  as  the  action  of  the  board. 
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Senator  Morgan.  And  if  it  has  been  carried  into  execution  or  effect 
or  operation,  it  stands  anj'how  ? 

Mr.  Drake.  If  it  was  irretrievable;  yes,  sir. 

Senator  Morgan.  If  it  was  irrevocable? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Does  the  general  manager  ever  act  as  general 
superintendent  in  his  business? 

Mr.  Drake.  The  superior  officer  has  all  the  powers  and  attributes 
of  the  subordinate,  sir.  He  would,  if  an  emergency  arose,  if  it  were 
ne<jessary. 

Senator  Morgan.  Could  you  give  the  committee  some  idea  of  the 
difference  in  the  duties  between  the  general  superintendent  and  the 
general  manager. 

Mr.  Drake.  In  previous  years  the  general  manager  would  direct 
and  authorize  all  of  the  important  acts  of  the  general  superintendent, 
who  would  report  to  him  for  instructions  on  any  Question  that  be  had 
not  already  received  instructions  on,  but  who  would,  in  the  absence  of 
such  instructions,  perform  all  the  duties  of  the  physical  operation  of 
the  railroad— that  is,  the  movement  of  freight,  and  all  that.  The  gen- 
eral manager  has  charge  of  the  practical  operation  of  the  company's 
Sropert^'.  The  general  superintendent  acts  under  him  as  his  subor- 
inate,  being  in  direct  contai^t  and  control  of  the  gangs  of  men  and  the 
movement  of  trains  and  subordinate  officers. 

Senator  Morgan.  He  is  really  the  working  man  ? 

Mr.  Drake.  He  is  really  the  working  man;  yes,  sir. 

Senator  Morgan.  You  said  the  previous  general  managers  had  been 
located  in  New  York? 

Mr.  Drake.  Yes,  sir;  visiting  the  Isthmus  periodicall3% 

Senator  Morgan.  Has  there  been  any  change  in  that  between  the 
previous  general  manager  and  the  present? 

Mr.  Drake.  No,  sir;  except  the  present  general  manager  is  located 
on  the  Isthmus. 

Senator  Morgan.  And  the  previous  one  was  located  in  New  Yorkf 

Mr.  Drake.  Yes,  sir;  making  frequent  visits  to  the  Isthmus, 
periodically. 

Senator  Morgan.  Is  there  any  change  in  the  duties  of  the  general 
manager  or  the  general  superintendent  since  the  United  States  became 
connected  with  tnis  business? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  There  are  no  resolutions  changing  it  at  all  ? 

Mr.  Drake.  Not  at  all.     The  by-laws  define  their  powers. 

Senator  Morgan.  And  they"  have  not  been  changed  i 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  So  that  we  are  sailing  now  under  the  same  general 
orders  that  we  were  when  the  Panama  Canal  Company  owned  the 
railroad  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  The  books  that  you  will  bring  here  will  show  the 
action  of  these  different  officers  and  their  approval? 

Mr.  Drake.  Yes,  sir;  so  far — no;  I  do  not  think  they  will  show 
every  action.  They  will  show  the  action  of  the  executive  committee 
authorizing  their  later  action. 

Senator  Morgan.  Yes.  Well,  under  the  arrangementas  it  has  stood 
so  long  and  been  so  thoroughly  executed  under  tne  law  and  under  the 
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by-laws,  also,  who  has  controlled  these  traflSc  questions  that  we  have 
been  talking  about  this  morning — the  general  manager  or  the  superin- 
tendent ? 

Mr.  Drake.  The  traffic  manager. 

Senator  Moroan    There  is  stul  a  traffic  manager? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  There  is  a  by-law  to  establish  a  traffic  manager, 
also? 

Mr.  Drake.  No,  sir;  he  is  appointed  as  "such  other  officer  as  may 
be  necessary." 

Senator  Morgan.  In  that  way  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Are  his  duties  defined  in  any  w^y  in  the  by-laws? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  The^^  are  not  defined  at  all? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  And  he  is  api)ointed  b}"  whom? 

Mr.  Drake.  He  is  appointea  by  the  executive  committee  or  by 
the  board — 1  hesitate  because  it  does  not  occur  to  me  that  since  his 
original  appointment,  which  was  by  resolution  of  the  board  or  the 
executive  committee,  he  has  been  traffic  manager  for  a  number  of 
years,  and  I  think  he  has  held  over  from  year  to  year. 

Senator  Morgan.  You  refer  to  Mr.  Walker? 

Mr.  Drake.  Yes,  sir;  he  has  been  there  for  several  3'ears,  now. 

Senator  MoRGAN.t  You  do  not  know  where  he  first  got  his  appoint- 
ment? 

Mr.  Drake.  He  got  his  appointment  in  1897, 1  think. 

Senator  Morgan.  In  1897? 

Mr.  Drake.  Yes,  sir.  He  was  appointed  by  the  then  general  man- 
ager, Mr.  Whaley— Vice-President  and  General  Manager  VVhaley. 

Senator  Morgan.  He  appointed  Mr.  Walker? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  Mr.  Walker  has  held  under  that  appointment 
down  to  date? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  never  been  changed? 

Mr.  Drake.  No,  sir;  he  is  a  very  able  man,  and  a  very  conscientious, 
hard-working  man. 

Senator  Morgan.  He  manages,  then,  all  of  the  traffic  armngements? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  What  do  you  do  in  regard  to  that,  then  ? 

Mr.  Drake.  He  discusses  matters  with  me;  brings  in  propositions 
to  make  any  changes  in  existing  practices.  AH  of  our  relations  with 
cocarriers,  any  change  in  existing  practices,  any  proposal  for  any 
change,  or  any  important  action  he  discusses  with  me.  He  makes  his 
recommendations,  and  has  my  approval. 

Senator  Morgan.  He  has  your  approval? 

Mr.  Drake.  Or  not,  as  the  case  may  be.  He  is  a  subordinate  of 
mine  at  present,  in  my  present  capacity.  When  I  was  vice-president 
of  the  company,  he  was  directly  my  subordinate.  Now  that  I  am  act- 
ing as  assistant  to  the  president,  he  is  under  me  in  that  capacity. 

Senator  Morgan.  Tnen  he  takes  his  orders  from  you? 

Mr.  Drake.  Yes,  sir;  his  general  orders.  He  feas  charge  of  the 
traffic.     He  conducts  the  traffic  correspondence. 
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Senator  Morgan.  And  the  approval  of  anything  that  he  does  passes 
under  your  cognizance? 

Mr.  "Drake.  Yes,  sir. 

Senator  Morgan.  And  you  act  as  assistant  to  the  president? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Is  there  any  by-law  authorizing  you  to  act  as 
assistant  to  the  president? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  None  whatever? 

Mr.  Drake.  No,  sir;  except  that  the  board  has  the  right  to  appoint 
such  other  oflScers  or  agents  as  may  be  necessary. 

Senator  Morgan.  I  understand;  but  did  the  board  appoint  you  in 
that  capacity  ? 

Mr.  Drake.  No,  sir;  Mr.  Shonts  did,  under  his  general  authority 
as  president,  in  this  present  capacity.  I  was  elected  secretary  and 
treasurer. 

Senator  Morgan.  Yes. 

Mr.  Drake.  The  by-law  provides  that  I  may  hold  more  than  one 
oflBce.  I  had  been,  previously,  vice-president,  when,  by  action  of  the 
President  of  the  United  States,  the  chairman  of  the  Commission  became 
president  of  the  railroad,  by  virtue  of  his  office  in  the  Commission, 
and  the  other  members  of  the  Commission  became  members.  Mr. 
Shonts  became  the  president,  and  the  other  members  became  members 
of  the  board,  and  I  was  relegated  out  of  office. 

Senator  Morgan.  You  say  that  was  by  directioi*of  the  President  of 
the  United  States? 

Mr.  Drake.  I  so  understand.  I  believe  that  was  the  source  of 
authority  for  the  change. 

Senator  Morgan.  The  board  never  made  any  such  order? 

Mr.  Drake.  Oh,  my,  no.  The  board  elected  the  members  of  the 
Commission. 

Senator  Morgan.  The  board  never  made  any  order  appointing  you 
as  assistant  to  the  president — to  Mr.  Shonts? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  If  it  was  done  at  all,  it  wa«  done  by  the  President 
•  of  the  United  States? 

Mr.  Drake.   It  was  done  by  the  president  of  the  corporation. 

Senator  Morgan.  Is  there  any  law  or  resolution  or  order  of  the 
president  in  the  files  of  your  company  to  show  any  such  order  as  thati 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  Was  it  done  orally  ? 

Mr.  Drake.  It  was  done  orally,  yes,  sir;  and  communicated  to  the 
board.  It  was  done  between  meetings.  And  I  have  acted  in  that 
capacity  ever  since. 

Senator  Morgan.  That  is  3^our  title  to  the  powers  that  you  hold 
now  under  the  president? 

Mr.  Drake.  Yes,  sir;  there  are  no  such  powers  vested  in  the  secre- 
tary and  treasurer.  The  duties  of  the  secretary  and  treasurer  are 
well  defined. 

Senator  Morgan.  All  those  powers  come  through  a  different  order? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Then,  you  are  now  present  as  holding  the  posi- 
tion of  assistant  to  the  president  under  the  orders  of  the  President  of 
the  United  States? 
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Mr.  Drake.  The  president  of  the  company,  air. 

Senator  Morgan.  Did  you  not  mention  an  order  of  the  President 
of  the  United  States? 

Mr.  Drake.  I  only  mentioned  an  order  of  the  president  of  the 
company.  1  only  mentioned  the  President  of  the  United  States  when 
1  said  that  the  members  of  the  Commission  became  members  of  the 
board,  and  that  the  chairman  of  the  Commission,  by  virtue  of  his  office, 
became  president  of  the  railroad;  and  it  is  for  that  reason  that  Mr. 
Shonts  is  the  president  of  the  railroad. 

Senator  Morgan.  Then,  Mr.  Shonts  was  not  elected  by  the  board? 

Mr.  Drake.  Oh,  yes,  sir;  he  was  regularh^  elected. 

Senator  Morgan.  What  is  the  necessity  of  an  order  from  the  Presi- 
dent of  the  United  States,  then? 

Mr.  Drake.  I  hope  I  am  not  misstating  in  any  way  the  action  of 
the  President.  It  was  understood  that  by  Executive  order  the  mem- 
bers of  the  Commission  were  to  become  members  of  the  board  of 
directors  of  the  Panama  Railroad  Company,  and  that  of  these  members 
of  the  Commission  the  chairman  of  the  Commission  was  to  be  president 
of  the  Panatna  Railroad  Company  by  virtue  of  his  office. 

Senator  Morgan.  After  that  Executive  order  was  received  1  suppose 
you  went  through. the  formality  of  an  election? 

Mr.  Drake,   les,  sir. 

Senator  Morgan.  But  the  real  power  that  appointed  them  was  the 
order  of  the  President  of  the  United  States? 

Mr.  Drake.  It  could  be  so  construed. 

Senator  Morgan.  I  was  trving  to  find  out  how  the  President  of  the 
United  States  had  any  lawful  authority  to  interfere  with  a  New  York 
corporation.     That  was  my  point. 

Mr.  Drake.  I  imagine  it  was  an  intimation  that  was  carried  out, 
sir:  that  is  all. 

Senator  Morgan.  Well,  sometimes  intimations  are  more  powerful 
than  statutes. 

Mr.  Drake.  I  think  if  70,000  shares  of  stock  of  a  corporation  are 
controlled  or  owned  by  somebody,  what  the  owner  says  is  apt  to 
control. 

Senator  Morgan.  I  do  not  question  the  authorit}^  of  the  President 
of  the  United  States  to  make  such  an  order  for  this  reason 

Mr.  Drake.  I  do  not  like  to  be  misquoted  as  saying  that  he  did 
make  such  an  order.     I  do  not  like  to  make  a  misstatement  in  it. 

Senator  Morgan.  I  am  not  quoting  you  at  all. 

Senator  Taliaferro.  Pardon  me.  Did  you  not  state  in  your  testi- 
mony a  moment  ago  that  j^ou  understood  that  the  President  of  the 
United  States  had  issued  an  order 

Mr.  Drake.  Not  an  order. 

Senator  Taliaferro  (continuing).  That  the  chairman  of  the  (com- 
mission should  be,  ex  officio,  the  president  of  the  railroad  compan}^? 

Mr.  Drake.  I  do  not  know  that  it  was  an  order.  It  was  a  communi- 
cation. I  did  not  say  an  order.  That  is  what  I  want  to  correct,  if  I 
gave  that  impression. 

Senator  Morgan.  A  communication? 

Mr.  Drake.  Yes,  sir;  a  communication  of  some  kind  was  published 
in  a  letter.  I  think  it  was  a  letter  from  the  President  to  the  Isthmian 
Canal  Commission. 
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Senator  Taliaferro.  I  was  only  addressing  myself  to  your  suggestion 
that  the  Senator  was  not  quoting  you  accurately;  that  is  all.  1  do  not 
question  the  President's  right  to  issue  such  an  order. 

Mr.  Drake.  I  did  not  mean  to  make  the  suggestion  that  the  Sena- 
tor had  misquoted  me.     That  was  an  unfortunate  word. 

Senator  Morgan.  I  was  saying  that  1  do  not  object  to  the  validity 
of  the  President's  order — 1  call  it  an  order,  and  it  was  an  order, 
whether  you  think  so  or  not 

Mr.  Drake.  I  simply  did  not  want  to  be  disrespectful  to  the  Presi- 
dent in  stating  a  thing  that  1  do  not  know  absolutely. 

Senator  Morgan.  Well,  we  are  trying  to  respect  the  country  and 
the  law,  as  well  as  the  President,  as  we  go  along,  with  all  due  honor 
to  him  and  to  the  law  and  everything  else  connected  with  this 
business. 

1  said  that  I  did  not  question  the  power  of  the  President  under  the 
statutes  that  we  have  enacted  for  the  government  of  the  Isthmian 
Canal  Zone  to  make  these  changes  in  this  New  York  corporation. 
Now,  why  ?  It  is  because  the  New  York  corporation  has  no  more  exist- 
ence, in  my  opinion,  to-day,  in  a  legal  sense,  than  something  that 
never  existed.  It  has  been  wiped  out  entirely  by  the  edict  of  the 
United  States  Government,  which  is  the  supreme  law  over  that  corpo- 
ration, which  has  control  and  possession  of  it,  through  the  President 
of  the  United  States  making  these  appointments,  ana  the  Hay-Varilla 
treaty,  which  repeals  that  corporation,  in  my  judgment.  I  am  merely 
stating  my  opinion. 

Therefore  I  am  trying  to  trace  up  his  authority  for  interfering  with 
the  New  York  corporation,  and  I  assert  that  he  has  got  it — not  accord- 
ing to  law,  not  according  to  the  New  York  law  or  to  anything  that 
that  board  may  do  or  might  refuse  to  do.  They  could  not  refuse  his 
action  in  anytning  that  he  might  choose  to  direct  them.  If  he  wanted 
to  tell  them  to  turn  their  papers  into  the  fire,  they  could  not  refuse  it. 
At  least,  the}'  would  be  justified  in  burning  them  up  if  he  ordered  them 
to  do  it.  He  is  the  president  of  the  railroad  company  as  well  as  of  the 
United  States. 

I  think  we  have  the  exemplification  of  the  duties  and  powei-s  of  the^e 
different  gentlemen  before  the  committee  in  a  pretty  clear  light,  and 
I  will  ask  you  now  to  repeat  to  the  committee  all  of  the  powers  that 
you  execute  without  consultation  with  Mr.  Shonts  or  under  consulta- 
tion with  him  and  such  powers  as  you  have  and  things  you  may  do 
that  he  has  the  right  to  revoke.  J  ust  describe  your  own  powers,  as 
nearly  as  you  understand  them  and  as  you  execute  them. 

Mr.  Drake.  As  I  am  doing  now? 

Senator  Morgan.  Yes. 

Mr.  Drake.  I  am  exercising  all  the  powers  of  an  operating  officer 
in  New  York.  I  sign  checks  and  vouchers  and  direct  the  operations 
of  the  company,  all  subject  to  his  approval,  communicating  with  him 
directly  upon  any  question  of  doubt,  for  instructions,  holding  up  any 
effective  action  until  I  have  had  his  approval.  I  consider  that  my 
authorit}^  is  limited  by  his  approval  of  what  I  may  be  about  to  do, 
except  in  the  ordinary  course  of  business  of  the  corporation. 

Senator  Morgan.  As  to  what  you  have  done,  if  that  is  within  the 
ordinary  course  of  business,  the  approval  is  a  matter  of  course? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  It  is  approved  unless  objection  is  made? 


INVESTIGATION    OF   PANAMA   CANAL    MATTERS.  2835 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  But  if  objection  is  made,  the  act  is  not  undone, 
but  your  responsibility  commences.     That  is  how  it  is. 

Mr.  Drake.  I  have  been  very  fortunate  in  securing  his  approval^ 
so  far. 

Senator  Morgan.  I  have  no  doubt  of  that,  and  I  think  the  railroad 
company  has  been  very  fortunate  to  have  you. 

Mr.  Drake.  Thank  you,  Senator. 

Senator  Morgan.  That  is  my  view  of  it.  Now,  you  have  had  the 
direction,  therefore,  of  the  purchasing  agent  for  the  railroad  company  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  He  has  been  under  your  control  ? 

Mr.  Drake.  Not  directly.  So  far  as  purchasing  for  the  account  of 
the  railroad  company  was  concerned,  1  had  absolute  control  over  him 
until  there  was  constituted  b}^  the  Isthmian  Canal  Commission  a  gen- 
eral purchasing  department,  and  the  appointment  of  a  general  pur- 
chasing officer  was  made,  who  has  charge  of  the  purchasing  for  account 
of  the  Isthmian  Canal  Commission  and  for  the  railroad. 

Senator  Morgan.  Who  is  he? 

Mr.  Drake.  D.  W.  Ross.  He  is  located  in  Washington.  He  has 
the  authority  to  appoint  subordinates  at  different  points  in  the  United 
States,  and  he  availed  himself  of  that  authoritv  to  appoint  the  previous 
purchasing  agent  of  the  railroad  companj^  as  his  assistant  in  New  York. 
That  man  is  now  the  assistant  purchasing  agent  and  shipping  agent. 

Senator  Morgan.  As  to  the  railroad,  it  has  not  at  the  present  time 
any  purchasing  agent? 

Mr.  Drake.  Oh,  yes,  sir. 

Senator  Morgan.  Who  is  he? 

Mr.  Drake.  It  has  no  separate  purchasing  agent.  This  assistant 
purchasing  agent  of  the  general  purchasing  officer— — 

Senator  Morgan.  I  am  talking  about  a  separate  purchasing  agent,^ 
or  one  that  acts  for  the  railroad  and  for  nobody  else. 

Mr.  Drake.  He  acts  for  the  railroad  alone. 

Senator  Morgan.  Only  for  the  railroad? 

Mr.  Drake.  Not  only  for  the  railroad;  no,  sir.  Well,  even  that  I 
must  qualify.  All  of  the  expenses  of  the  assistant  purchasing  agent's 
office  are  paid,  primarily,  by  the  railroad  company,  out  are  distributed 
two-thirds  to  the  railroad  company  and  one-third  to  the  Commission, 
because  part  of  his  time  is  taken  up  in  purchasing  or  supervising  ship- 
ments for  the  account  of  the  Commission,  and  the  balance  of  his  time 
is  devoted  entirely  to  the  railroad  company.  Hence  the  railroad  com- 
pany pays  two-thirds  of  the  cost  of  his  office.  Part  of  his  duty  is  to 
purchase  every  item  of  supplv  that  is  required  by  the  railroad  com- 
pany anywhere  in  its  plant.  If  a  board  is  required  to  sheathe  the  dock 
with,  the  inspecting  engineer  who  has  to  make  the  repair  has  to  call 
on  him  to  buy  it. 

Senator  Morgan.  Does  the  purchasing  agent  make  purchases  for 
the  Canal  Commission  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  he  keeps  a  separate  account  of  them  ? 

Mr.  Drake.  He  may  do  that;  yes.  Under  direction  of  the  general 
purchasing  agent  he  advertises  for  supplies  for  the  Commission  in 
i^  e  wf  JL  orK. 

Senator  Morgan.  That  is,  under  Ross's  direction? 
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Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  how  does  he  make  the  purchases  for  the 
railroad  company;  under  advertisement? 

Mr.  Drake.  Yes,  sir.  By  resolution  of  the  executive  committer* 
all  supplies  of  every  character,  except  such  as  are  needed  immediately 
for  sustenance —perishable  goods,  such  as  eggs,  butter,  vegetables, 
and  things  of  that  kind,  that  have  to  be  furnisned  regularly  on  requi- 
sition— are  requisitioned  for  on  a  regular  form.  They  pass  under  my 
ej'e,  and  if  there  is  anything  extraordinar\-  about  them,  as  far  as  the 
ISew  York  end  is  concernpd,  I  have  them  corrected,  cut  down,  or 
whatever  may  be  necessary,  and  they  pass  to  him  and  he  purchases 
them. 

Senator  Morgan.  All  requisitions,  therefore,  that  are  made  for 
purchases 

Mr.  Drake.  For  material  and  supplies. 

Senator  Morgan  (continuing).  For  the  railroad  company  pas> 
imder  your  eye  ? 

Mr.  Drake.  Yes,  sir;  but  I  have  a  general  direction — 1  have  a 
specific  direction  from  the  president  of  the  compan\'  not  to  modify 
requisitions  that  come  from  the  Isthmus,  because  he  holds  them 
responsible  there  for  ordering  what  they  require. 

Senator  Morgan.  But  you  do  modify  those  made  by  the  purchasing 
agent  of  the  rail  road  company? 

Mr.  Drake.  Those  made  by  the  steamship  line  or  by  the  New 
York  office. 

Senator  Morgan.  That  is  the  purchasing  agent  of  the  railroad 
company  ? 

Mr.  Drake.  No,  sir;  the  requisitions  are  not  made  by  the  agent. 
They  are  forwarded  to  him.  The  re(juisitions  are  made  by  the  ter- 
minal superintendent  of  the  steamship  line,  for  instance,  or  by  the 
New  YorTk  office. 

Senator  Morgan.  I  am  trying  to  untangle  a  mixture  that  seenw  to 
be  rather  beyond  my  power  of  description  or  almost  of  inquiry. 

The. Chairman.  I  think  you  are  getting  along  first-rate,  Senator. 

Mr.  Drake.  Do  I  not  answer  your  questions  intelligently  enough. 
Senator,  or  explicitly  ?     1  would  like  to,  if  1  can. 

Senator  Morgan.  I  wish  you  would.  You  have  got  a  purchasing 
agent  for  the  railroad? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  That  man  is  under  your  direction  as  to  railroad 
purchases  ? 

Mr.  Drake.  Yes,  sir;  as  to  railroad  purchases. 

Senator  Morgan.  He  is  also  acting  as  the  purchasing  agent  for  the 
Canal  Commission? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  he  is  under  the  direction  of  the  Canal  Com- 
mission as  to  matters  that  are  confided  to  him  in  that  capacity  i 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Does  he  keep  separate  accounts? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  He  refers  these  vouchers  that  relate  to  the  rail- 
road to  you  for  approval. 

Mr.  Drake.  Yes,  sir. 
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Senator  Morgan.  And  those  that  relate  to  the  cana]  he  refers  to  Mr. 
Koss? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  There  the  separation  takes  place 'H 

Mr.  Drake.  Yes,  sir 

Senator  Morgan.  And  he  got  into  this  double  capacity  from  the 
fact  that  he  was  appointed  by  the  Canal  Commission  as  purchasing 
agent  in  New  York  for  that  Commission  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  You  spoke  of  a  large  amount  of  coal  that  you 
were  going  up  to-morrow  to  see  about  that  had  been  purchased'^ 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Is  that  exclusively  for  the  railroad  ? 

Mr.  Drake.  Exclusively  for  the  railroad,  yes;  to  be  supplied  tq  the 
Commission  at  cost  deliv>ered  on  the  Isthmus,  plus  a  slight  percentage 
for  handling  to  point  of  destination. 

Senator  Morgan.  It  is  bought  for  the  railroad  ? 

Mr.  Drake.  It  is  bought  for  the  railroad;  yes,  sir. 

Senator  Morgan.  And  to  be  delivered  to  the  Commission  on  the 
Isthmus 'if 

Mr.  Drake.  As  required;  as  called  for. 

Senator  Morgan.  As  required  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  It  was  not  bought,  then,  for  the  use  of  the  rail- 
road? 

Mr.  Drake.  It  was  bought  for  the  use  of  the  railroad  and  for  sale 
to  anybody  who  wants  it.     The  railroad  sells  coal  on  the  Isthmus. 

Senator  Morgan.  Those  coal  purchases  %re  made  really  for  the  use 
of  the  Commission  ? 

Mr.  Drake.  No,  sir;  they  are  made  for  the  account  of  the  railroad 
company,  for  its  own  uses.  The  railroad  company  uses  30,000  tons  a 
3'ear  in  operating  the  railroad  and  the  balance  is  for  sale  to  the  Com- 
mission, or  to  connecting  carriers,  or  to  consumers  on  the  Isthmus  of 
all  kinds. 

Senator  Morgan.  Then  the  railroad  company  is  engaged  in  buying 
coal  in  the  New  York  markets,  or  wherever  they  can  tind  it,  and  send- 
ing it  to  the  Isthmus  and  selling  it  to  the  Commission? 

Mr.  Drake.  Using  it  first  and  selling  it. 

Senator  Morgan.  But  I  am  talking  about  the  amount  of  coal  they 
are  going  to  dispose  of. 

I^lr.  Drake.  V es,  sir. 

Senator  Morgan.  They  are  selling  it  first  to  the  Commission  and 
next  to  general  consumers? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  To  the  Panamanians? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Or  to  anybody  else  that  wants  to  buy  it? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Is  there  any  resolution  or  order  of  the  railroad 
directora  or  of  the  executive  committee  that  authorizes  this  purchas- 
ing agent  to  buy  coal  in  the  markets  of  New  York  or  elsewhere,  and 
to  sell  it  to  the  Isthmian  Canal  Commission  ? 
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Mr.  Drake.  Yes,  sir;  there  is  a  resolution  adopted  b}'  the  Isthmian 
Canal  Commission;  1  believe  I  have  the  recoras;  that  the  railroad 
company  should  buy  all  of  the  coal  used  by  the  Commission. 

Senator  Morgan.  That  is  the  very  point  I  am  trving  to  get  at.  I 
want  to  know  what  your  records  show  in  the  direction  of  authorizing 
this  purchasing  agent  of  the  railroad  company  to  buy  coal  for  sale  to 
the  Isthmian  Canal  Commission  or  to  private  purchasers. 

Mr.  Drake.  He  has  nothing  to  do  with  it.  Senator,  excepting  to 
issue  the  proposals  and  get  out  the  forms  under  the  resolution  that 
that  you  will  hnd  in  the  minutes. 

Senator  Morgan.  I  am  not  asking  about  what  he  does,  but  about 
what  his  powers  are.     Where  does  he  get  his  authority  i 

Mr.  Drake.  He  got  his  authority  to  invite  bids  and  proposals  from 
me. 

Senator  Morgan.  From  you  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Where  did  you  get  your  authority  to  invite  bids 
and  proposals  for  coal  to  be  sold  to  the  Isthmian  Canal  Commission  i 

Mr.  Drake.  My  authority  was  to  invite  bids  for  coal  to  be  supplied 
to  the  Panama  Railroad  Company  bv  order  of  the  board  of  directors. 
The  executive  officers — not  myself  particularly,  but  the  executive 
officers — were  authorized  to  invite  bias  for  the  supply  of  coal  to  meet 
the  company's  requirements  at  the  Isthmus  for  tne  ensuing  twelve 
months  from  April  1, 1906,  and  those  proposals  were  issued  some  time 
ago  and  are  to  be  opened  to-morrow,  or  rather  the  25th. 

Senator  Morgan.  I  think  you  must  understand,  Mr.  Drake,  what  I 
am  trying  to  get  at.  I  want  to  know  where  the  authority  came  from 
to  anybcSv,  to  you  or  teethe  purchasing  agent  or  anybody  else  con- 
nected with  the  railroad  to  buy  coal  for  the  purpose  of  selling  it  to 
the  Isthmian  Canal  Commission  or  to  private  dealers  on  the  Istmnus. 

Mr.  Drake.  I  do  not  think  that  there  is  any  authority  except  that 
the  railroad  has  been  doing  it  for  forty  vears — selling  to  anybody  who 
wanted  to  buy  coal  of  it,  because  it  is  the  only  one  who  has  the* plant 
or  the  means  of  handling  any  quantity  of  coal  on  the  Isthmus,  and  it 
has  been  the  source  of  supply  to  those  who  need  coal  there. 

Senator  Morgan.  This  old  practice  of  forty  years,  then,  is  kept  up? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Without  change? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  the  railroad  company  is  doing  what  it  u^ed 
to  do — selling  coal  to  the  Isthmian  Canal  Company? 

Mr.  Drake.  The  French  Canal  Company  used  to  buy  its  own  coal 
abroad,  except  in  case  of  emergency,  and  then  it  would  buy  it  from 
the  railroad  company;  but  since  the  old  French  Canal  Company  ceased 
operations  the  railroad  company  has  sold  all  the  coal  that  lias  been 
sold  on  the  Isthmus. 

Senator  Morgan.  Has  any  order  been  given  to  this  man,  Mr. 
Walker,  who  represents  the  railroad  company,  and  in  his  character  a& 
representative  of  the  railroad  company,  to  buy  coal  to  supply  the 
wants  of  the  Isthmian  Canal  Commission? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  How  do  you  get  the  estimates  of  how  much  coal 
thev  will  take  i 
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Mr.  Drake.  Allow  me  to  interrupt  for  a  moment,  Senator.  You 
used  the  name  '*  Walker"  inadvertently.  You  meant  Anderson,  the 
purchasing  agent? 

Senator  iMorgan.  Yes. 

Mr.  Drake.  You  used  the  name  Walker  inadvertently? 

Senator  Morgan.   Yes;  I  meant  the  purchasing  agent. 

Mr.  Drake.  We  are  advised  about  the  sailing  of  every  ship  from 
the  Isthmus,  and  by  the  same  cable  we  are  advised  of  the  quantity  of 
coal  they  have  on  hand,  and  we  order  forward  from  the  loading  point 
coal .  in  sufficient  quantity  to  keep  them  supplied,  with  a  minimum 
quantity  on  hand.  The  consumption  of  coal  has  increased  very  rap- 
idly lately,  until  at  times  I  think  they  had  a  minimum  quantity  of  ten 
or  twelve  thousand  tons  on  hand,  and  it  is  being  used  at  the  I'ate  of 
75,000  or  80,000  or  85,000  tons  a  year. 

Senator  Morgan.  Is  the  railroad  company  furnishing  coal  to  the 
Isthmian  Canal  Commission  on  the  same  terms  that  it  furnished  coal 
formerly  to  the  New  Panama  Canal  Company? 

Mr.  Drake.  Oh,  very  much  cheaper,  sir;  50  per  cent  less.  It  u^ed 
to  furnish  the  New  Panama  Canal  Company  witn  coal,.for  instance,  at 
$12  at  Panama,  and  $9  along  the  line  of  the  road,  and  $8  at  Colon.  It 
is  selling  it  to  the  present  Commission  at  $5  or  less  than  $5— $4.95 — 
about  $5  at  Colon  and  $6  along  the  line  of  the  road. 

Senator  Morgan.  Before  the  railroad  was  turned  over  to  the  United 
States,  and  the  canal  also,  the  railroad  company  was  doing  a  pretty 
thriving  business  selling  coal  to  the  canal  company,  was  it  noti 

Mr.  Drake.  It  never  sold  any  large  amount,  sir. 

Senator  Morgan.  But  it  sold' for  neavv  prices? 

Mr.  Drake.  It  sold  for  higher  prices  tnan  it  is  selling  for  now;  yes, 
sir;  very  much. 

Senator  Morgan.  It  sold  then  for  about  twice  as  much  as  you  get 
now '( 

Mr.  Drake.  Yes;  but  we  did  not  sell  in  quantity.  We  used  to  order 
10,000  to  50,000  tons,  and  now  we  order  up  to  125,000  tons.  The  canal 
operations  have  increased  the  consumption. 

Senator  Morgan.  What  you  are  losing  in  price  you  are  making  up 
in  the  quantity  of  the  traffic^ 

Mr.  Drake.  Yes,  sir.  There  is  not  much  profit  on  it  now.  We 
are  selling  it  so  cheaply  to  the  Canal  Commission  that  there  is  no 
profit. 

Senator  Morgan.  There  is  not  so  much  profit  to  the  ton,  but  there 
Ls  more  in  the  aggregated 

Mr.  Drakr.  There  is  a  great  deal  more  coal,  of  course. 

Senator  Morgan.  It  is  a  bigger  job  and  3^ou  make  more  money 
than  you  did  before? 

Mr.  Drake.  In  the  aggregate — I  do  not  know,  sir.  I  would  have 
to  find  out  about  that. 

Senator  Morgan.  But  it  certainly  must  be  so? 

Mr.  Drake.  Yes,  sir;  I  should  judge  so. 

Senator  Morgan.  This  purchasing  of  coal  that  is  done  by  the  pur- 
chasing^  agent  in  New  York  is  never  done  for  the  benefit  of  the  Isthmian 
Canal  Commission  ? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  It  is  all  made  for  the  benefit  of  the  railroad  ? 

Mr.  Drake.  Yes,  sir. 
p  o— VOL  3—06 57 
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Senator  Morgan.  And  then  the  railroad  has  the  control  and  owner- 
ship of  the  steamei-s  that  carry  it  down  ? 

Mr.  Drake.  No,  sir.  At  the  same  time  that  we  make  a  contract  for 
coal,  so  as  to  know  what  it  is  going  to  cost  us  down  there,  we  make  a 
contract  for  transportation  of  all  up  to  the  amount  we  have  purchased, 
so  that  the  combined  cost  of  the  coal  at  the  loading  point  and  its  car- 
riage to  the  Isthmus  represent  the  cost  of  the  coal  laid  down  there. 
So  that  coincidentally  we  have  invited  bids  from  steamship  lines  to 
carry  the  coal  to  the  Isthmus,  and  these  bids  will  be  opened  at  the  same 
time  that  the  bids  for  the  coal  are  opened. 

Senator  Morgan.  You  mean  other  steamship  lines  than  those  owned 
by  the  railroad  company? 

Mr.  Drake.  The  tramp  steamers  carry  it.  They  ai-e  all  foreign 
steamers  that  csLVvy  bunk  cargo  to  the  Isthmus.  American  ships  can 
not  compete. 

Senator  Morgan.  They  are  tramps? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  They  are  the  men  that  can  not  get  the  issue  of  the 
26  per  cent ^ 

Mr.  Drake.  These  are  heavy  cargo  boats 

Senator  Morgan.  I  understand.  Is  that  coal  bought  for  delivery  in 
Panama  or  Colon  ? 

Mr.  Drake.  At  Colon. 

Senator  Morgan.  So  that  the  railroad  takes  it  up  and  charges  freight 
on  it  to  Panama  if  it  has  to  go  that  far? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Or  wherever  it  hauls  it  to  on  the  railroad? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Which  adds  an  additional  charge  of  so  much  a  ton  i 

Mr.  Drake.  Six  dollars  we  charge  to  the  Commission  for  it  delivered 
anywhere  along  the  line  of  the  road.  Other  people  at  the  ports  just 
beyond,  the  next  port  to  Panama  where  coal  is  sold,  charge  $18  for  a 
very  inferior  coal.  We  send  down  a  high-grade  coal  and  sell  it  for  16 
to  the  Commission. 

Senator  Morgan.  Under  whose  direction  is  this  coal  purchased  I 

Mr.  Drake.  Under  the  authority  of  the  board  of  directors.  The 
executive  officers  are  authorized  by  resolution 

Senator  Morgan.  It  is  purchased  under  your  direction? 

Mr.  Drake.  No,  sir;  I  am  acting  as  an  executive  officer  under  the 
resolution  adopted  by  the  board  of  directors. 

Senator  Morgan.  By  the  boaixl  of  directors  or  the  executive 
committee? 

Mr.  Drake.  By  the  board  of  directors. 

Senator  Morgan.  Do  they  take  an  account  of  all  the  coal  purchases 
that  are  made? 

Mr.  Drake.  They  authorize  the  bids.  Under  the  authority  to 
invite  bids  the  final  action  for  making  the  award  would  be  reported 
to  the  president.  My  first  act  after  opening  all  of  the  bids,  both  for 
the  coal  and  for  its  transportation,  would  be  to  have  them  tabulated, 
so  as  to  show  the  results  and  make  a  recommendation  accordingly. 

Senator  Morgan.  Has  the  purchasing  agent  of  the  Panama  Rail- 
read  an}'  standing  contracts  with  coal  producers  f ot*  the  purchase  of 
coal? 

Mr.  Drake.  No,  sir.     The  railroad  compan}'  has  had. 
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Senator  Morgan.  With  whom  ? 

Mr.  Drake.  Last  year  they  bought  coal  for  the  Isthmus  from  the 
Pocahontas  Coal  Company  and  coal  for  its  steamers  in  New  York  from 
the  Berwyn- White  Coal  Company — two  classes  of  coal,  one  for  con- 
sumption on  the  Isthmus  ana  the  other  for  the  consumption  of  the 
steamers. 

Senator  Morgan.  That  coal  was  not  bought  under  biddings? 

Mr.  Drake.  Oh,  yes,  sir;  always. 

Senator  Morgan.  I  thought  you  said  they  had  a  standing  contract? 

Mr.  Drake.  The  contract  was  entered  into  in  the  spring  of  each 
year  for  the  ensuing  twelve  months.  Now  that  that  contract  is  about 
to  expire  or  has  expired,  because  we  have  used  the  maximum  quan- 
tity, we  have  invited  bids  for  the  supply  for  the  coming  year,  and 
those  bids  are  to  be  opened  to-morrow. 

Senator  Morgan.  And  you  have  no  standing  contract  for  another 
year? 

Mr.  Drake.  Not  now;  but  we  are  getting  our  supply,  fortunately. 
The  strike  threatened  to  cause  trouble  about  the  coal;  but  I  was  able 
to  arrange  with  the  coal  companies  to  continue  furnishing  us  coal,  and 
with  the  carrying  company  to  continue  carrying  coal,  under  authority 
from  Mr.  Shonts,  until  we  were  able  to  make  a  new  contract.  That 
covers  a  period  of  a  week  or  two  weeks. 

Senator  Morgan.  Either  that  purchasing  agent  or  yourself  has  the 
control  of  the  supply  of  coal  for  Isthmian  consumption  through  and 
through,  have  you  not? 

Mr.  Drake.  No,  sir. 

Senator  Morcjan.  Have  the  Isthmian  Canal  Commission  resolved  in 
any  way  or  given  any  intimation  or  notice  that  they  will  buy  coal  for 
themselves  from  anybody  else  except  the  railroad? 

Mr.  Drake.  They  did  last  year.  The  Commission  invited  bid*  for 
50,000  tons  of  coal,  to  see  whether  they  could  do  better  than  they  had 
been  doing  with  the  railroad  company  and  they  accepted  a  bid  of  the 
Fairmont  Coal  Company.  That  contract  gave  them  the  right  to  use  a 
minimum  quantity  of  10,000  tons  or  take  the  whole  50,000  tons.  The 
cargoes  were  sent  down  at  $3.70  per  ton  delivered  down  there,  which 
was  about  30  cents  a  ton  cheaper  than  the  cost  of  the  coal  we  had  been 
sending  down. 

After  very  exhaustive  tests  of  the  result  of  operating  with  that 
coal,  the  general  manager  advised  that,  if  possible,  the  contract  be 
canceled.  It  had  meanw^hile  been  transferred  to  the  railroad  company 
by  the  Commission,  and  by  agreement  with  the  Fairmont  Company  it 
was  canceled.    The  conclusion,  in  a  very  exhaustive  report  from  the 

general  manager,  Mr.  Stevens,  was  that  to  be  equal  in  value  to  the 
^ocahontas  coal,  that  was  costing  $4.95,  the  Fairmont  coal  should  have 
cost  $3.48  instead  of  $3.70;  so  that  the  higher-priced  coal  was  more 
effective,  and  it  has  continued  to  be  used. 

Senator  Morgan.  So  that  you  gave  up  that  contract  and  went  back 
to  the  Pocahontas  coal? 

Mr.  Drake.  The  Commission  gave  up  the  on Iv  coal  contract  it  had 
and  resumed  the  practice  of  buying  coal  from  the  railroad  company. 

Senator  Morgan.  If  the  railroad  was  purchasing  on  its  own  account 
and  for  sale  to  private  parties,  as  well  as  to  the  Isthmian  Canal  Com- 
mission, why  would  it  give  up  that  advantage? 

Mr.  Drake.  There  is  no  reason  why  it  should,  sir. 
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Senator  Morgan.  Is  it  not  a  fact  that  the  railroad  companv  under 
your  administration  is  absolutely  under  the  control  and  airection  of 
the  Isthmian  Canal  Commission  ? 

Mr.  Drake.  The  Isthmian  Canal  Commission  constitutes  a  majority 
of  our  board  of  directors. 

Senator  Morgan.  I  am  not  asking  you  that.  I  just  asked  if  what 
I  have  stated  is  not  actually  the  fact  i 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  You  are  practically  under  the  control  of  the  Isth- 
mian Canal  Commission? 

Mr.  Drake.  Absolutely. 

Senator  Morgan.  You  would  feel  obliged  to  obey  any  order  that 
they  give  you  i 

Sir.  Drake.  Why,  of  course. 

Senator  Morgan.  That  seems  to  identify  the  two  establishments 
pretty  closely  so  far  as  you  are  concerned. 

Mr.  Drake.  Of  course,  Senator,  you  will  understand  that  it  is  an 
effect.  The  seven  members  of  the  Commission  are  members  of  our 
board,  which  consists  of  thirteen  members 

Senator  Morgan.  I  can  see  the  effect,  all  right,  but  I  can  see  the 
cause  just  as  w^ll,  and  I  do  not  lose  sight  of  the  cause  by  looking  at 
the  effect. 

Mr.  Drake.  If  I  received  an  order  from  the  Isthmian  Canal  Com- 
mission to  do  anything  in  the  railroad  company  I  would  not  do  it  until 
I  received  it  from  Mr.  Shonts  as  president. 

Senator  Morgan.  I  only  wish  to  say  that  I  do  not  see  any  common 
sense  or  business  sense,  or  any  fairness  in  keeping  up  this  phantasm, 
this  imaginar}*  corporation,  to  stand  in  the  wa}'  and  to  do  all  the  business 
that  the  Isthmian  Canal  Company  should  do  for  itself.  That  is  my 
opinion  about  that  situation,  and  that  is  what  I  am  trjnng  to  prove. 

Senator  Taliaferro.  May  I  ask  a  question  here,  ^nator? 

Senator  Morgan.  Certainly. 

Senator  Taliaferro.  Mr.  Drake,  I  notice  in  the  minutes  of  the 
board  of  dire(^tors'  meeting  of  April  29,  1903,  this  authorization 
[reading]: 

"(ieneral  Counsel  Cromwell  presented  the  following  resolution^ 
which,  upon  his  motion,  was  duly  and  unanimouslv  adopted,  namely: 

*'^Iief<olve(I,  That  the  first  and  second  vice-presidents  of  this  company 
be,  and  they  are  hereby,  appointed  a  special  committee  to  inquire  into 
all  matters  oT  unsettled  account,  claims,  demands,  or  liabilities  of  any 
nature  whatsoever,  if  any  exist,  upon  the  part  of  the  Panama  Railroad 
Company  against  the  New  Panama  Canal  Compan}-,  or  upon  the  part- 
of  the  said  company  against  said  railroad  compan3%  and  to  audit, 
adjust,  state,  and  agree  upon  with  the  said  canal  company  any  and  all 
such  unsettled  accounts,  (*hiims,  demands,  or  liabilities,  and  agree  with 
said  company  upon  the  method  of  payment  or  discharge  of  the  same, 
if  any  exist,  and  to  report  to  the  board  their  action  in  the  premises/* 

Mr.  Drake.  Yes,  sir. 

Senator  Taliaferro.   Do  you  recall  that? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  What  was  the  date  of  that.  Senator? 

Senator  Taliaferro.  April  9,  1903. 

Senator  Morcjax.  A  3'ear  before  we  got  possession? 

Senator  Taliaferro.  Yes.     Has  any  report  been  made,  Mr.  Diake  * 
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Mr.  Drake.  Yes,  sir.  The  members  of  that  committee  were  Mr. 
VVhaley,  the  vice-president,  in  Paris,  and  myself,  the  second  vice-presi- 
dent, in  New  York.  The  report  was  made  and  filed.  Before  that 
rejKjrt  was  adopted  it  had  been  well  established  that  there  were  no 
claims  existing.  It  was  with  the  purpose  of  absolutely  establishing 
the  fact  by  verification  of  accounts,  by  the  rendition  of  accounts  by 
and  between  the  two  companies  covering  all  classes  of  items,  and  with 
the  hope  of  establishing  the  fact  that  that  had  been  done,  that  this 
committee  was  appointed.  The  committee  acted  and  made  a  report 
which  is  on  tile,  showing  that  all  claims  of  ever}'  kind  between  the  two 
companies  had  been  absolutely  settled  and  that  no  claim  existed  one 
against  the  other  of  any  nature  whatever. 

Senator  Taliaferro.  Where  is  that  report? 

Mr.  Drake.  It  should  be  embodied  in  the  minutes  there.  Is  it  not? 
Have  you  looked  ? 

Senator  Taliaferro.  I  have  not  examined  them. 

Mr.  Drake.  It  should  be  embodied  in  the  minutes,  and  I  presume 
it  is.     If  it  is  not,  it  is  on  file  with  all  the  reports. 

Senator  Taliaferro.  Will  you  look  over  the  minutes  at  your  con- 
venience and  see  if  it  is  embodied  in  them,  and  if  it  is  not,  will  you  see 
that  the  committee  receives  a  copy  of  it? 

Mr.  Drake.  Yes,  sir. 

(The  committee  thereupon  took  the  usual  noon  recess  until  2  o'clock 
p.  m.) 

AFTER   RECESS. 

TESTIMONY  OF  EDWABD  A.  DBAKE,  ESQ.— Continued. 

Senator  Morgan.  Mr.  Drake,  you  have  mentioned  the  terms  upjon 
which  this  coal  was  furnished  by  the  railway  company  to  the  Isthmian 
Canal  Commission — you  mentioned  the  terms? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  What  were  they? 

Mr.  Drake.  It  was  sold  at  cost  at  Colon,  plus  a  slight  percentage 
for  handling  on  the  railroad— cost  delivered  at  Colon  to  the  railroad, 
plus  20  cents,  I  think  it  is,  for  cost  of  handling. 

Senator  Morgan.  By  that  you  mean  the  charge  for  freight? 

Mr.  Drake.  The  cost  of  the  coal  plus  the  cost  of  the  freight  to 
Colon,  and  20  cents. 

Senator  Morgan.  Twenty  cents  a  ton? 

Mr.  Drake.  Twentv  cents  a  ton;  yes,  sir. 

Senator  Morgan,  'fhat  was  to  cover  expenses? 

Mr.  Drake.  To  cover  expenses  of  taking  it  from  the  ship,  putting 
it  on  cars,  and  carrying  it— that  is,  at  Colon.  Along  the  Ime  of  the 
road  and  at  Panama,  which  is  beyond  Colon,  the  price  is  $6  a  ton. 

Senator  Morgan.  The  price  was  fixed  at  $6? 

Mr.  Drake.  Six  dollars  along  the  line  of  road  and  at  Panama. 

Senator  Morgan.  And  at  Panama;  and  what  was  it  at  Colon? 

Mr.  Drake.  At  Colon  it  is  the  cost  delivered  at  Colon,  plus  about 
20  cents.  That  is,  if  the  coal  cost  $2.65  f.  o.  b.  at  Norfolk,  and  cost 
us  $1.65  to  carry  down,  there  would  be  5  cents  for  insurance  and 
loss,  and  that  would  make  the  coal  cost  us  $4.35  delivered.  The 
coal  would  be  sold  to  the  Commission  at  $4.55  at  Colon,  and  it  would 
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be  sold  to  the  Commission  at  Panama  at  $6  and  at  any  point  between 
Colon  and  Panama.  That  would  be  the  diflference  to  cover  the  cost  of 
the  loading  on  the  car  and  the  hauling  to  the  point  where  it  is  deliv- 
ered, the  purpose  being  to  have  the  coal  delivered  to  the  Commission 
as  near  cost  as  possible. 

Senator  Morgan.  As  near  what  you  paid  the  mines  for  it  as  possible  i 

Mr.  Drake.  Yes,  sir;  and  the  expense  of  carrying  it  down  there. 

Senator  Morgan.  1  suppose  you  are  familiar  with  all  of  these  pur- 
chases of  coal  ? 

Mr.  Drake.  Yes,  sir;  I  have  made  them,  or  superintended  them, 
for  years. 

Senator  Morgan.  Are  your  contracts  with  the  mines? 

Mr.  Drake.  Not  directly;  our  contracts  are  with  the  representa- 
tives of  the  miners,  the  agents.  That  would  be  indirectly  with  the 
mines. 

Senator  Morgan.  That  is  what  1  mean. 

Mr.  Drake.  Yes,  sir.  Our  contracts  have  been  to  deliver  us  any 
amount  of  coal  we  call  for  during  twelve  months  between  a  minimum 
amount  and  a  maximum  amount  aboard  iships  that  we  send  there  for  it 
at  a  contract  price. 

Senator  Morgan.  Between  a  minimum  and  a  maximum? 

Mr.  Drake.  Of  quantity. 

Senator  Morgan.  Of  quantity? 

Mr.  Drake.  Yes,  sir.  We  need  not  take  any  more  than  the  mini- 
mum if  we  want  to.  If  we  can  do  better  during  the  3'ear  after  we 
reach  the  minimum,  we  are  at  liberty  to  do  so. 

Senator  Morgan.  How  many  mining  companies  did  3'ou  have  con- 
tracts with? 

Mr.  Drake.  One  onlv,  sir. 

Senator  Morgan.  What  was  that? 

Mr.  Drake.  The  Pocahontas  Coal  Company. 

Senator  Morgan.  Has  that  been  so  ever  since  the  Commission  went 
into  possession  of  the  railroad? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Yo,u  have  bought  your  supplies  entirely  from  the 
Pocahontas  company  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Was  that  done  under  biddings? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Were  there  competitors  in  the  biddings  i 

Mr.  Drake.  Always.  y 

Senator  Morgan.  How  many  3^ears  has  the  Pocahontas  company 
had  the  control  of  this  business? 

Mr.  Drake.  We  have  bought  Pocahontas  coal  ahnost  exclusively 
for  six  or  eight  years,  because  it  is  established — we  supply  coal  to 
the  vessels  of  the"^  United  States  Navy,  we  supply  coal  to  the  Isthmian 
Commission,  we  supply  coal  to  steamship  lines  on  the  other  side,  and 
they^  all  require  a  high-grade  coal ;  and  the  Pocahontas  coal  is  reoog- 
nizedly  the  highest  grade  or  the  best  quality,  the  most  eflfective  steam 
coal  to  be  obtained  in  this  country. 

Senator  Morgan.  Now,  commencing  from  May,  1904,  down  to  the 
present  time,  taking  the  annual  arrangements,  &ow  much  coal  have 
you  bought  each  3'^ear  from  the  Pocahontas  Company? 


INVESTIGATION   OF  PANAMA  CANAL.   MATTBBS.  2845 

Mr.  Drake.  I  think  we  bought  up  to  50,000  tons  in  the  year  1904-5, 
and  we  have  bought  65,000  tons  in  the  year  1905-6. 

Senator  Moboan.  Was  that  the  entire  supply'  that  you  made  to  the 
Isthmian  Canal  Commission  ? 

Mr.  Drake.  That  was  the  entire  supply  that  we  purchased  for  the 
railroad  comps^ny,  out  of  which  the  Isthmian  Canal  Commission  was 
supplied. 

Senator  Morgan.  Did  the  steamers  on  the  other  side  get  some  of 
that  coal  'i 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  it  was  all  covered  in  this  65,000  tons? 

Mr.  Drake.  Yes,  sir;  so  far.  But  the  rapid  increase  in  consump- 
tion has  come  within  the  last  few  months,  because  the  canal  opeititions 
have  been  more  active. 

Senator  Morgan.  In  the  biddings  that  you  are  going  to  open  to- 
morrow what  amount  of  coal  do  you  call  for? 

Mr.  Drake.  We  call  for  up  to  125,000  tons,  because  we  expect  that 
during  the  coming  year  we  will  require  more  than  we  have  at  any 
time  heretofore. 

Senator  Morgan.  Has  the  Pocahontas  company  maintained  regu- 
larity of  prices  with  you? 

Mr.  Drake.  Yes,  sir;  they  have  a  uniform  price  at  the  time  they 
make  the  contract. 

Senator  Morgan.  What  is  that? 

Mr.  Drake.  The  price  last  year  was  $2.60  from  April  to  October 
and  $2.65  from  October  to  April. 

Senator  Morgan.  Delivered  where? 

Mr.  Drake.  At  Norfolk;  on  board  steamers  at  Norfolk. 

Senator  Morgan.  Norfolk,  Va.  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  On  board  of  whose  steamers? 

Mr.  Drake.  On  board  of  the  s'teamers  that  we  send  there,  under 
our  transportation  conti-act,  to  carry  to  the  Isthmus.  • 

Senator  Morgan.   You  send  your  own  steamers  there? 

Mr.  Drake.  Not  our  steaniers;  no,  sir. 

Senator  Morgan.  You  charter  steamers? 

Mr.  Drake.  No;  we  make  a  tonnage  contract  with  a  firm  that  have 
steamers,  and  they  send  their  steamers  there  under  that  contract. 

Senator  Morgan.  What  firm  is  that? 

Mr.  Drake.  For  the  last  two  or  three  years  it  has  been  with  the 
Earn  line — the  Earn  Steamship  Line. 

Senator  Morgan.  Is  that  a  line  sailing  under  the  \merican  flag? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  It  is  a  foreign  line? 

Mr.  Drake.  It  sails  under  a  foreign  flag,  sir;  diflTerent  nationalities; 
whatever  ships  they  have  under  charter. 

Senator  Morgan.  Do  you  charter  these  ships,  or  get  the  contracts 
for  freights,  under  biddings? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Annual  biddings? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  You  let  out  a  contract  for  a  year? 

Mr.  Drake.  Yes,  sir. 
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Senator  Morgan.  So  you  buy  the  coal  under  annual  contracts,  and 
you  let  out  the  transportation  under  annual  contracts? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  you  do  not  carry  any  of  it  on  your  own  ships  i 

Mr.  Drake.  No,  sir.  From  these  foreign  lines  we  get  very  low 
rates,  because  the  lines  are  engaged  in  bringing  homeward  to  the 
United  States  ore,  manganese  ore  from  the  south  of  Cuba;  this  gives 
them  a  cargo  out,  and  the  ore  makes  their  cargo  home;  so  that  the 
Earn  Line  have  that  business  to  the  exclusion  of  all  others.  They 
have  a  very  large  contract  of  that  kind,  and  they  are  able  to  make  us 
lower  prices.  For  instance,  last  year  they  made  a  price  of  $1.45  a 
ton  against  other  bids  ranging  as  high  as  fe;  and  this  year  they  have 
made  a  price  so  far  of  $1.65  against  fl.90  to  $2  with  all  the  other  lines. 
So  we  accepted  a  contract  with  them  and  have  continued  it. 

Senator  Morgan.  What  did  you  pay  the  first  j-ear  that  the  Commis- 
sion was  there  for  freights? 

Mr.  Drake.  $1.45. 

Senator  Morgan.  Then  the  second  vear  how  much  i 

Mr.  Drake.  $1.60. 

Senator  Morgan.  What  are  you  going  to  pay  next  yearf 

Mr.  Drake.  I  do  not  know  yet,  sir,  until  the  bids  are  opened,  until 
the  awards  are  made.  Ad  interim,  in  the  interval,  we  are  paying  $1.65. 
The  price  to  Colon  is  very  much  higher  in  the  open  market,  but  we 
expect  to  be  able  to  make  a  contract  at  $1.65. 

Senator  Morgan.  With  this  same  company? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  You  expect  to  make  a  contract  with  the  Pocahontas 
Company  on  the  same  basis  that  j'ou  had  last  year,  do  you  ? 

Mr.  Drake.  No,  sir.  I  believe  coal  has  advanced  somewhat  lately— 
5  or  10  cents  a  ton. 

Senator  Morgan.  Yes.  You  exppct  that  their  bid  will  he  the  top 
of  the  market  for  their  coal? 

Mr.  Drake.  Yes,  sir — as  low  as  to  anybody.  They  make  a  uni- 
form price  to  everybody.     They  never  vary  it  at  all. 

Senator  Morgan.  They  sell  to  every  comer  at  the  same  price? 

Mr.  Drake.  Yes,  sir. '  Our  only  advantage  is.  in  preference  as  to 
delivery  and  regular  sei*vice,  because  we  require  so  much. 

Senator  Morgan.  These  coals  are  not  delivered  in  New  York,  then, 
before  they  are  shipped  to  Colons    . 

Mr.  Drake.  No,  sir.  We  invite  bids  at  all  loading  points — Mobile, 
or  anywhere  where  coal  could  be  delivered,  at  any  Atlantic  or  Gulf 
ports.  We  require  that  thev  shall  furnish  an  analysis  of  their  coal, 
and  give  us  the  price  and  tlie  option  to  take  as  much  as  we  want  of 
126,000  tons,  deliverable,  as  we  call  for  it,  to  steamers  that  we  send 
there  for  it. 

Senator  Morgan.  I  suppose  you  know  to-day  that  the  Pocahontaj« 
Company  will  get  the  contract  to-morrow? 

Mr.  Drake.  No;  I  do  not.  I  know  this,  that  the  Po<*Ahontas  coal 
is  specified  by  the  United  States  Navy.  We  have  a  contract  with  the 
United  States  Navy  to  supply  the  niiival  vessels  with  coal. 

Senator  Morgan.  And  tney  specify  Pocahontas  coal  ? 

Mr.  Drake.  And  they  specify  Poc»hontas  coal,  because  123  United 
States  captains  out  of  127  reported  that  the  tests  of  the  Pocahontas 
coal  showed  the  highest  grade  of  efficiency,  and  for  that  reason  it  is 
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8 referred  as  a  naval  coal.  We  prefer  it  for  the  same  reason  that  the 
[avy  Department  prefers  it.  1  am  not  advertising  the  coal;  I  am 
only  justifying  the  use  of  it. 

Senator  Morgan.  What  reason  exists  why  this  railroad  company 
should  buy  coal  for  the  Navy  ? 

Mr.  Drake.  The  Navy  avail  themselves  of  our  having  it  there  to 
supply  their  vessels.  Thej^  make  a  contract  with  the  railroad  compan  v , 
the  same  as  they  do  at  all  coaling  points  all  over  the  world;  they  puV 
lish  them  annually;  it  is  a  regular  public  document.  They  publish  a 
notice  to  the  United  States  naval  officers  that  they  can  obtain  coal  at 
different  points,  under  arrangements  made  by  the'  Navy  Department, 
of  such  a  quality  and  at  such  a  price,  and  that  if  that  quality  of  coal  is 
sold  at  that  point  any  cheaper  during  the  year  they  must  get  it  cheaper. 

Senator  Morgan.  About  how  man}^  tons  during  each  of  these  two 
years  has  the  Navy  taken  from  you? 

Mr.  Drake.  Various  amounts,  sir;  1  do  not  know  exactly.  During 
troublous  times  down  there  they  took  a  great  deal.  During  the  time 
of  the  strike,  when  the  White  Squadron  went  down  to  the  Caribbean, 
they  relied  almost  entirely  upon  our  people.  We  had  a  very  large 
supply  on  hand,  and  they  went  there  because  they  could  not  get  coal 
elsewhere.  But  we  have  a  regular  contract  with  the  Government  for 
supplying  naval  vessels,  and  we  are  expected  to  supply  them  all  that 
they  call  for. 

iSenator  Morgan.  Is  the  railroad  company  supplying  coal  to  the 
steamers  down  there  in  the  Caribbean,  as  well  as  at  Colon? 

Mr.  Drake.  Colon  is  on  the  Caribbean,  sir. 

Senator  Morgan.  I  know  it  is  on  the  Caribbean;  but  I  speak  of  the 
balance.     Do  they  supply  the  fleet  in  the  Caribbean? 

Mr.  Drake.  Only  wnen  they  go  to  Colon  for  it;  that  is  all,  sir. 

Senator  Morgan."  They  supply  the  station  at  Colon  i 

Mr.  Drake.  That  is  all,  sir. 

Senator  Morgan.  No  more? 

Mr.  Drake.  No  more. 

Senator  Morgan.  But  they  supply  the  steamers  that  run  under 
your  traffic  arrangements  on  the  Pacific. 

Mr.  Drake.  On  the  Pacific,  if  they  call  for  it.  If  they  call  for  it 
they  get  it,  sir,  but  at  a  much  higher  price. 

Senator  Morgan.  You  have  an  understanding  with  them  that  they 
will  call  for  it? 

Mr.  Drake.  Yes;  that  they  may  call  for  it. 

Senator  Morgan.  Have  you  any  understanding  with  them  that  you 
will  supply  them  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  That  they  will  take  it? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  That  is  a  contract,  is  it  not? 

Mr.  Drake.  No,  sir;  just  an  understanding.  We  are  not  obliged  to 
supply  them  at  all.  When  they  call  for  the  coal  and  we  have  it  for 
them  we  give  it  to  them.  There  is  no  obligation  at  all,  but  we  do  give 
it  to  them. 

Senator  Morgan.  You  take  pains  to  be  always  ready  to  supply  the 
coal? 

Mr,  Drake.  We  try  to. 

Senator  Morgan.  les.     You  make  a  profit  out  of  it? 
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Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  How  much  a  .ton  do  you  charge  them  for  that 
coal? 

Mr,  Drake.  The  coal  on  the  Pacific  is  delivered  into  lighters,  so 
there  is  an  extra  seivice  performed,  and  we  charge  them  $8.75  per 
ton. 

Senator  Morgan.  How  much  is  that  above  the  price  for  which  you 
sell  it  to  the  canal? 

Mr.  Drake.  One  dollar  and  seventy -five  cents. 

Senator  Morgan.  $1.76  a  ton? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  How  much  is  it  above  the  price  that  you  sell  it 
for  to  the  citizens  of  Panama? 

Mr.  Drake.  Oh,  it  is  lower.  We  do  not  sell  much  to  the  citizens 
of  Panama;  just  in  small  quantities. 

Senator  Morgan.  But  you  do  sell  it? 

Mr..  Drake.  We  do  sell  it  at  various  prices,  up  to  $10. 

Senator  Morgan.  Have  von  any  competitors  in  the  coal  market  at 
Colon? 

Mr.  Drake.  No,  sir;  no  one. 

Senator  Morgan.  You  have  the  entire  business? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Both  for  citizens  and  Pacific  steamers,  and  naval 
steamers,  United  States  steamers,  and  the  canal? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  It  is  all  in  the  hands  of  this  railroad  corporation? 

Mr.  Drake.  Yes,  sir. 

Senatoi-  Morgan.  And  you  manage  the  whole  business  ? 

Mr.  Drake.  Not  selling  down  there;  I  do  not  have  an3'thing  to  do 
with  the  selling  or  delivery  down  there. 

Senator  Morgan.  But  1  mean  you  manage  the  purchasing  of  the 
whole  business? 

Mr.  Drake.  Oh,  yes,  sir. 

Senator  Morgan.  So  you  do  the  whole  of  it  up  here,  virtually? 

Mr.  Drake.  Yes,  sir;  that  is,  the  railroad  company  does  it  up  here. 
The  railroad  compan}^  does  it.  I  do  not  do  all  of  it.  I  have  control 
of  it,  though;  1  have  charge  of  it. 

Senator  Morgan.  Well,  I  mean,  it  is  under  your  control? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  your  steamers  never  take  any  of  it  out? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  They  always  carry  it  on  these  hulks? 

Mr.  Drake.  These  tramps;  yes,  sir. 

Senator  Morgan.  Are  they  sailing  ships,  or  not? 

Mr.  Drake.  They  are  steam  vessels,  sir. 
I  Senator  Morgan.  Who  regulates  the  price  of  freights  between  New 

York  and  Colon  on  your  steamers  ? 
;  Mr.  Drake.  The  traffic  manager. 

Senator  Morgan.  The  traffic  manager? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Are  they  always  up  with  the  market,  or  below! 
I  Mr.  Drake.  They^  are  always   up  with  the  market.     We  hare  a 

f  regular  tariff  that  we  charge  for  everybody. 
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Senator  Moboan.  But  you  modify  that  to  suit  the  market,  do  you 
notd 

Mr.  Drake.  It  does  not  change.  If  there  is  competition,  and  it  is 
necessary  to  make  lower  rates  to  get  business,  if  we  are  short  of  busi- 
ness and  he  can  get  a  cargo  by  making  a  lower  rate,  he  would  do  it. 

Senator  Morgan.  He  has  done  it,  has  he  not  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  On  frequent  occasions? 

Mr.  Drake.  Well,  I  do  not  think  it  has  been  necessary  to  do  it  fre- 
quently, because  the  business  is  not  large. 

Senator  Morgan.  Then  your  purchasing  agent  is  in  the  market  at 
New  York  for  freights? 

Mr.  Drake.  No,  sir — the  traffic  manager,  I  said. 

Senator  Morgan.  I  mean  your  traffic  manager? 

Mr.  Drake.  Oh,  yes,  sir. 

Senator  Morgan.  He  is  in  the  market  for  getting  goods  for  ship- 
ment? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Do  your  steamers  generally  go  out  loaded  ? 

Mr.  Drake.  They  go  out  full;  yes,  sir. 

Senator  Morgan.  How  do  they  come  back? 

Mr.  Drake.  Recently  they  have  been  coming  back  very  light, 
because  the  business  has  fallen  off  from  the  west  coast,  and  because 
the  business  has  been  divided  by  these  other  lines  that  have  been  put  in. 

Senator  Morgan.  Which  lines — these  lines  that  you  "  mentioned  a 
while  ago? 

Mr.  Drake.  The  Hamburg- American  and  the  Royal  Mail  Steam 
Packet  Company. 

Senator  Morgan.  Those  that  have  the  right  to  transport  freight  at 
25  per  cent  of  the  income  charges  i 

Mr.  Drake.  Yos,  sir.    . 

Senator  Morgan.  So  those  ships  are  in  competition  with  those  of 
the  railroad  now? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  sometimes  the  market  drops,  the  rate  of 
freights  if 

Mr.  Drake.  No;  sometimes — we  can  not  control  what  they  do,  and 
they  may  offer  inducements.  They  undertake  to  maintain  rates; 
they  undertake  to  charge  the  same  rates  that  we  do,  but  they  can  make 
concessions  or  allowances  that  we  can  not. 

Senator  Morgan.  And  they  do  it? 

Mr.  Drake.  Thej^  do  it,  in  the  shape — we  imagine  or  understand 
that  they  do  it  by  paying  commissions. 

Senator  Morgan.  Those  are  rebates  ? 

Mr.  Drake.  No;  they  are  commissions  to  the  agents  to  procure 
business  for  them.  Very  often  the  agents  of  the  steamship  hues  are 
merchants  themselves,  and  they  are  allowed  a  commission  for  getting 
the  business  for  the  other  line.     We  can  not  do  that. 

Senator  Morgan.  What  kind  of  freight  do  you  take  out  from  New 
YorktoC!olon? 

Mr.  Drake.  All  classes  of  freight,  sir.  W^e  carry  out  all  classes  of 
material  for  the  Isthmian  Canal  Commission;  all  of  the  supplies  of  the 
railroad  company;  all  freight  consigned  to  the  Isthmus  by  the  ship- 
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ping  public,  and  all  freight  shipped  to  the  west  coast  of  North  and 
South  America  and  to  San  Francisco. 

Senator  Morgan.  You  carry  the  material  that  is  to  be  u^ed,  all  of 
the  supplies  that  are  to  be  used,  by  the  railway  and  also  by  the  Canal 
Commission?    You  ship  all  of  that  on  your  own  vessels? 

Mr.  Drake.  Yes,  sir;  all  except  what  is  bought  by  the  purcliasing 
department  of  the  Commission,  delivered  at  the  Isthmus  in  some  other 
way. 

Senator  Morgan.  Yes. 

Mr.  Drake.  We  carry  all  that  is  consigned  to  our  line. 

Senator  Morgan.  Yes.  The  railroad  company  has  a  pretty  large 
income  from  this  property  in  which  the  Government  is  not  interested! 

Mr.  Drake.  It  did  have;  it  has  not  had  recently.  The  rates  over 
the  railroad  and  the  rates  over  the  steamship  line  for  account  of  the 
Commission  were  reduced  very  materiall}^  by  Mr.  Wallace  when  he 
was  the  vice-president  and  general  manager,  at  the  same  time  that  he 
was  chief  engineer  of  the  canal,  with  a  view  to  reducing  the  cost  of 
canal  construction;  and  that  business  was  very  unremunerative  to  the 
railroad  and  to  the  steamship  line.  The  rates  were  cut  very  seriously, 
his  idea  being,  as  he  expressed  it — I  believe  he  has  expressed  it  here — 
that  the  railroad,  in  its  operation  now,  should  approximate  as  nearly 
as  possible  to  the  conditions  that  would  prevail  when  the  canal  was  fin- 
ished. He  said  that  he  did  not  care  whether  the  railroj^d  made  a  profit 
or  not.  During  the  time  that  those  reductions  were  in  force  the 
steamship  line  did  not  make  money  out  of  that  business.  Recently, 
because  of  the  effect  on  the  business,  those  rates  have  been  I'estored. 

Senator  Morgan.  Then  the  other  supplies  besides  the  coal  that  was 
bought  for  the  use  of  the  railwav  company,  and  also  for  the  use  of 
the  canal,  are  deliverable  at  New  York? 

Mr.  Drake.  Some  of  them  are  delivered  at  New  York. 

Senator  Morgan.  How  about  the  great  bulk  of  it? 

Mr.  Drake.  You  mean  the  bulk  that  is  bought  for  the  railroad  for 
sale  to  the  canal? 

Senator  Morgan.  Yes. 

Mr.  Drake.  The  great  bulk  of  it  is  bought  delivered  to  our 
steamers  here,  bought  f .  o.  b.  New  York — all  perishable  material  and 

f      consumable  stores. 
Senator  Morgan.  Does  vour  purchasing  agent  there  buj'  in  any 
other  market  besides  New  York  i 

Mr.  Drake.  All  over  the  United  States  and  Europe — anywhere 
where  he  can  buy  the  cheapest. 
Senator  Morgan.  Well,  does  he  buy? 

Mr.   Drake.    Yes,  sir.     He  just  bought,  the  other  daj',  $4(>,0CH) 
■  worth  of  iron  in  Europe? 

\  Senator  Morgan.  In  Europe? 

i  Mr.  Drake.  Yes,  sir;  and  just  before  I  came  away  he  was  placing 

I  another  contract  abroad. 

Senator  Morgan.  What  kind  of  iron  was  that? 

Mr.  Drake.  Miscellaneous — all  grades  of  iron. 

Senator  Morgan.  All  grades? 

Mr.  Drake.  Yes,  sir;  bar  iron  principallv. 

Senator  Morgan.  Principally  bar  iron.  '  What  did  it  cost? 

Mr.  Drake.  I  do  not  know,  sir. 
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Senator  Morgan.  You  do  not  know  ? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  You  have  not  audited  that  purchase  yet? 

Mr.  Drake.  Well,  if  I  had  I  would  not  remember  it,  sir.  It  was 
competitive,  and  an  award  was  made.  1  can  not  carr}^  everything  in 
my  mind,  sir. 

Senator  Morgan.  You  found  a  cheaper  market  in  Europe  than  you 
could  tind  in  the  United  States? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Or  than  you  could  find  in  New  York — which 
was  it? 

Mr.  Drake.  Anywhere.  He  bought  the  material  delivered  at 
Colon  cheaper  in  Europe  than  he  coula  buy  it  an3'where  else. 

Senator  Hopkins.  What  material  i 

Mr.  Drake.   Bar  iron. 

Senator  Morgan.  All  descriptions  of  bar  iron  used  down  there. 
Well,  do  you  buy  any  provisions,  food,  or  anything  of  that  sort  for 
the  Isthmus? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Clothing? 

Mr.  Drake.  Everything — anything  that  is  called  for  by  our  com- 
missary department.  The  commissary  department  of  the  railroad  is 
a  very  large  plant  now,  and  we  buy  everything  that  is  called  for,  for 
sale  to  the  employees  of  the  railroad  company  or  of  the  Commission. 

Senator  Morgan.  Then  the  purchasing  agent  of  the  railroad  ^com- 
pany buys  for  the  Commission  and  also  for  the  railroad? 

Mr.  Drake.  He  buys  for  the  railroad  companv's  commissaries,  sir, 
which  sell  down  there  to  the  employees-of  the  railroad  and  of  the  Com- 
mission. The  railroad  company  is  conducting  the  commissary  depart- 
ment entirely. 

Senator  Morgan.  Entirely  ? 

Mr.  Drake.  Entirely;  yes,  sir. 

Senator  Morgan.  Doing  all  the  feeding  that  is  done  there  of  the 
laborers  on  the  canal? 

Mr.  Drake.  Selling  all  that  is  sold  for  account  of  the  railroad  com- 
pany.    They  do  not  have  to  buj^  there;  they  may,  though. 

Senator  Morgan.  They  do  not  have  to  buy  at  the  commissaries,  you 
mean? 

Mr.  Drake.  They  are  not  obliged  to.  They  can  bu}^  anywhere  they 
like,  but  they  have  the  right  to  buy  at  the  commissary  if  they  want  to. 

Senator  Morgan.  I  understand,  but  all  of  the  commissary  supplies 
that  are  furnished  to  the  people  down  there  of  every  class  are  furnished 
through  the  purchasing  agent  of  the  railroad  company  i 

Mr.  Drake.  That  is  right,  sir. 

Senator  Morgan.  Does  tne  railroad  company  charge  freight  on 
these  things? 

Mr.  Drake.  They  add  to  the  cost  of  the  articles  purchased  here, 
delivered  to  the  steamship  line,  transportation  to  Colon,  and  then  a 
small  percentage — 20  per  cent,  I  think— to  cover  the  unloading  from 
the  steamer  and  the  handling  and  the  sale  and  the  distribution. 

Senator  Morgan.  1  will  take  supplies  for  conimissary  purposes  as  an 
illustration;  say  that  they  cost  a  tnousand  dollars. 

Mr.  Drake.  Yes,  sir. ' 
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Senator  Mokgan.  You  ship  them  to  Colon.  Now,  give  us  the 
expenses  upon  that  thousand  dollars'  worth  of  supplies  oy  the  time 
you  get  them  out  into,  say,  Culebra. 

Mr.  Drake.  A  thousand  dollars — I  will  have  to  let  that  represent  a 
quantity. 

Senator  Morgan.  Yes. 

Mr.  Drake.  We  will  say  it  represents  a  ton. 

Senator  Morgan.  Yes;  say  it  is  a  ton. 

Mr.  Drake.  A  ton  of  material;  it  would  cost  a  thousand  dollars 
delivered  to  our  steamer  at  Pier  57,  North  River.  It  would  cost  $5 
for  the  railroad  company,  which  has  a  rate  of  its  own  for  its  own  sup- 
plies; the  railroad  company  charges  itself  uniformly  $5  a  ton.  That 
would  be  $1,005. 

Senator  Morgan.  Yes. 

Mr.  Drake.  Then  to  that  would  be  added  20  per  cent,  which  would 
make  approximately  $1,200  as  the  cost  of  the  material  laid  down  at 
Culebra,  and  it  would  be  sold  at  $1,200. 

Senator  Morgan.  Now,  these  are  supplies  bought  for  the  commis- 
saries? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Which  are  controlled  by  the  railroad? 

Mr.  Drake.  Entirely. 

Senator  Morgan.  And  when  they  are  sold  to  the  Isthmian  Canal 
Commission,  or  to  the  purchasers  there,  they  go  at  the  rate  of  $1,200 
for  every  thousand  that  is  bought?     . 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  That  is  about  a  fair  average? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Is  there  much  of  that  done? 

Mr.  Drake.  We  have  a  very  large  stock  of  material  on  hand  now. 

Senator  Morgan.  W^here? 

Mr.  Drake.  At  the  Isthmus.  The  coal  and  supplies  in  transit  to 
the  Isthmus  now,  and  the  amount  of  commissary  stores  on  the  Isthmus, 
amount  to  very  nearly  half  a  million  dollars. 

Senator  Morgan.  And  when  you  have  delivered  that  into  the  hands 
of  the  Commission  for  its  uses,  it  will  go  at  the  rate  of  20  per  cent 
added  for  all  contingencies  and  freight? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Twenty  per  cent  besides  freight? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  If  the  railroad  company  was  an  independent  body, 
it  would  be  doing  a  pretty  lively  trade  on  that,  would  it  not? 

Mr.  Drake.  The  business  has  developed  very  much  lately,  bat  it  is 
exceptional.     It  has  developed. 

Senator  Morgan    1  mean  the  mte  of  profit  on  that  investment. 

Mr.  Drake.  No,  sir;  there  is  not  any  great  profit  in  handling  it. 
The  purpose  is  to  get  it  as  near  cost  as  possible — as  near  the  cost  as 
possible  to  the  Commission.  The  Commission  is  availing  of  the  facil- 
ities of  the  railroad  company  for  that  purpose. 

Senator  Morgan.  Where  are  these  provisions  bought  that  your 
purchasing  agent  sends  out  there? 

Mr.  Drake.  All  over  the  United  States,  sir. 

Senator  Morgan.  Delivered  in  New  York? 
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Mr.  Drake.  Not  necessarily;  they  may  be  delivered  at  New  Orleans. 

Senator  Morgan.  Well,  what  is  the  fact  about  it? 

Mr.  Drake.  The  fact  is  that  there  is  a  purchasing  agent  in  New 
Orleans  as  well,  one  at  Tacoma,  and  so  on. 

Senator  Morgan.  There  is  a  purchasing  oflScer  there,  but  what  is 
the  fact  about  the  delivery  of  it? 

Mr.  Drake.  The  material  is  bought  delivered  at  one  of  those  ports. 
If  it  is  bought  delivered  at  New  York 

Senator  Morgan.  What  proportion  of  it  is  delivered  at  New  York 
as  compared  with  all  other  ports? 

Mr.  Drake.  A  very  large  proportion. 

Senator  Morgan.  About  how  much? 

Mr.  Drake.  Easil}^  80  per  cent  of  it. 

Senator  Morgan.  Eighty  per  cent? 

Mr.  Drake.  Yes,  sir;  easily. 

Senator  Morgan.  Then  80  per  cent  of  all  the  supplies  of  every  kind 
that  are  bought  for  the  Isthmus 

Mr.  Drake.  Commissary  supplies. 

Senator  Morgan  (continuing).  Very  good;  that  includes  provisions 
of  every  character? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan  (continuing).  Eightv  per  cent  of  that  is  bought  in 
New  York? 

Mr.  Drake.  Bought  in  the  markets  and  forwarded  through  New 
York.  It  may  be  lK)ught  anywhere.  It  may  be  bought  in  Spring- 
field, or  it  may  be  bought  in  Duluth,  or  it  may  be  bought  in  Chicago, 
or  it  may  be  iJought  in  Pittsburg,  or  bought  anywhere. 

Senator  Morgan.  But  your  purchasing  agent  makes  a  contract  in 
New  York? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  The  man  supplies  it  there? 

Mr.  Drake.  He  invites  bids,  and  he  makes  the  award  to  the  man 
who  makes  the  lowest  bid,  wherever  he  may  be. 

Senator  Morgan.  The  brokers  supply  him,  I  suppose— brokers  and 
others? 

Mr.  Drake.  No,  sir;  he  buys  as  nearly  as  he  can  of  the  mills — of  the 
principals. 

Senator  Morgan.  The  proposition  is,  however,  that  80  per  cent,  at 
lea^t,  of  the  supply  of  commissaries  is  obtained  in  New  York,  and  it  is 
obtained  by  your  purchasing  agents  from  persons  in  New  York — 80 
per  cent  of  it? 

Mr.  Drake.  No,  sir.  I  said  that  80  per  cent  of  the  supplies  were 
bought  by  the  agent  in  New  York,  and  he  buys  them  in  New  York 
from  people  wherever  they  may  be  throughout  the  country. 

Senator  Morgan.  And  you  have  $500,000  in  store  now? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Does  that  include  coal? 

Mr.  Drake.  Yes,  sir.     We  have  a  large  quantity^  of  coal  on  hand. 

Senator  Taliaferro.  I  notice  in  the  minutes  of  the  directors'  meet- 
ing of  January  19,  1906,  Mr.  Drake,  some  account  of  the  sale  of  648 
4i  per  cent  first-mortgage  bonds. 

Mr.  Drake.  Six  hundred  and  twenty-eight. 
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Senator  Taliaferro.  Six  hundred  and  twenty -eight.  The  minutes 
8eem  to  show  that  those  bonds  were  sold  because  the  railroad  com- 
pany was  in  stress  for  money. 

Mr.  Drake.  Yes,  sir. 

Senator  Taliaferro.  And  that  thev  were  redeemed,  bought  in 
again,  and  restored  to  the  treasur^^  of  tne  company,  because  Congress 
had  appropriated  money  for  the  Commission,  and  the  railroad  com- 
pany nad  received  assistance  from  that  source.     Is  that  corrects 

Mr.  Drake.  Yes,  sir;  to  this  extent:  That  the  Commission,  being 
out  of  funds  and  owing  the  milroad  company  something  like  a  half 
million  dollars  or  more  up  to  that  time,  had  not  paid  its  bills  to  the 
railroad  company.  The  company  needed  money.  It  had  to  pay  for 
the  supplies  and  for  the  purposes  of  its  operations;  and  the  board  of 
directors  authorized  the  sale  of  the  bonds  that  were  in  the  treasury  to 
raise  that  money  after  efforts  had  been  made  to  borrow  money  on 
them. 

Senator  Taliaferro.  Will  you  show  me  in  the  minutes  where  that 
authority  was  given  for  the  sale  of  those  bonds  ? 

Mr.  Drake.  Shall  I  read  it,  sir? 

Senator  Taliaferro.  Yes,  sir. 

Mr.  Drake.  The  financial  condition — this  was  at  the  previous  meet- 
ing—the meeting  of  November  8. 

Senator  Taliaferro.  Just  read  the  part  of  it  that  authorizes  the 
sale  of  the  bonds,  Mr.  Drake;  you  need  not  read  the  entire 
proceedings. 

Mr.  Drake  (reading).  ^^  Resolved^  That  the  executive  officers  l>e, 
and  they  are  hereby,  authorized  to  sell  the  628  Panama  Railroad  4^ 
per  cent  20-year  sinking-fund  gold  bonds  now  held  in  the  Treasury  at 
as  favorable  a  price  as  possible,  but  not  less  than  lOH,  the  proceeds 
thereof  to  be  applied  to  the  purchase  of  equipment  and  the  improve- 
ment of  the  company's  facilities.     And  be  it  further  resolved'" 

Senator  Taliaferro.  That  is  sufficient;  that  seems  to  be  the  author- 
ity.    Now  turn  to  the  repurchase  of  the  bonds. 
'Mr.  Drake.  Yes,  sir  [turning  to  page  referred  to]. 

Senator  Taliaferro.  Does  that  set  up  the  precise  reason  for  the 
reourchase  of  those  bonds? 

Mr.  Drake.  Yes,  sir — "that  subsequently  Congress  had  made 
appropriations  by  which  the  Isthmian  Canal  Commission  was  able  to 
pay  its  indebtedness  (in  part)  to  this  compan}%  and  it  was  determined 
advisable  to  repurchase  said  bonds  at  105  and  interest^  or  to  redeem  an 
equal  amount  at  105  at  the  next  interest  date  if  repurchase  were 
impracticable;  that  the  repurchase  at  105  had  been  consummated,  and 
that  the  bonds  were  now  again  in  the  treasury.  On  motion  the  action 
of  the  executive  officers  so  recorded  was  approved  and  adopted.'* 

Senator  Taliaferro.  Did  the  officers  of  the  company,  or  the  mem- 
bers of  the  board  of  directors,  or  the  board  itself  receive  any  com- 
munication from  the  Secretary  of  War  directing  the  repurchase  of 
those  bonds? 

Mr.  Drake.  Yes,  sir;  I  personally  received  directions  from  the 
Secretai'y  of  War  to  repurchasse  the  bonds. 

Senator  Taliaferro.  Do  your  minutes  show  that? 

Mr.  Drake.  No,  sir. 

Senator  Taliaferro.  Why  not,  Mr.  Drake? 
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Mr.  Drake.  Because  I  believe  the  instructions  to  repurchase  them 
were  given  to  Mr.  Shonts;  they  were  communicated  to  nim  first. 

Senator  Morgan.  Were  the  instructions  to  repurchase  given  prior 
to  the  repurchase  if 

Mr.  Drake.  Oh,  yes,  sir. 

Senator  Taliaferro.  Did  not  those  instructions  have  something  to 
do  with  the  repurchase  of  the  bonds? 

Mr.  Drake.  Yes,  sir;  undoubtedly. 

Sen^r  Taliaferro.  Why  do  you  set  up  the  other  reason,  then? 

Mr.  jDrake.  These  are  the  reasons  stated  by  the  president. 

Senator  Morgan.  What  president  do  you  mean  ? 

Mr.  Drake.  Mr.  Shonts. 

Senator  Taliaferro.  W^hat  I  want  to  know,  Mr.  Drake,  is  this: 
Were  those  ))onds  repurchased  and  restored  to  the  treasury  of  the  com- 
pany because  of  the  order  of  the  Secretary  of  War,  or  was  it  because 
30U  had  no  further  use  for  the  money  arising  from  the  sale  of  the 
bonds,  as  your  minutes  set  up? 

Mr.  Drake.  Oh,  we  needed  the  money;  we  needed  the  money,  but 
we  procured  it  through  the  payment  by  the  Commission  of  its  indebt- 
edness, and  because  I  had  received  instructions  from  Mr.  Shonts, 
vhich  had  been  communicated  to  him,  I  understand,  from  the  Secre- 
tary of  War,  to  repurchase  the  bonds.  * 

Senator  Taliaferro.  Now,  which  was  the  reason  for  the  repurchase 
of  the  bonds;  the  instruction  of  the  Secretary  of  War 

Mr.  Drake.  The  repurchase  of  the  bonds  was  because  the  Secretary 
of  War  believed,  and  stated,  I  understand,  that  the  board  of  directors 
had  no  right  to  increase  the  funded  indebtedness  of  the  railroad. 

Senator  Taliaferro.  Exactly. 

Mr.  Drake.  Without  an  act  "of  Congress. 

Senator  Taliaferro.  Exactly. 

Mr.  Drake.  Because  it  would  be  increasing  the  public  debt. 

Senator  Taliaferro.  That  was  the  reason  of  the  repurchase  of  those 
bonds,  the  true  reason? 

Mr.  Drake.  That  was  the  reason,  the  underlying  reason;  yes. 

Senator  Taliaferro.  Why  do  not  3'our  minutes,  when  they  pretend 
to  set  up  your  reasons  for  action,  set  up  the  real  reasons? 

Mr.  Drake.  Because  1  am  stating  what  I  believe  to  be  the  reason 
that  controlled  it.  I  only  know  that  by  hearsay,  and  this  was  the 
reason  that  was  given  for  the  repurchase.  This  is  a  true  record  of 
the  reason  and  of  the  authority. 

Senator  Morgan.  Did  that  project  of  selling  the  bonds  originate 
with  the  executive  committee? 

Mr.  Drake.  No,  sir;  it  was  by  the  board.  The  resolution  was 
adopted  at  the  meeting  of  the  board  of  directors. 

Senator  Morgan.  Who  oflFered  the  resolution  ? 

Mr.  Drake.  It  does  not  recite,  sir. 

Senator  Morgan.  You  do  not  remember? 

Mr.  Drake.  It  does  not  recite,  and  I  do  not  remember;  no,  sir.  It 
is  not  customary,  and  it  never  has  been,  to  give  the  names  of  the 
movers  and  seconders. 

Senator  Morgan.  Yes;  I  know.     How  much  did  that  transaction 
cost  the  Government  i 
po— VOL  a— 06 68 
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Mr.  Drake.  The  bonds  were  sold  at  105  and  accrued  interest  to 
the  date  of  the  sale.  They  were  boug-ht  hack  at  105  and  accrued  inter- 
est to  the  date  of  the  repurchase.     It  cost  the  difference  in  interest. 

Senator  Morgan.  Wiiat  was  the  accrued  interest  to  the  date  of  the 
sale? 

Mr.  Drake.  It  was  from  the  1st  of  October  to,  I  think,  some 
day  in  November;  and  the  repurchase  was  later,  early  in  December, 
ani  it  would  be  the  difference  in  interest,  which  would  have  to  be  cal- 
culated. ^ 

Senator  Morgan.  You  would  have  to  make  calculations  to  arrive 
at  it? 
•    Mr.  Drake.  Yes,  sir.     I  am  not  much  of  an  accountant. 

Senator  Morgan.  Why  was  accrued  interest  counted  on  the  lionds 
at  the  date  of  the  sale  ? 

Mr.  Drake.  Because  it  is  customary;  it  was  a  very  much  better 
bargain  in  that  way.  I  was  endeavoring  to  make  as  good  a  l>argain  as 
I  could.  Ordinarily,  when  bonds  are  sold  in  the  open  market,  a  flat 
(}uotation  is  given  that  covers  all  accretions  with  the  bondvs.  For 
instance,  if  a  bond  is  quoted  in  the 

Senator  Morgan.  Did  you  sell  the  bonds  personally  ? 

Mr.  Drake.  I  did,  sir;  by  competition,  competition  between  three 
of  the  largest  houses  in  the  street.  J.  P.  Morgan  &  Co.,  William  Reid 
&  Co.,  and  McKean  &  Co. 

Senator  Morgan.  Was  there  any  arrangement  made  by  which  the 
bonds  were  to  be  redelivered  in  the  event  that  the  company  wanted 
them  back^ 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  It  was  a  square  and  fair  sale? 

Mr.  Drake.  Absolutely,  sir;  but  then  the  company,  by  the  terms 
of  the  mortgage,  may  call  in  the  bonds  on  anj-  interest  date  at  105. 

Senator  Morgan.  Yes. 

Mr.  Drake.  Or  it  may  redeem  the  whole  issue  at  105  on  any  inter- 
est date. 

Senator  Taliaferro.  When  the  chairman  of  the  board,  the  pi'esi- 
dent  of  the  compan3%  made  that  report,  you  were  satisfied^  Mr.  Drake, 
that  the  underlying  reason  for  the  repurchase  of  those  bonds  was  the 
order  of  the  Secretary  of  War? 

Mr.  Drake.  I  am,  sir. 

Senator  Taliaferro.  Did  it  occur  to  you  as  unusual  that  you  should 
set  up  in  your  minutes  one  reason  when  you  knew  that  the  real  reason 
was  not  expressed  ? 

Mr.  Drake.  Our  minutes  record  what  transpires  at  a  meeting,  Mr. 
Taliaferro. 

Senator  Taliaferro.  It  did  not  occur  to  you,  then,  that  the  real 
reason  was  not  being  given  for  the  repurchase  of  the  bonds  i 

Mr.  Drake.  No,  sir. 

Senator  Taliaferro.  Will  you  turn  to  the  minutes  of  your  meeting 
of  November  8  i 

Mr.  Drake.  Yes,  sir.     (Turning  to  page  referred  to.) 

Senator  Taliaferro.  In  a  letter  to  Mr.  Shonts,  under  date  of 
December  19,  1905,  the  Secretary  of  War  says,  in  part,  quoting  from 
his  letter: 

'^  I  beg  to  call  your  attention  to  one  thing  in  the  record  thus  shown: 
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On  page  2  of  the  minutes  of  the  meeting  of  the  board  of  directors  of 
November  8  it  is  said: 

'"That  after  considering  all  the  aspects  of  the  case  with  Mr.  Mar- 
ket, the  latter  had  agreed  to  the  cancellation  of  the  contract  previous 
to  it  becoming  effective  and  without  any  obligation  on  the  part  of  the 
company  to  reimburse  him  either  for  his  services  or  his  actual  expenses, 
which  latter  amounted  to  $5,745.97.'" 

Where  does  that  quotation  appear  in  your  minutes  of  that  date? 

Mr.  Drake.  It  does  not  appear,  sir,  and  there  is  no  reason  why  it 
should. 

Senator  Taliaferro.  How  did  the  Secretary  of  War  happen  to  get 
hold  of  that  if  it  was  not  a  part  of  your  minutes? 

Mr.  Drake.  I  will  try  to  explain  it  to  you.  The  minutes  of  the 
meeting  were  taken  down  by  the  first  assistant  secretary,  who  acts  as 
the  secretary  of  the  meeting.  I  am  a  director  of  the  board,  and  as 
secretary  I  sit  back  and  take  part  in  the  proceedings  of  the  meeting. 
He  is  delegated  because  he  is  a  stenograpner  and  can  take  the  work 
down — take  down  the  minutes  of  the  meeting.  He  takes  down  some 
notes.     He  is  in  and  out  of  the  board,  and  goes  on,  hears  what  is 

foing  on,  and  makes  his  notes,  and  thereafter  draws  up  a  draft  of 
is  understanding  of  what  transpired  at  the  meeting.  That  draft  had 
been  prepared  of  the  meeting  of  November  8.  It  was  in  his  files  to 
be  revised.  Before  it  had  been  revised  or  submitted  to  a  subsequent 
meeting  of  the  board  for  approval  a  copy  of  it  was  called  for  by  the 
Isthmian  Canal  Commission,  and  it  was  sent  to  the  Isthmian  Canal 
Commission.  That  was  because  there  were  several  other  things  done 
at  the  meeting. 

Senator  Taliaferro.  Just  there,  Mr.  Drake — who  sent  that  copy? 

Mr.  Drake.  Mr.  Rossbottom,  the  first  assistant  secretary. 

Senator  Taliaferro.  Was  the  call  made  on  him  for  the  copy  ? 

Mr.  Drake.  It  was,  sir. 

Senator  Taliaferro.  You  may  proceed  now. 

Mr.  Drake.  And  it  was  an  unapproved  draft.  It  should  not  have 
gone  out  of  the  office.  It  was  erroneous  in  every  way.  It  had  not 
been  passed  on  by  anybody,  but  it  was  just  the  draft  made  by  the  first 
assistant  secretary,  and  was  sent  to  the  office  of  the  Commission  here 
and  was  forwarded,  I  understand,  to  the  Secretary  of  War;  I  under- 
stand since  that  it  was  forwarded  to  the  Secretary  of  War  as  a  true 
copy  of  the  minutes  of  that  meeting.  As  a  matter  of  fact,  it  was 
absolutely  incorrect;  it  did  not  recite  what  had  occurred  and  would 
not  have  been  approved  by  the  board,  and  was  not  approved  by  the 
board  at  its  next  meeting.  The  actual  minutes  of  what  was  actually 
done  and  what  was  actually  said  are  now  recorded,  and  are  connect. 
That  draft  should  never  have  seen  the  light  of  day  outside  of  the  office, 
because  it  was  not  correct  and  had  not  been  revised. 

Senator  Taliaferro.  Is  the  young  man  still  in  the  service  of  the 
company  ? 

Mr.  Drake.  Oh,  yes,  sir;  yes,  sir;  he  was  over  here. 

Senator  Taliaferro.  Do  you  regard  him  a  proper  man  to  continue 
in  the  employment  of  the  company? 

Mr.  Drake.  Yes,  sir;  I  do,  sir;  I  think  he  is  one  of  the  most  effi- 
cient men.  He  has  been  with  the  company  as  long  as  I  have.  I  think 
he  is  generally  regarded  as  a  very,  very  efficient  man. 
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Senator  Taliaferro.  How  do  you  account,  then,  for  his  sitting  at 
a  meeting  and  preparing  minutes  that  set  up  things  that  never 
occurred  i 

Mr.  Drake.  It  was  an  error.  We  are  all  liable  to  error,  and  it  was 
a  mistake  on  his  part,  a  misunderstanding,  because  he  was  not  at  the 
meeting  continuously  and  he  relied  upon  the  correction  to  be  made 
later. 

Senator  Taliaferro.  If  it  never  occurred,  then,  it  must  have  been 
a  creation  of  his,  Mr.  Drake. 

Mr.  Drake.  The  error  is  one  of  omission;  he  did  not  state  in  that 
draft  all  that  transpired. 

Senator  Taliaferro.  Point  out  to  me  anything  in  the  minutes  that 
is  stated  here  in  this  draft  that  was  sent  to  the  Secretary  of  War 
that  I  have  just  read  to  you.  In  other  woi-ds,  if  this  is  not  an  abso- 
lute creation  of  the  man  who  acted  as  secretary  of  that  meeting,  point 
out  to  me 

Mr.  Drake.  There  is  no  doubt  in  the  world.  Senator  Taliaferro,  but 
what  that  was  what  he  wrote  of  what  he  thought  had  transpired. 
There  is  no  doubt  in  the  world  of  that;  but  it  did  not  record  what  bad 
transpired,  except,  perhaps,  in  part. 

Senator  Taliaferro,   well,  did  it  record  what  did  not  transpire i! 

Mr.  Drake.  What  occurred  is  what  is  recorded  here  [indicating 
minute  book]. 

Senator  Taliaferro.  Did  it  not  record  what  did  not  transpire  ? 

Mr.  Drake.  Well,  it  did  not  record  at  all.  It  was  a  minute;  it  was 
a  story,  a  report  that  he  wrote  of  his  understanding  of  what  transpired. 

Senator  Taliaferro.  I  am  speaking  of  his  record. 

Mr.  Drake.  Yes,  sir;  have  you  a  copy  of  what  he  wrote?  It  was 
not  preserved.  • 

Senator  Taliaferro.  I  have  read  it  to  you. 

Mr.  Drake.  I  thought  you  read  what  the  Secretary  of  War  had 
written. 

Senator  Taliaferro.  I  have  read  the  Secretary's  quotation. 

Senator  Simmons.  Let  me  ask  you  a  question.  You  said  he  was  a 
stenographer.  Did  he  take  that  down  contemporaneously  with  the 
occurrence? 

Mr.  Drake.  No,  sir. 

Senator  Simmons.  Or  did  he  take  it  down  after  he  went  out  of  the 
meeting,  at  some  subsequent  time? 

Mr.  Drake.  He  wrote  it  after  he  had  gone  out  of  the  meeting. 
For  instance,  let  us  say  that  this  is  a  meeting  of  the  board.  He  takes 
down,  not  as  this  gentleman  [indicating  the  committee  stenographer] 
is  taking  down,  not  consecutively,  but  he  takes  down  the  action,  and 
then  he  writes  out  a  description. 

Senator  Simmons.  Do  you  mean  that  he  made  notes  of  the  action 
and  then  wrote  them  out  afterwards  i 

Mr.  Drake.  Partly.  Then  he  goes  to  his  desk  and  sits  down  and 
writes  what  he  understands  took  place  at  the  meeting,  and  that  draft 
is  submitted  to  the  board  at  a  subsequent  meeting,  and  if  it  is  correct 
it  follows  the  usual  course  of  the  minutes;  if  his  statement  is  correct 
it  is  approved;  if  it  is  not  correct  it  is  not  approved;  it  is  rejected  and 
he  is  obliged  to  rewrite  the  minutes. 

Senator  Hopkins.  Well,  Mr.  Drake,  if  that  man  is  a  shorthand 
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reporter,  and  if  he  is  an  efficient  man,  as  3'ou  claim  him  to  be,  how  is  it 
possible  for  him  to  get  an  erroneous  statement  of  what  takes  place? 

Mr.  Drake.  Because  he  was  not  continuously  at  the  meeting,  sir; 
and  because  he  wrote  what  his  impression  was.  He  did  not  take— I  do 
not  want  the  committee  to  understand  that  he  took  consecutive  notes, 
such  as  are  being  taken  here. 

Senator  Hopkins.  But  what  do  you  have  a  secretary  in  there  for, 
if  it  IS  not  to  take  down  what  occurs  i  You  say  3'ou  have  a  stenogra- 
pher there  for  the  purpose  of  having  accurate  information 

Mr.  Drake.  No;  I  say  he  is  a  stenographer,  and  he  does  take  notes. 

Senator  Hopkins.  Well,  you  have  him  take  down  in  shorthand,  at 
each  meeting,  what  takes  place? 

Mr.  Drake,  The  action  that  is  had  at  the  meeting. 

Senator  Hopkins.  Yes:  and  that  is  written  out? 

Mr.  Drake.  Yes,  sir. 

Senator  Hopkins.  Now,  if  that  is  his  business  at  your  meetings,  what 
would  occasion  his  getting  up  and  absenting  himself  when  you  are 
conducting  your  business  there? 

Mr.  Drake.  Because  he  is  sent  out  for  books  and  for  papers:  he  is 
the  messenger  of  the  board.  He  is  in  and  out  of  the  room  all  the 
time,  and  he  did  not — it  is  perfectly  plain  that  he  did  not — take  notes 
of  this  action,  and  that  he  did  make  an  erroneous  record  of  it,  and  that 
it  was  corrected  at  the  ver}'  first  opportunity.  The  Commission  has 
since  this  incident  adopted  the  system  of  marking  its  similar  drafts, 
printing  at  the  head  of  them  ''  Unapproved  draft;'  and  for  that  very 
reason  I  have  not  brought  to  this  committee  to-day  the  unapproved 
draft  of  the  minutes  of  April  2,  because  there  might  be  just  such 
errors  in  them. 

Senator  Hopkins.  1  can  not  understand,  under  your  own  statement, 
how  you  can  get  an  erroneous  statement  there  if  you  have  an  efficient 
man  there,  as  you  claim  him  to  be,  and  he  is  a  good  stenographer  and 
transcribes  everything  that  takes  place. 

Mr.  Drake.  He  does  not;  1  have  repeatedly  stated,  sir,  that  he  did 
not.  He  does  not  take,  he  never  has  taken,  a  stenographic  report  of 
the  language.  He  makes  notations  of  what  occurs.  He  is  tne  one 
who  reads  all  the  communications 

Senator  Hopkins.  How  much  time  intervenes  from  one  meeting  to 
another? 

Mr.  Drake.  The  meetings  now  are  quarterly,  unless  special  meet- 
ings are  called. 

Senator  Hopkins.  Then  the  members  of  the  board  have  no  memo- 
randa, and  they  just  depend  on  their  loose  memory  as  to  whether  the 
report  is  correct  or  not?     Is  that  it^ 

Mr.  Drake.  That  is  just — there  was  an  interval  of  that  kind,  and 
it  was  during  that  interval  that  the  unapproved  draft  got  out. 

Senator  Hopkins.  Then  the  members  of  the  board,  according  to  your 
statement,  do  not  know  whether  they  are  made  a  correct  report  or  not, 
do  they  ? 

Mr.  Drake.  Not  in  the  way  you  present  it,  but  that  is  not  the  fact. 

Senator  Hopkins.  That  is  the  way  you  conduct  your  business,  is  it 
not? 

Mr.  Drake.  No,  sir;  not  at  all.  Our  business  is  conducted  very  care- 
fully indeed — very  carefully  indeed.     We  never  have  had  anything 
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like  this  before,  and  the  young  man  can  speak  for  himself.  He  can  be 
called  l)efore  the  committee  and  can  explain  it.  I  can  not  explain 
another  mane's  action,  except  that  he  did 

Senator  Hopkins.  Well,  1  know;  but  here  you  say  that  a  man  who 
was  a  shorthand  reporter,  and  taking  these  notes,  just  stepping  in  and 
out,  has  made  an  egregious  blunder. 

Mr.  Drake.  And  it  was  corrected  at  the  very  first  opportunity. 

Senator  Hopkins.  You  say  he  put  down  things  that  did  not  oi*cur. 
Now,  take  your  regular  reports — if  you  gentlemen  who  sit  around  the 
directors'  board  there  make  no  minute  of  what  takes  place,  how  can 
you  remember  every  detail  three  months  hence  when  you  come  to 
approve  the  report? 

Mr.  Drake.  This  was  a  very  important  action,  and  it  evidences  how 
we  can  do  it,  because  all  of  them  knew  right  away  the  moment  it  was 
called  to  the  attention  of  the  different  members  of  the  committee. 
The  moment  it  was  called  to  Mr.  Shonts's  attention  by  the  Secretary  of 
War  he  said,  ""That  is  wrong.''  He  told  him  so  immediately.  The 
moment  it  was  called  to  my  attention  I  said,  ''That  is  wron^."  The 
moment  it  was  called  to  Colonel  Edwards's  attention  he  said  it  was 
absolutely  wrong.  The  moment  it  was  called  to  Mr.  Cromwell's  atten- 
tion he  said  it  was  wrong.  So  it  shows  we  were  all  competent  to  cor- 
rect it,  and  that  it  was  corrected. 

Senator  Taliaferro.  You  state  to  the  committee,  Mr.  Drake,  that 
this  man  has  been  appointed  first  assistant  secretary 

Mr.  Drake.  Yes,  sir. 

Senator  Taliaferro  (continuing).  Of  this  company  be<*ause  he  is 
a  stenographer^ 

Mr.  Drake.  No,  sir;  I  did  not  say  that.  I  said  he  acted  as  secre- 
tary of  the  committee  because  he  was  a  stenographer. 

Senator  Taliaferro.  The  difference  is  between  acting  and  appoint- 
ing, then  i  Your  correction  is  that  he  was  not  appointed  first  assistant 
secretary  because  he  was  a  stenographer,  but  that  he  acted  as  first 
assistant  secretary  because  he  was  a  stenographer? 

Mr.  Drake.  He  was  elected  first  assistant  secretary,  and  he  acts  as 
secretary  of  the  board  because  he  is  a  stenographer. 

Senator  Taliaferro.  And  you  say  he  is  a  reliable  man  and  a  com- 
petent man  ? 

Mr.  Drake.  Yes,  sir;  undoubtedly. 

Senator  Taliaferro.  And  you  admit  that  he  has  written  down  as  a 
record  of  one  of  your  meetings  something  that  did  not  occur  at  the 
meeting? 

Mr.  Drake.  I  admit  that  he  made  an  erroneous  report  or  draft  of 
what  occurred  at  the  meeting. 

Senator  Taliaferro.  This  quotation  that  the  Secretary  gives  in  his 
letter  to  Mr.  Shonts  did  not  occur  at  your  meeting— the  language^ 

Mr.  Drake.  Y'ou  gave  me  that  once  to  read,  sir,  and  I  did  not  read  it. 

Senator  Taliaferro.  I  handed  it  to  you;  I  presumed  you  read  it 

Mr.  Drake.  I  did  not  have  an  opportunity  to  read  it. 

(Mr.  Drake  was  then  handed  the  document  in  which  the  quotation 
occurred  and  read  it.) 

Mr.  Drake  (after  reading  the  quotation).  That  statement  is  abso- 
lutely untrue.  What  Mr.  Shonts  said  was  that  there  was  no  obliga- 
tion under  the  contract  to  compensate  him,  but  that  there  was  a  claim, 
and  he  had  in  his  hand  at  the  time  a  statement  of  the  claim  that  Mr. 
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Markel  made  for  services  rendered.  In  that  sense  it  was  an  error  of 
omission,  and  it  is  not  correct  in  an^'  wa3\  What  Mr.  Shonts  stated 
was  that  there  was  no  obligation  under  the  contract  to  reimburse  him. 

Senator  Taliaferro.  Very  well. 

Mr.  Drake.  But  Mr.  Shonts  at  the  same  time  stated  that  the  man 
had  a  claim,  that  he  had  the  details  of  it  here,  and  he  brought  it  up 
before  the  board  for  consideration,  and  the  board  acted  on  that  claim. 

Senator  Taliaferro.  Now,  will  you  show  me  in  your  minutes,  or 
will  you  read  from  your  minutes,  where  Mr.  Shonts  stated  that  there 
was  no  obligation  'i 

Mr.  Drake  (after  examining  minute  book).  !\o;  1  do  not  find  that. 
This  minute  is  a  summary  of  the  action  of  the  board.  It  does  not 
report  all  of  the  conversation  or  all  of  the  statement  that  was  made. 
It  says  that  the  President — if  you  will  allow  me  to  read 

Senator  Taliaferro.  No;  you  need  not  read  it.  If  vou  desire  to 
read  it  1  have  no  objection,  except  that  it  is  unnecessarily  encumber- 
ing the  record.  However,  I  do  not  know  that  it  is  in  the  record;  read 
it  if  3^ou  wish. 

Mr.  Drake.  (Reading:)  'The  President  further  reported  that  Mr. 
Markel  had  at  the  request  originally  of  Vice  President  and  General 
Manager  Wallace  and  subsequently  of  other  officers  of  the  compan}' 
rendered  the  services  mentioned  in  the  bill;  that  the  company  had 
received  the  benefit  of  such  expert  advice  and  services  and  had  used 
and  availed  of  the  same  in  its  plans  and  preparations  for  erecting  a 
permanent  plant  for  refrigeration;  for  hotels  for  housing  and  feeding 
emploA^ees;  and  for  the  establishment  of  labor  camps,  plants,  etc.,  for 
the  care  of  emploj-ees;  and  that  he  considered  the  same  of  value  to 
the  company  of  upwards  of  $10,000.00. 

''On  motion  it  was  unanimously 

*'^Reml/ih'd,  That  in  the  judgment  of  the  board  the  sum  of  $10,745.97 
is  the  fair  and  reasonable  value  of  the  services  embraced  in  the  account 
rendered  by  Mr.  J.  E.  Markel  and  the  same  is  audited  and  allowed  at 
said  sum." 

Senator  Taliaferro.  Now,  Mr.  Drake,  you  remember  that  in  his 
report  to  the  board  Mr.  Shonts  stated  that  there  was  no  obligation 
under  the  contract  to  pay  this  money.  Why  do  the  minutes  not  set 
that  up? 

Mr.  Drake.  Because  the  minutes  are  not  an  exact  report  of  all  that 
Mr.  Shonts  said.  They  do  not  purport  to  be.  They  purport  to  be  a 
report  of  the  action  of  the  board.  This  is  a  very  voluminous  minute 
here.  I  think  that  the  entire  minute  should  be  read  as  bearing  on  the 
point. 

The  Chairman.  How  long  is  it? 

Mr.  Drake.  It  is  quite  a  lengthy  minute,  sir. 

Senator  Simmons.  You  mean  that  if  a  member  gets  up  and  makes  a 
statement  of  a  matter  before  the  committee,  and  then  there  is  action 
following  that  statement,  and  probably  as  the  result  of  that  statement, 
the  action  is  taken  down  in  the  minutest 

Mr.  Drake.  Yes,  sir. 

Senator  Simmons.  But  the  statement  which  led  up  to  it,  and  the 
reasons  that  were  assigned  in  the  statement,  are  not  incorporated  in  the 
minutes? 

Mr.  Drake.  That  is  right,  sir.  It  would  be  summarily  stated  by 
the  stenographer;  that  is  all. 
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Senator  Taliaferro.  The  Senator  does  not  understand  this  case 
exactly  as  it  exists.     The  minutes  undertake 

Senator  Simmons.  No;  I  was  just  trying  to  find  out  if  what  I  under- 
stood him  to  mean  was  correct. 

Senator  Taliaferro.  Yes;  I  just  wanted  you  to  understand. 

Mr.  Drake.  That  is  niy  meaning,  sir;  you  have  gathered  it. 

Senator  Taliaferro.  The  minutes  undertake  to  state  the  report  of 
Mr.  Shonts  as  to  this  Markel  contract,  and  thej^  then  set  up  the  action 
of  the  board  on  that  report.  The  secretary  of  the  board,  or  the  assist- 
ant secretary,  who  kept  the  minutes,  sent  an  unapproved  copy  of  the 
minutes  to  the  Secretary  of  War 

Mr.  Drake.  There  is  a  little  discrepancy  there,  sir.  He  sent  it  to 
the  Commission,  and  it  was  by  the  Commission  sent  to  the  Secretary 
of  War. 

Senator  Taliaferro.  Well,  it  came  into  the  hands  of  the  Secretary 
of  War.  The  Secretary  of  War  reports  to  the  board  that  under  the 
language  of  the  resolution  the  railroad  companj^  would  not  be  jastified 
in  paymg  this  ten  thousand  seven  hundred  and  some  dollars  to  Mr. 
Markel 

Mr.  Drake.  May  1  correct  you  once,  sir? 

Senator  Taliaferro.  If  I  am  in  error  you  may  correct  me. 

Mr.  Drake.  You  say  the  secretary  reported  to  the  board.  We  had 
no  communication  from  the  secretary. 

Senator  Taliaferro.  To  the  president  of  the  company,  then? 

Mr.  Drake.  Yes,  sir. 

Senator  Taliaferro.  To  Mr.  Shonts;  we  have  the  record  here.  It 
then  develops 

Senator  Simmons.  I  will  state  to  the  Senator  that  I  have  reAd  Mar- 
kel's  testimony  before  the  Secretary  of  War  about  this. 

Senator  Taliaferro.  It  then  develops  that  the  secretary,  who  is  a 
stenographer  and  a  very  efficient  and  reliable  man,  as  described  by  this 
witness,  had  permitted  an  uncertified  or  an  unauthorized  cop}'  of  the 
minutes  which  he  kept  to  come  over  here,  in  which  he  had  written 
something  that  never  occurred  at  that  meeting;  and  yet  this  witness 
insists  that  he  is  a  stenographer  and  a  competent  and  reliable  official. 

Senator  Simmons.  I  was  not  in  the  room  when  that  testimony  was 
given;  I  just  stepped  out  for  a  moment. 

Mr.  Drake,  wlien  the  draft  was  called  for  he  had  no  discretion;  he 
had  to  send  it.  He  received  a  call  from  the  President  for  a  copy  of 
his  draft  of  tne  action,  or,  rather,  from  the  office  of  the  Commission. 
I  presume  it  was  for  the  Secretary  of  .War. 

Senator  Hopkins.  Within  a  year  how  many  of  these  reports  have 
you  been  compelled  to  reject  because  of  their  inaccuracies^ 

Mr.  Drake.  The  minutes  are  never  copied  into  this  book  until  they 
have  been  read  at  the  succeeding  meeting  and  all  necessary  and  pro[)er 
corrections  made  in  them.  I  have  not  any  rec!Oi'd  of  that,  sir;  I  could 
not  answer. 

Senator  Hopkins.  The  reason  I  asked  the  question  I  did  was  that  1 
understood  you  a  little  while  ago  to  sa}'  that  you  now  had  a  book 
where  you  recorded  these  unapproved  reports  of  the  secretary. 

Mr.  Drake.  No;  they  are  not  entered  in  a  book,  sir.  They  are  kept 
in  loose  drafts  until  they  are  approved,  and  then  they  are  copied  into 
these  books  by  a  machine,  and  tne  draft  of  the  minutes  of  April  2  is 
now  in  the  safe  of  the  company,  as  drawn  up  by  this  Mr.  Rossbottom, 
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and  will  be  submitted  to  the  next  meeting  of  the  board  and  approved 
if  right,  amended  if  wrong,  and  then,  being  approved,  will  be  entered 
in  this  book. 

Senator  Hopkins.  M3'  question,  then,  was  predicated  on  a  misappre- 
hension of  your  testimony.  I  understood  you  to  say  that  you  had  a 
book  or  some  loose  sheets  that  you  kept  of  the  rejected  reports. 

Mr.  Drake.  No,  no,  sir. 

Senator  Taliaferro.  You  did  testify  that  you  kept  loose  sheets  of 
the  unauthorized  reports — that  is,  the  reports  before  they  were  acted 
upon? 

Mr.  Drake.  Yes,  sir;  we  have  those. 

Senator  Taliaferro.  Do  you  mark  them  ''Uncertified,"  or  what? 

Mr.  Drake.  Yes,  sir — ''  U  napproved  draft,"  now,  after  this  expe- 
rience. 

Senator  Hopkins.  Well,  you  keep  those  loose  sheets,  do  you  not? 

Mr.  Drake.  We  have  them  now;  ves,  sir. 

Senator  Hopkins  (continuing).  On  record,  so  that  anybody  can 
take  the  record  as  it  is  amended  and  compare  it  with  that,  and  see 
what  diiference  there  is? 

Mr.  Drake.  1  do  not  think  so,  sir. 

Senator  Hopkins.  You  do  not  think  you  keep  those  sheets? 

Mr.  Drake.  No,  sir.  I  think  when  they  are  approved  and  copied 
into  the  minutes  the}'  are  destroyed. 

Senator  Hopkins.  You  destroy  the  original  paper  that  is  kept  by 
the  secretJiry  ? 

Mr.  Drake.  Very  probably. 

Senator  Hopkins.  What  is" that? 

Mr.  Drake.  Very  possibly.  I  am  not  speaking  of  the  fact.  He 
may  have  them  all — he  may  have  the  original  copy.  1  do  not  know 
that  he  has.  There  is  a  copy  of  the  first  draft,  necessarily,  in  the  Tiands 
of  the  Isthmian  ("anal  Commission  here — the  copy  that  was  sent  on 
here. 

Senator  Hopkins.  Now,  take  this  draft  that  is  in  controversy  here. 
Has  that  been  destroyed  since  the  record  has  })een  amended  and 
approved? 

Mr.  Drake.  1  have  not  any  doubt  that  it  has,  sir.  It  would  be  nat- 
ural.    It  was  wrong. 

Senator  Taliaferro.  Do  you  think  the  copy  that  was  sent  to  the 
Commission  and  by  the  Commission  sent  to  the  Secretary  of  War  was 
probably  destroyed? 

Mr.  Drake.  No,  sir;  I  do  not.  I  think  that  that  has  entered  into 
the  record,  and  is  probably  preserved. 

Senator  Taliaferro.  Perhaps  the  committee  can  get  hold  of  that. 
This  is  a  mere  extract  from  it. 

Mr.  Drake.  Undoubtedly,  sir. 

Senator  Taliaferro.  You  stated,  Mr.  Drake,  that  just  as  soon  as 
Mr.  Shonts  saw  this  unapproved  draft  he  at  once  announced  that  it 
was  wrong. 

Mr.  Drake.  I  know  that  by  hearsay  only.  I  was  not  present.  I  do 
not  know  of  it.     I  have  heard  so. 

Senator  Taliaferro.  I  want  to  state  for  your  information,  as  a 
matter  of  fact,  that  no  such  thing  occurred,  as  I  will  show  you  by  Mr. 
Shonts's  letter  here  in  reply  to  the  Secretary  of  War.     I  will  read  it. 
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It  is  in  the  record;  and  1  will  just  read,  for  your  benefit,  the  con- 
cluding paragraph: 

"The  minutes  of  the  meeting  of  the  board  of  directors  of  the  rail- 
road dealing  M*th  this  matter  were  subsequently  prepared  by  the 
feneral  counse*,  Mr.  William  Nelson  Cromwell,  and  possibly  because 
e  did  not  have  in  mind  all  of  the  facts  and  conditions  leading  up  to 
the  granting  and  cancellation  of  this  concession,  the  minutes  of  the 
railroad,  in  their  present  form,  do  not  fairly  and  accurately  present 
the  facts.  A  motion  for  their  amendment  in  accordance  with  tne  real 
facts,  as  set  forth  in  this  communication,  will  therefore  be  moved  and 
undoubtedly  adopted  at  the  next  meeting  of  the  board." 

Mr.  Drake.  When  Mr.  Shonts  wrote  that  letter,  sir,  it  vva.s  in  the 
full  belief  that  this  was  a  bona  fide  copy  of  the  minutes  that  had  been 
approved. 

Senator  Taliaperro.  That  is  what  I  wanted  to  impress  on  you. 

Mr.  Drake.  He  did  not  know  that  the  Secretar}-  had  in  his  hands 
an  unapproved  draft. 

Senator  Taliaferro.  So  he  did  not  exclaim,  the  moment  he  saw  it, 
that  that  was  wrong? 

Mr.  Drake.  That  was  a  figure  of  speech.  Mr.  Shonts  was  not 
advised  until  later  that  it  had  Seen  forwarded  to  his  oflSee.  The  letter 
that  inclosed  it  to  his  office  stated— that  can  be  easily  obtained  by  the 
committee— that  it  was  an  unapproved  draft.  It  should  have  l>een 
sent  forward  by  the  office  of  the  Commission  to  the  Secretary  of  War 
as  an  unapproved  draft.  It  was  not.  That  was  the  error:  and  Mr. 
Shonts  was  not  aware  of  it  when  he  wrote  that  letter. 

Senator  Taliaferro.  Exactly.  That  is  what  1  wanted  to  call  3-our 
attention  to. 

Mf.  Drake.  M}'  testimony  is  wrong  to  that  extent,  sir.  I  am  much 
obliged  to  you  for  correcting  it.  I  have  not  had  an  opix)rtunity,  gen 
tlemen,  to  read  all  of  the  testimony  that  has  been  taken  before  this 
committee.  There  is  no  moment  of  my  time  that  is  not  occupied, 
sometimes  from  8  or  1^  o'clock  in  the  morning  until  10  or  11  o'clock  at 
night,  day  in  and  day  out;  and  jvhile  I  had  it  all,  while  I  have  every 
page  of  it,  I  have  not  had  time  to  read  every  page  of  it. 

Senator  Taliaferro.  Mr.  Drake,  1  do  not  want  to  appear  overpar- 
ticular about  these  little  questions:  but  when  the  secretary  and  treas- 
urer of  the  company  and  the  assistant  to  the  president  and  vice-presi- 
dent of  the  company  certifies  under  oath  to  the  efficiency  and  the 
accuracy  of  a  clerk  who  has  made  such  a  blunder  as  that,  I  can  not 
help  inquiring  into  it.  That  man  has  either  t^ken  down  what  occurred 
at  that  meeting  or  he  has  deliberately  manufactured  something  that 
did  not  occur  at  that  meeting. 

Mr.  Drake.  He  is  not  capable  of  doing  that,  sir.  He  is  a  man  of 
unblemished  reputation.  He  is  a  man  that  would  impress  the  com- 
mittee so.  He  is  a  man  that  is  liable  to  err,  as  anybody  else  might  be, 
in  the  press  of  work.  He  has  undoubtedly  made  a  mistake  there,  and 
he  will  frankl}-  tell  you  so;  and  I  think  you  should  call  him  before 
the  committee.  If  you  will  excuse  me  for  making  the  suggestion.  I 
want  to  say  that  in  justice  to  him,  because  I  would  not  have  the  com- 
mittee think  that  of  a  man  who  has  served  the  company  as  faithfully 
as  he  has  from  a  boy  to  manhood,  and  who  is  regaraed  as  highly  as  he 


INVESTIGATION   OF   PANAMA   CANAL   MATTERS.'  2865 

18  by  every lK)dyA  I  say  this  at  the  risk  of  affecting  the  statement  that 
I  have  made.  I  would  not  have  him  go  down  on  the  record  now  as 
impeached  in  this  way  without  the  committee  having  an  opportunity 
to  judge  of  the  credibilitv  of  the  witness. 

Senator  Taliaferro.  If  you  will  read  the  testimony,  Mr.  Drake, 
you  will  find  that  I  have  from  the  beginning  believed  that  that  young 
man  kept  a  correct  account  of  what  occurred  in  the  meeting. 

Mr.  Drake.  Well,  he  will  tell  you  himself  that  he  did  not;  and  when 
he  tells  3'ou,  you  will  believe  him. 

Senator  Taliaferro.  He  would  not  add  to  his  efficiency  if  he  should 
come  here  and  tell  me  that  he  had  written  into  those  minutes  some- 
thing that  did  not  occur  at  the  meeting. 

Mr.  Drake.  No,  sir;  but  your  meeting  him  and  interrogating  him 
would  convince  you  that  he  is  an  absolutely  upright  and  truthful  man, 
and  to  that  extent*  it  would  be  an  advantage  to  him  and  to  the  com- 
mittee. 

Senator  Taliaferro.  I  have  believed  that  of  him,  and  I  have 
believed  that  when  the  Secretary  of  War  called  the  attention  of  the 
board  to  the  fact  that^lnder  the  resolution  as  it  was  adopted  by  the 
board  that  money  could  not  be  legally  paid  to  Mr.  Markel,  the  board 
then  conformed  their  resolution  to  the  views  of  the  Secretary  of  War. 

Mr.  Drake.  That  is  not  the  case,  sir. 

Senator  Morgan.  Mr.  Drake,  what  is  the  fiscal  year  of  the  railroad 
company  i 

Mr.  Drake.  It  has  recently  been  changed  b}'  resolution  from  June 
30  to  June  30.  It  has  been  changed  to  conform  to  the  fiscal  5'ear  of 
the  Government  Departments  generally. 

Senator  Morgan.  You  say  from  June  to  June  ? 

Mr.  Drakr.  From  July  1  to  July  1. 

Senator  Morgan.  From  July  1  to  July  1  i 

Mr.  Drake.  Yes,  sir;  to  terminate  June  30.  Heretofore  it  has 
always  been  the  calendar  year. 

Senator  Morgan.  It  is  at  the  end  of  the  fiscal  year  that  the  company 
has  declared  its  dividends  when  they  have  been  declared  ? 

Mr.  Drake.  The  dividends  have  never  })een  made  at  any  regular 
time,  sir. 

Senator  Morgan.  You  declare  dividends  for  the  ^ear  terminating 
with  the  end  of  the  fiscal  year,  July  1  ? 

Mr.  Drake.  No,  sir;  that  is  only  recent  action.  I  thought  you 
asked  that.  I  answered  your  question  categorically.  The  fiscal  year 
of  the  company  now,  as  soon  as  the  minutes  of  April  2  are  approved, 
will  be  from  June  30  to  July  1  of  the  following  year.  Heretofore  the 
fiscal  vear  has  been  the  calendar  year  ending  on  December  31.  The 
official  year  has  been  from  April  to  April,  because  the  by-laws  pro- 
vide that  the  annual  election  shall  be  held  in  April. 

Senator  Morgan.  It  was  either  on  or  after  December  31  that  3'ou 
made  declarations  of  dividends? 

Mr.  Drake.  Not  necessarily,  sir.  We  declared  them  at  any  time; 
there  was  no  regular  time. 

Senator  Morgan.  But  did  you  do  so?  I  want  to  know  what  3'ou 
have  done. 

Mr.  Drake.  We  have  declared  dividends  on  different  dates  during 
the  year,  sir. 
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Senator  Morgan.  But  for  the  previous  year;  not  the  current  yearf 

Mr.  Drake.  I  only  recall  one  or  two  instances  in  which  dividends 
were  declared  out  of  anv  ^iven  period. 

Senator  Morgan.  What  instances  were  those? 

Mr.  Drake.  There  was  one,  I  think,  in  1902,  where  a  dividend  was 
declared  out  of  the  earnings  of  1902.  There  was  one  in  May,  1904, 
when  a  dividend  was  declared  out  of  earnings  prior  to  April  1. 

Senator  Morgan.  May,  1904? 

Mr.  Drake.  Yes,  sir.^ 

Senator  Morgan.  That  is  the  month  in  which  we  took  over  the  canal 
property  i 

Mr.  Drake.  Yes,  sir.  We  took  it  over  on  May  7,  or  Ma}'  18,  as 
far  as  our  record  shows. 

Senator  Morgan.  In  your  former  examination,  which  took  place  on 
February  26, 1902,  you  gave  a  list  of  the  net  earnings  of  this  company, 
commencing  in  1852  and  running  down  to  1901? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Have  vou  anv  statement  of  the  net  earnings  since 
1901? 

Mr.  Drake.  I  was  asked  to  be  ready  to  report  on  the  financial  con- 
dition of  the  road,  and  I  have  a  number  of  other  reports  here  that  1 
expected  to  submit:  ))ut  in  connection  with  that  I  have  prepared  a  simi- 
lar statement  to  that.  I  want  to  say  that  my  reason  for  doing  it  without 
an\'  other  intimation  was  because  that  was  the  scope  of  the  investigation 
before  the  committee  then,  and  I  presumed  that  it  would  follow  the 
same  course  now. 

Senator  Morgan.  Oh,  that  is  all  right.  There  is  no  excuse  needed 
for  making  your  preparations.     I  am  glad  you  did. 

Mr.  Drake.  I  nave  before  me  a  statement  of  the  net  earnings  and 
dividends  of  the  company  from  January  1,  1896,  to  March  31,  1904. 

Senator  Morgan.  Just  read  it,  please. 

Mr.  Drake.  Yes,  sir.  That  report  of  1895  showed  net  accumulated 
earnings  and  income  account  of  s^l,644,145.47.  Taking  in  a  period  of 
eight  or  ten  years,  starting  from  a  fixed  point  on  January  31,  1896,  as 
shown  by  the  report,  the  accumulated  earnings  were  $1,644,145.47. 

During  the  year  1896  the  increment,  the  increase  of  the  sinking 
fund  from  interest  on  investments,  was  $28,049.69.  The  net  earnings 
of  the  year — that  is,  after  paying  the  land  rent  of  $5,000  a  iftile, 
or  §250,000,  to  the  Republic  of  Colombia,  and  after  the  payment  of 
all  operating  expenses  and  other  fixed  charges — the  net  earnings  of 
the  year  were  $545,684.53.  That  amount  was  carried  to  surplus  on 
December  31,  1S96,  increasing  the  surplus  from  $1,644,145.47  to 
$2,217,879.69. 

At  this  time  I  may  say,  gentlemen,  that  there  was  a  necessity  for 
conservatism  on  the  part  of  the  board.  We  were  engaged  in  a  freight 
competition.  We  were  engaged  in  the  construction  of  the  La  Boca 
terminal.  The  La  Boca  terminal  was  a  tremendous  affair.  It  cost 
something  over  $2,132,000,  I  think  it  was,  and  we  had  expected  to 
have  to  pay  for  that.  We  were  endeavoring  to  abandon  the  practice 
of  lightering  cargo  in  Panama  Bay,  and  the  general  plan  of  the  board 
was  that  it  would  cost  us  a  million  of  dollars.  Plans  were  prepared 
abroad  and  sent  to  us  to  execute.  As  a  result — it  is  a  very  massive 
construction;  there  are  22  concrete  caissons  that  are  15  feet 


IXVESTIOATION    OF    PANAMA   CANAL    MATTERS.  2867 

Senator  Morgan.  Why  are  you  going  into  all  those  descriptions 
and  making  such  a  statement? 

Mr.  Drake.  Simply  as  the  reason  why  we  conserved  our  estimates. 

Senator  Morgan.  Well,  j^ou  need  not  explain  ever3^thing  you  can 
think  about.     Just  answer  the  questions. 

Mr.  Drake.  All  right,  sir. 

The  increase  of  the  sinking  fund  in  1897  from  interest  on  invest- 
ments was  IH14,871.84.  The  net  earnings  of  that  year  were  $409,873.37. 
That,  again,  was  after  pajing  the  subvention  and  paving  fixed  charges. 
The  total  surplus  to  December  31  was  $2,742,624.9(5. 

Again,  the  net  earnings  for  the  year  1898  were  $266,746.73,  increas- 
ing the  surplus  December  31,  1898,  to  §3,009,371.63. 

The  net  earnings  for  1899  were  $295,231.77.     That,  again,  was  after 

B lying  all  operating  expenses — the  net  earnings.  The  total  surplus 
ecember  31,  1899,  was  ^3,304, 603. 40. 

The  net  earnings  for  the  year  1900  were  $446,764.68.  The  total 
surplus  December  31  was  $3,751,368.08. 

Ihe  net  earnings  for  the  year  1901  were  $259,590.12.  The  total  sur- 
plus to  December  31,  190f,  was  $4,010,958.20.  Then  it  was  that  we 
oegan  paying  dividends.  We  resumed  our  previous  practice.  I 
think  it  is  onl}'  fair.  Senator,  that  1  should  be  allowed  to  say,  if  you 
will  permit  me,  that  the  railroad  company  during  its  corporate  exist- 
ence has  paid $33,000,000  in  dividends,  nearly  5  per  cent  on  the  original 
investment.  It  has  alwa\^s  been  a  prosperous,  successful  corporation, 
and  has  never  failed  on  an  obligation  of  any  kind. 

The  Chairman.  You  wish  to  state  that,  I  suppose,  simply  to  show 
that  the  Government  has  a  good  property  there '^ 

Mr.  Drake.  1  do  not,  sir;  I  want  to  state  that  we  had  suspended 

Saying  dividends,  and  w^had  simply  resumed  the  practice  of  paying 
ivndends  here  after  we  had  gotten  through  a  trying  period. 

The  Chairman.  All  right.     Proceed,  Mr.  Drake. 

Mr.  Drake.  During  1901  we  paid  a  dividend  of  $140,000.  That 
was  deducted  from  the  surplus  and  the  surplus  carried  over. 

Senator  Taliaferro.  A\  nat  percentage  was  that  on  the  stock? 

Mr.  Drake.  Two  per  cent.     The  capital  stock  is  §7,000,000. 

The  net  surplus  December  31,  1901,  was  $3,870,9.58.20. 

The  net  earnings  for  the  year  1902  were  $295,384.40.  That  gave 
a  surplus  December  31,  1902,  of  $1,166,342.60,  less  the  dividends  paid, 
$280,000.  There  was  a  dividend  of  4  per  cent  paid  during  that  year. 
The  net  surplus  December  31,  1902,  was,  thus,  $8,846,342.60. 

The  net  earnings  for  the  year  1903  were  $401,068.30.  The  total 
surplus  December  31,  1903,  was  $4,287,410.90;  less  dividends  paid, 
$560,000.  Dividends  of  8  per  cent  were  paid  in  that  year,  and  some 
years  in  its  history  the  roaa  has  paid  as  high  as  22  per  cent. 

The  net  surplus'  December  31, 1903,  was,  thus,  $3,727,410.90.  The 
net  earnings  for  the  first  quarter — this  is  taking  in  only  the  first  quar- 
ter of  1904,  the  year  that  the  property  was  turned  over  to  the  Govern- 
ment— the  net  earnings  for  the  first  quarter  of  the  year  1904  were 
$176,249.59.  Thus  the  total  surplus  on  the  1st  of  April  was  $3,903,660.49, 
less  dividends  paid,  $175,000 — dividends  of  2i  per  cent — that  left  the 
net  surplus  on  March  31, 1904,  $3,728,660.49. 

In  addition  to  this,  out  of  that  surplus  there  was  $882,915  in  hand 
of  cash  assets. 
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Now,  perhaps  you  would  like  to  know  what  has  become  of  that  sur- 
plus. If  we  had  paid  no  dividends  the  net  earnings  of  the  company 
would  have  been  *4,888,660.49  up  to  March  31,  1904.  This  statement 
that  I  have  here  makes  a  statement  of  what  disposition  has  been  made 
of  those  net  earnings. 

The  Chairman.  Can  you  not  insert  that  in  the  record  without  goinjr 
over  it? 

Mr.  Drake.  I  would  like  to  impress  the  committee  with  it,  sir. 

The  Chairman.  Very  well. 

Mr.  Drake.  I  hate  to  take  up  the  time,  but  I  will  read  it  as  i-apidly 
as  possible. 

Senator  Morgan.  You  need  not  bother  about  taking  up  time.  We 
are  trying  to  get  at  the  facts. 

Mr.  Drake.  Yes,  sir.  These  are  facts  that  I  think  ought  to  be  in 
the  re(!ord. 

This  is  a  statement  showing  the  disposition  of  the  accumulated 
earnings  of  $4,883,660.49  up  to  March  31, 1904,  which  includes  a  state- 
ment of  the  net  current  assets  in  band  on  that  date. 

The  amount  of  accumulated  earnings  and  income  account  applied 
in  October,  1897,  for  redemption  of  7  per  cent  sterling  bonds  wa^ 
$1,398,088.34.  To  that  extent  we  reduced  the  lien  on  the  property 
out  of  our  earnings,  because  when  the  sterling  bonds  were  redeemed, 
instead  of  issuing  a  five  million  dollar  mortgage,  as  it  existed  prior  to 
that,  we  issued  only  a  $4,000,000  mortage,  and  retained  two  millions 
of  it  in  the  treasury. 

Capital  expenditures  for  La  Boca  terminal,  etc.,  paid  out  of  earn- 
ings m  addition  to  amounts  paid  with  proceeds  of  1,087  first-mortgage 
bonds,  $1,349,263.22.  We  sold  1,087  bonds  to  pay  the  canal  com- 
pany who  were  constructing  the  pier  for  us  as  contractors,  and  then 
we  had  to  expend  out  of  our  earnmgs  $1,349,263.22  to  complete  it  on 
the  original  plan. 

Senator  Taliaferro.  So  that  the  pier  cost  how  much? 

Mr.  Drake.  Two  million  one  hundred  and  twenty-two  thousand 
dollars,  1  think  it  was,  sir.  That  was  chiefly  because  of  the  extensive 
dredging  that  had  to  be  done  there.  The  tide  rises  and  falls  20  feet, 
and  we  had  to  make  berths  alongside  of  the  pier  for  ships^  and  we  had 
to  excavate  very  large  basins  there.  They  are  a  thousand  feet  across, 
and  peculiar  in  shape — pear-shaped.  Now  we  have  all  of  these  heavv 
ships  coming  down  there  loadea  with  lumber,  and  so  on,  for  the  c^naK 
and  the}^  are  able  to  berth  alongfside  of  the  pier.  All  our  connecting 
carriers  berth  their  ships  there;  and  while  it  never  was  constructed  to 
bear  the  heavy  floor  loads  that  are  being  put  upon  it  now,  still  it  is 
being  tested  to  its  full  capacity,  and  is  serviceable. 

The  companj?^  bought  and  holds  22  of  its  first  mortgage  bonds.  It 
bought  them  m  the  open  market  and  holds  them  now,  making  the 
liquid  assets  $23,087.50. 

Dividends  paid  in  1901,  1902,  1903,  1904,  $1,155,000. 

The  current  assets  on  March  31,  1904,  were  as  follows: 

Senator  Taliaferro.  I  beg  your  pardon,  Mr.  Drake;  I  thought  you 
had  deducted  those  dividends. 

Mr.  Drake.  We  did  here;  1  did  in  this  statement,  sir.  [Referring 
to  first  statement.] 

Senator  Taliaferro.  Does  this  statement  show  what  your  earnings 
would  have  been  without  the  dividends? 
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Mr.  Drake.  If  we  had  not  declared  dividends  and  what  disposition 
we  made  of  them.  1  therefore  mention  that  we  disbursed  so  much  of 
them  in  dividends. 

In  addition  to  making  those  payments,  the  company'  had  on  March 
31,  1904,  cash  in  banks  and  trust  companies  amounting  to  ^58,575.59. 
1  want  to  say  that  in  my  whole  connection  with  the  niilroad — as  I  stated 
once  before — the  cash  in  banks  has  always  been  from  $600,000  to 
$1,000,000,  until  the  Commission  recently  took  the  road  over.  The 
new  Commission  took  hold  of  us  in  April,  1905;  and  as  Judge  Magoon 
says,  comically,  they  took  possession  at  noon  and  in  fifteen  minutes 
they  had  bankrupted  the  road.  That  was  done  by  placing  large  orders 
for  equipment  and  contracts  for  enlarging  the  roaa  to  meet  the  neces- 
sities of  canal  construction. 

Coal  and  supplies  on  hand,  $193,886.20. 

Due  from  connecting  lines,  $210,435.09. 

Due  from  the  United  States  Government,  $27,687.94. 

Due  from  companies  and  individuals,  $121,644.67. 

Accrued  interest  on  deposits — our  surplus  is  always  deposited  in  the 
trust  companies— $3,653.64. 

Accrued  interest  on  securities  held  in  the  fund,  $4,320. 

Miscellaneous  accounts,  $22,596.20. 

Prepaid  insumnce  and  charter  of  steamers,  $13,688.70. 

One  hundred  and  fifty-three  subsidy  bonds  in  treasury  purchased 
with  earnings,  $153,000. 

I  want  to  say  of  those  subsidy  bonds — I  only  speak  of  the  4i  per  cent 
bonds-^I  have  put  them  up  there  as  something  that  we  have  bought 
and  hold.  These  are  not  an  obligation;  they  are  not  a  mortgage;  they 
are  in  anticipation  of  a  lien.  They  are  in  anticipation  of  the  subsidy 
due  the  Republic  of  Colombia  for  the  privilege  of  using  the  land 
across  the  Isthmus.  That  is  $250,000  a  year,  and  we  hold  those  bonds. 
They  are  in  anticipation  of  a  lien,  and  not  a  mortgage. 

The  current  liabilities  of  the  company  foot  up  only  $426,572.69. 

isthmus  draf  t.s  not  presented — our  employees  are  paid  down  on  the 
Isthmus  by  drafts,  and  they  do  not  always  present  them — $13,808.75. 

Coupons  not  presented,  $962.50. 

Unclaimed  dividends,  $129. 

Unpaid  wages,  $2,162.28. 

Audited  vouchers,  $88,216.43. 

Accrued  for  redemption  of  bonds  and  pavment  of  interest,  $292,- 
106.78. 

We  set  a.side  in  each  month  the  proportion  of  the  earnings  of  that 
month  that  will  be  applicable  to  the  redemption  of  bonds  we  have  to 
redeem.  We  apply  $150,000  on  the  1st  of  August  of  each  year  to  the 
redemption  of  a  certain  number  of  the  4^  per  cent  bonds,  and  the  same 
way  with  the  6''s. 

Interest  on  anticipated  payments  to  canal  company,  $2r),061.95. 

Due  the  Republi(5  of  Panama,  $3,125.  That  was  the  proportion 
which  would  have  been  due  them  during  the  first  three  months 
upon  that  $25,000  a  year  that  we  had  to  pay  them,  that  we  now  pay 
to  the  United  States  Government  as  the  assignee  of  the  financial  righte 
of  the  Republic  of  Panama  under  the  articles  of  concession. 

In  addition  to  this  the  company  has,  since  the  issue  of  the  first  mort- 
gage tK)nds  in  1897,  redeemea  and  canceled  of  said  issue,  out  of  its 
gross  earnings,  $841,000  of  the  first  mortgage  bonds.     So  that  thesur- 


2870  INVESTIGATION   OF   PANAMA  CANAL   MATTERS. 

plus  we  bad  on  hand  on  March  31  was  1882,915.34  of  liquidated  a8set^, 
and  besides  that,  and  in  addition  to  that,  we  had  increased  our  surplus 
from  $1,644,145.47  on  January  1, 1896,  to  $3,728,660,  and  at  the  same 
time  had  reduced  our  bonded  Hebt  $841,000. 

1  submit  this  statement  as  an  evidence  of  the  condition  of  the  prop- 
erty at  the  time  it  was  turned  over. 

%  Senator  Morgan.  Your  statement  is  a  splendid  display  of  book- 
keeping and  accounting,  and  I  want  now  to  get  at  i^ome  of  the  facts 
that  a  common  man  can  understand. 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  This  surplus  that  you  mention  yexir  after  year 
there,  was  that  in  cash  'i 

Mr.  Drake.  It  is  in  the  property;  j^es,  sir.  It  is  cash  expended  in 
the  property,  as  shown  there. 

Senator  SioRG AN.  Cash? 

Mr.  Drake.  Not  cash  in  bank.  It  is  surplus  that  was  earned  and 
expended  in  the  way  that  I  have  just  stated;  put  into  the  property. 

Senator  Morgan.  It  was  put  into  the  property  'i 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  The  property  was  there  to  show  for  it. 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  there  is  nothing  else  there  to  show  for  itf 

Mr.  Drake.  That  is  all,  sir. 

Senator  Morgan.  It  does  not  mean  money  that  vou  held  over? 

Mr.  Drake.  It  means  earnings  expended  on  tlie  improvement  of 
the  property,  on  which  improvements  money  could  be  raised,  if  it  was 
necessary. 

Senator  Morgan.  I  am  not  talking  about  the  borrowing  capacity, 

Mr.  Drake.  I  am  speaking  of  the  increase  in  the  cost.  That  annual 
report  which  is  here  shows  the  increase  in  the  cost  of  the  property. 

Senator  Morgan.  In  the  value  of  it^ 

Mr.  Drake.  Yes;  in  the  value  of  it  and  in  the  cost  of  it,  too. 

Senator  Morgan.  But  it  is  not  a  fund  that  you  could  distribute  on 
dividends  among  your  stockholders? 

Mr.  Drake.  You  would  have  a  perfect  right  to  distribute  all  of  it 
among  your  stockholdere. 

Senator  Morgan.  All  of  the  surplus? 

Mr.  Drake.  Yes,  sir.  You  would  have  a  perfect  right  to  raL^ 
money  on  it  in  any  way.  It  belongs  to  the  stockholders.  It  is  the 
earning  of  their  investment,  and  it  is  applied  to  the  improvement  of 
the  property. 

Senator  Morgan.  How  would  you  go  about  distributing  it  among 
the  stockholders  except  by  increasing  their  stock? 

Mr.  Drake.  You  woula  have  to  do  something  like  that.  Instead  of 
doing  that  it  was  elected  to  improve  the  property. 

Senator  Morcjan.  Well,  you  are  talking  about  imaginary  things 
and  I  am  talking  about  real  things.  You  are  talking  about  what  you 
might  do  and  I  am  talking  about  what  vou  did  do.  I  want  to  get  at 
that. 

Mr.  Drake.  I  am  speaking  of  the  system  of  accounting  that  i* 
adopted  by  all  corporations  and  all  railroads. 

Senator  Morgan.  Yes.  The  stockholders  are  that  much  richer  in 
consequence  of  the  surplus  i 
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Mr.  Drake.  In  conseciuence  of  the  application  of  the  earnings, 
which  might  have  been  distributed  in  diviaends,  to  the  improvement  of 
the  property'. 

Senator  Morgan.  Very  good.  You  saved  their  money  for  them 
and  put  it  into  the  property.     That  was  all? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  their  stock  represented  that  property  with 
the  surplus  added  to  it? 

Mr.  Drake.  Yes,  sir;  that  belonged  to  the  stockholders  at  that  time. 

Senator  Morgan.  It  all  belonged  to  them  at  every  time. 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  But  the  stock  was  increased  in  intrinsic  value, 
whether  it  was  increased  in  market  value  or  not,  by  the  application 
of  these  different  amounts  of  surplus  year  by  year  in  the  way  you 
have  stated,  by  betterments  of  the  canal  property,  improvements  of  it 
in  every  way? 

Mr.  Drake.  Yes,  sir.  Mr.  Senator,  may  I  say  that  betterments 
and  improvements  are  properly  chargeable  to  the  capital  account  and 
to  the  increased  cost  of  the  property? 

Senator  Morgan.  I  am  not  in  any  controvers}'^  with  3'ou  about 
bookkeeping,  because  you  know  everything  about  it,  all  its  ins  and 
outs  and  ups  and  downs 

Mr.  Drake.  1  beg  3'our  pardon,  Senator,  I  do  not.  I  am  not  an 
accountant. 

Senator  Morgan  (continuing).  And  I  do  not  understand  it  at  all. 
I  want  a  common-sense  view  of  this  situation,  if  I  can  get  it. 

Mr.  Drake.  All  right. 

Senator  Morgan.  The  stock  that  remained.at  the  time  this  property 
was  turned  over  to  the  United  States  represented  the  value  of  all  of 
the  property  of  every  kind  that  was  owned  by  the  Panama  Railroad 
Company? 

Mr.  Drake.  Yes,  sir.  It  represented  the  original  capital  cost  of 
the  property  with  the  improvements  that  had  been  made  with  this 
monej'. 

Senator  Morgan.  Very  good.  And  if  it  had  been  a  profitable 
investment,  of  course,  stocks  were  that  much  increased  m  value. 
Where  did  you  keep  your  bank  accounts? 

Mr.  Drake.  In  aitferent  banks.     In  the  Foarth  National  Bank 

Senator  Morgan.  All  of  them  were  in  New  York? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  You  kept  no  bank  account  in  Paris,  did  you? 

Mr.  Drake.  No.  We  kept  a  bank  account  in  London.  I  show  by 
this  statement  that  I  would  like  to  put  in  evidence  now  the  fact  that 
we  have  funds  in  the  hands  of  our  London  bankers. 

The  Chairman.  Did  not  that  go  in  this  morning? 

Mr.  Drake.  No,  sir.  I  read  from  it,  and  it  should  go  in.  I  held  it 
out  with  your  consent,  because  there  was  somethiYig  else  that  I  wanted 
to  speak  about. 

The  Chairman.  Very  well.     It  can  go  in  now. 

(The  statement  referred  to  will  be  found  appended  to  the  record  of 
to-day's  proceedings.) 

Senator  Morgan.  At  the  time  that  this  property  was  turned  over  to 
the  United  States  how  much  money  did  your  railroad  company  have 
in  banks  in  London  ? 
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Mr.  Drake.  I  would  have  to  get  the  correspondinsr  statement  to  that 
in  order  to  answer  that  question.  We  had,  as  1  show  by  that  state- 
ment, 1^882,000  altogether  in  cash  and  in  hand,  but  how  much  of  that 
was  in  the  hands  of  London  banks  I  could  not  say;  probably  not  over 
fifteen  thousand  dollars  or  twenty  thousand  dollars  or  thirty^  thousand 
dollars. 

Senator  Morgan.  A  small  amount? 

Mr.  Drake.  Yes,  sir;  because  we  draw  it  down  all  the  time. 

Senator  Morgan.  What  became  of  the  amount  in  the  London  banks 
after  the  property  was  turned  over  to  the  United  States? 

Mr.  Drake.  It  was  di-awn  against  and  carried  into  the  cash  of  the 
company  here. 

Senator  Morgan.  It  was  drawn  against  by  whom  ? 

Mr.  Drake.  By  our  bills  of  exchange. 

Senator  Morgan.  That  property  became  the  property  of  the  United 
States? 

Mr.  Drake.  Yes,  sir.  It  is  a  part  of  the  liquidated  cash  of  the  coui- 
pany  and  credit  account  of  the  company. 

Senator  Morgan.  And  the  money  in  the  banks  in  New  York 
belonged  to  the  United  States? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan  (continuing).  To  the  extent  of  the  holdings  of 
the  United  States? 

Mr.  Drake.  Everything  went  to  the  United  States. 

Senator  Morgan.  Without  exception  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Did  the  railroad  company  at  the  time  it  was 
turned  over,  owe  any  current  debts? 

Mr.  Drake.  I  have  just  stated  what  the  current  liabilities  were. 

Senator  Morgan.  W  hat  were  the}'  ? 

Mr.  Drake.  1  have  not  a  copy  of  it  at  hand  at  the  moment,  but  I 
read  from  it  earlier  in  my  testimony.  I  showed  that  the  liabilities 
were  $462,000  and  the  assets  were  $1,300,000,  or  something  like  that. 
I  am  giving  this  from  memory.     It  is  all  in  the  record. 

Senator  Morgan.  You  had  these  steamers  and  they  went  over  to 
the  United  States? 

Mr.  Drake.   Yes,  sir. 

Senator  Morgan.  Two  of  them  were  in  the  shop  for  repairs  at  that 
time? 

Mr.  Drake.  They  were. 

Senator  Morgan.  How  much  debt  had  been  run  up  against  them? 

Mr.  Drake.  At  that  time — shall  I  explain  that?  I  think  1  know 
what  you  want. 

Senator  Morgan.  Yes. 

Mr.  Drake.  1  would  like  to  explain  it.  In  the  fall  of  1902  two  of 
our  steamers  that  had  been  operated  for  twenty  years  in  our  own  and 
other  service  had  outlived  their  classification — that  is,  they  were  not 
insurable  as  first-class  risks  and  the  cargo  thev  carried  was  not  insur- 
able because  they  had  lived  thei r  natural  life.  They  were  laid  up.  They 
were  withdrawn  from  the  service  and  laid  up.  We  were  chartering 
ships  in  their  place  at  a  charter  price  that  represented  5  per  cent  on 
$4,000,000.  That  is,  we  were  paying  $16,000  a  month  charter  money 
for  ships.  That  was  considered  unbusinesslike  and  not  a  proper  thing 
to  do.     So  it  was  decided,  after  a  great  deal  of  consideration  and  after 
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expert  examination,  that  there  was  a  good  deal  of  latent  value  in  our 
ships  as  they  were,  and  it  was  decided  to  rebuild  them. 

Senator  Morgan.  That  was  in  1902. 

Mr.  Drake.  In  1903.  In  1902  they  were  laid  up  and  in  August  or 
Septeml)er,  1903,  it  was  decided  to  rebuild  them.  Vlans  and  estimates 
were  invited,  and  it  was  found  that  to  rebuild  them  would  cost — it 
was  expected  that  it  would  cost — at  least  $150,000  to  thoroughly 
rebuild  them.  They  were  reconstructed.  They  were  taken  apart 
down  to  their  frames,  and  everything  about  them  except  their  macnin- 
ery  and  their  plates,  their  outside  skin,  was  rebuilt. 

Senator  Morgan.  What  time  in  1903  did  \^ou  send  them  out  for 
repairs? 

Mr.  Drake.  In  September.  We  made  a  contract  with  Cramp  &  Co. 
I  have  a  copy  of  the  coritract  here.  There  is  a  copy  of  the  contract. 
Will  you  have  it  in  evidence? 

The  Chairman.  A  copy  of  the  contract  for  what  ? 

Mr.  Drake.  For  the  rebuilding  of  the  ships  Defiance  and  Finance. 

Senator  Morgan.  For  the  rebuilding? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.   What  is  the  date  of  that? 

Mr.  Drake.  Shall  I  read  the  conti-act? 

The  Chairman.  If  you  state  the  facts  I  should  think  it  would  be 
sufficient. 

Mr.  Drake.  The  contract  is  dated  the  13th  of  November,  1903. 

Senator  Taliaferro.  Do  you  want  that  in  the  record.  Senator? 

Senator  Morgan.  I  do  not  know  that  I  do.    It  is  possible  that  I  mdiy. 

The  Chairman.  Let  him  state  the  facts  about  it  first,  Senator. 

Senator  Morgan.  Yes. 

Mr.  Drake.  1  had  reached  a  point  where  I  said  it  was  decided  that 
it  was  inadvisable  to  continue  chartered  ships  at  a  very  high  rate  from 
other  lines,  and  letting  our  own  steamers  lie  b}'  and  go  to  pieces;  so 
that  it  was  decided  to  rebuild  them.  We  had  estimates  submitted  by 
a  number  of  concerns  and  finally  made  a  contract  with  Cramp  &  Sons 
to  rebuild  them.  That  contract  provided  that  they  were  to  do  a  cer- 
tain amount  of  work  under  contract,  and  the  balance  by  day's  work. 
It  provided  that  up  to  $200,000  the  work  that  was  done  on  them 
should  be  paid  for  in  bonds  of  the  company  at  102i  and  accrued  inter- 
est. The  balance  was  to  be  paid  out  of  earnings,  and  was  so  paid  out 
of  earnings  of  the  company.     It  was  a  capital  construction. 

The  cost  of  the  vessels  had  originally  been  a  capital  account,  and  as 
this  was  a  rebuilding  of  them,  and  the  4^  per  cent  bonds  were  created 
and  issued  for  the  purpose  of  building  wharves,  railroad  buildings, 
steamships,  and  what  not  that  would  be  for  capital  account,  it  was 
decided  tnat  this  should  be  treated  to  the  extent  of  $200,000  as  capital, 
especially  as  only  that  proportion  of  the  repairs  could  be  properly 
charged — $265,000  could  be  properly  charged  really  to  the  rebuilding 
of  them.     The  balance  was  replacement. 

The  contract  was  made  with  Cramp  &  Sons;  the  bonds  were  paid 
to  them  up  to  the  extent  of  $200,000.  At  the  time  the  contract  was 
made  it  provided  that  the  contractors  must  hold  those  bonds  until 
August  2  of  the  following  year,  when,  if  the  railroad  company  failed 
to  take  them  back,  they  might  retain  them.  That  is,  the  railroad 
company  reserved  an  option.     We  did  not  want  the  bonds  scattered. 
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The  railroad  company  reserved  an  option  to  take  the  bonds  back  at 
the  same  price  at  which  they  had  been  sold. 

Senator  Morgan.  That  is,  they  put  them  in  pledge? 

Mr.  Drake.  No,  sir;  we  disbursed  the  bonus;  but  we  retained  an 
option  to  take  them  back. 

Senator  Morgan.  Is  not  that  putting  them  in  pledge? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  What  is  the  difference? 

Mr.  Drake.  It  is  a  distinct  transaction.  We  paid  for  the  cost  of 
the  repairs  *370,000.  We  had  paid  the  $200,000  in  bonds.  When  the 
time  arrived  when  we  could  take  them  Imck  if  we  wanted  to,  we  found 
that  we  could  sell  the  bonds  at  I04i,  and  we  did  take  them  back  at  liJ'2i 
and  sold  them  at  104^.  The  bonds  were  sold  }>ecause  the  repairs  were 
capital  repairs,  and  the  policy  of  the  company,  the  same  as  in  building 
the  La  Boau  was  to  pay  for  the  rebuilding  o^  the  steamships  in  bonds 
or*in  capital  outlay. 

The  bonds,  as  I  say,  were  disbursed  and  taken  back  and  sold  at 
104i.  In  connection  with  the  report  of  that  action  I  want  to  say  that 
we  turned  the  property  over — May  7  was  the  date  of  the  transfer,  I 
believe — and  at  that  time  the  Government  took  control  of  the  property, 
and  all  of  this  action  was  submitted  to  the  boards,  of  which  the  Isth- 
mian Canal  Commission  constituted  a  majority.  The\'  were  present 
when  the  reports  were  made  of  what  action  had  been  had  and  the  , 
report  of  what  action  it  was  proposed  to  take  under  the  contract,  of 
taking  up  the  bonds  at  the  option  price  and  reselling  them  at  a  higher 

grice.  That  was  submitted  to  the  board  in  which  Admiral  Walker, 
rofessor  Burr,  and  Mr.  Grunsky  were  present,  and  other  meraliei-s 
of  the  board  were  members  but  not  in  attendance. 

Senator  Morgan.  What  was  the  date  of  that  meeting? 

Mr.  Drake.  I  think  it  was  subsequent  to  August.  It  was  September 
8  or  28,  1904,  I  think. 

Senator  Morgan.  That  was  about  a  year  after  you  put  the  ships  in 
Cramps'  hands  for  rebuilding? 

Mr.  Drake.  The  ships  were  then  put  in  service.  They  were  entirely 
rebuilt,  as  I  say. 

Senator  Morgan.  That  was  about  a  year  after  you  put  them  in 
Cramps'  hands  for  rebuilding? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  About  a  year. 

Mr.  Drake.  Yes,  sir.  They  were  put  in  their  hands  in  November, 
and  they  were  paid  for  in  August.  The  work  done  was  paid  for  in 
August.     The  work  took  eight  or  ten  months. 

Senator  Morgan.  August,  1904? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  it  is  this  meeting  at  which  you  say  Admiral 
Walker  and  Mr.  Grunsky  and  somebody  else  were  present  that  took 
place  in  November? 

Mr.  Drake.  No,  sir;  in  September — August  or  September.  I  can 
tell  by  the  executive  committee  minutes.  It  was  reported,  at  any  rate, 
to  the  board  regularly  subsequent  to  May  7,  1904. 

Senator  Morgan.  It  was  all  reported  to  the  board  after  Admiral 
Walker  and  Mr.  Grunskv  came  in? 

Mr.  Drake.  Absolutely. 
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Senator  Morgan.  Let  us  see  the  minutes  of  what  you  did  on  that 
occasion. 

Mr.  Drake.  That  would  appear  here  as  ''extmcts  from  the  execu- 
tive committee  were  read  as  an  explicit  statement  of  all  action  had  by 
the  committee  and  approved  and  naade  the  action  of  the  board."  The 
minute  books  that  will  come  over  will  contain  it. 

Senator  Morgan.  The  action  of  the  executive  committee  had  been 
taken  before  that  meeting  that  you  have  referred  to  there,  whei^ 
Admiral  Walker  and  Mr.  Grunsky  were  present'^ 

Mr.  Drake.  Yes,  sir.     The  action  was  nad  the  year  before,  in  1903. 

Senator  Morgan.  By  the  executive  committee 'if 

Mr.  Drake.  By  theboard. 

Senator  Morgan.  Did  the  executive  committee  have  anything  to  do 
with  it  as  a  body  ? 

Mr.  Drake.  Yes,  sir;  it  was  all  conducted  by  the  executive  com- 
mittee, all  done  by  them. 

Senator  Morgan.  Then  it  was  not  by  the  board? 

Mr.  Drake.  The  executive  committee  is  the  board,  in  the  absence 
of  the  board,  and  reports  its  action  to  the  board. 

Senator  Morgan.  I  mean  the  railroad  board,  of  directors. 

Mr.  Drake.  The  board  of  directors  of  the  Panama  Railroad  Com- 
pany, when  this  matter  was  concluded,  approved  of  the  action  of  the 
executive  committee. 

Senator  Morgan.  That  was  in  August? 

Mr.  Drake.  In  August,  1904. 

Senator  Morgan,  x  ou  have  got  the  figures  badly  mixed  up,  or  I 
have,  as  to  the  dates. 

Mr.  Drake.  The  contract  for  the  repair  of  the  steamers  was  made 
in  November,  1903.  The  steamers  were  repaired  and  the  pavments 
were  made  on  account  of  the  repairs  in  August,  1904.  Messrs.  Walker, 
Grunsky,  and  Burr  were  elected  to  the  board  in  June  and  July,  1904, 
and  were  present  at  the  meetings  at  which  the  action  of  the  executive 
committee  was  determined,  was  reported,  and  approved. 

Senator  Morgan.  1  thought  you  said  that  that  meeting  took  place 
in  November? 

Mr.  Drake.  No,  sir;  I  read  the  date. 

Senator  Morgan.  Read  the  minutes,  please.  Let  us  have  the  stoiy 
out  of  the  book. 

Mr.  Drake.  1  do  not  think  there  is  any  record  of  that  in  this  book, 
except  the  report.  [After  consulting  minute  book.]  No,  sir;  it  does 
not  appear  in  these  minutes.  There  is  shown  here  the  meeting  of  the 
board  of  August  25;  the  meeting  of  the  board  of  September  15, 1904 — 

g resent,  Drake,  Felton,  Cromwell,  Brown,  Gallaway,  Comstock,  and 
iurr;  meeting  of  the  Panama  Railroad  board  of  directors,  September 
22 — ^present,  Simmons,  Parker,  Felton,  Brown,  Gallaway,  Comstock, 
Walter,  Grunsky,  Parsons,  and  Drake.  I  have  not  any  doubt  that  is 
the  meeting,  but  this  does  not  show  it.  It  says  here:  "  Extracts  from 
the  minutes  of  the  several  meetings  of  the  executive  and  finance  com- 
mittee held  September  16  and  20  were  read  as  an  explicit  statement  of 
all  action  had  since  the  last  meeting  of  the  boara.  Upon  motion, 
duly  seconded,  said  action  was  approved  and  made  the  action  of  the 
board."  There  is  no  reference  at  that  meeting  to  the  particulars  of 
the  report  made  by  the  executive  committee. 
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Senator  Morgan.  You  have  the  date  of  the  ratification  by  Walker, 
under  the  new  regime,  on  the  26th  day  of  September.  A  while  apo 
you  had  it  in  August. 

Mr.  Drake.  Iso,  sir;  what  I  meant  to  state,  and  what  I  think  1  did 
state,  was  that  whatever  was  done  in  the  ratification  of  this  operation 
was  made  by  the  board  of  which  these  gentlemen  were  members;  that 
the  responsibility  of  the  operation  of  the  railroad  had  been  turned  over 
to  this  Commission,  because  they  constituted  a  majority  of  the  board 
in  May  of  that  ye^r,  and  that  all  action  that  had  been  had  by  the  exec- 
utive committee  was  reported  to  the  board  and  approved. 

Senator  Morgan.  The  date  of  the  report  and  the  date  of  the  approval 
was  the  26th  day  of  September? 

Mr.  Drake.  1  have  not  the  date  of  the  report  here.  I  think  it  wa??, 
but  1  have  not  the  date  here. 

Senator  Morgan.  The  date  of  the  meeting  at  which  that  was 
approved  was  the  26th  da}'  of  September,  was  it? 

Mr.  Drake.  I  have  not  the  date.  I  do  not  want  to  give  the  date  of 
the  meeting. 

Senator  Morgan.  There  is  the  date,  on  that  book. 

Mr.  Drake.  I  say  that  that  was  the  meeting  at  which  all  the  mem- 
bers were  present. 

Senator  Taliaferro.  Do  I  understand  you  to  say  that  there  was  a 
finance  committee? 

Mr.  Drake.  Yes,  sir;  it  is  the  executive  and  finance  committee. 

Senator  Taliaferro.  The  executive  and  finance  committee? 

Mr.  Drake.  The  title  of  the  committee  is  the  executive  and  finance 
committee. 

Senator  Talaiferro.  It  is  the  same  committee? 

Mr.  Drake.  Yes,  sir.  I  would  like.  Senator,  to  get  the  date  of  the 
report  of  the  executive  committee  to  the  board  at  which  its  action  was 
approved. 

Senator  Morgan.  I  want  to  get  the  information  from  3'our  minutes 
thereof  the  board  that  approved  it.  I  want  you  to  point  out  the  act 
of  approval,  now;  the  date  of  it. 

Mr.  Drake.  I  find  no  specific  reference  in  the  minutes  of  the  board 
to  the  transaction. 

Senator  Morgan.  Then  you  can  not  state,  as  you  have  stated  on 
your  oath  here,  that  that  board  ever  did  ratify  it? 

Mr.  Drake.  What  I  intended  to  say,  and  what  I  repeat,  is  that  the 
action  of  the  executive  committee  was  reported  to  the  board  sub 
sequently  to  the  transaction  in  August,  at  which  time  the  bonds  were 
taken  up  and  sold.  The  sale  of  the  bonds  was  in  August,  and  it  was 
reported  subsequently  to  the  board  and  approved  by  the  board. 

Senator  Morgan.  What  was  that  date? 

Mr.  Drake.  I  can  not  give  it. 

Senator  Morgan.  Is  there  anv  statement  on  your  minutes  of  that 
fact? 

Mr.  Drake.  No,  sir;  the  statement  is  right  here  in  a  communica- 
tion to  me,  or  a  memorandum  to  me,  from  the  first  assistant  secretary. 

Senator  Morgan.  Who  is  the  first  assistant  se<5retary  ? 

Mr.  Drake.  Mr.  Kossbottom. 

Senator  Morgan.  The  Assistant  Secretary  of  State,  or  of  War,  or 
what  i 
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Mr.  Drake.  The  first  assistant  secretary  of  the  company.  I  asked 
him  to  look  at  the  minutes  and  see  whether  or  not  the  I'eport  of  the 
executive  committee  had  been  made  to  the  board,  and  whether  it  had 
been  ratified  by  the  board. 

Senator  Morgan.  It  has  not  been  stated  before  that  you  had  a  first 
assistant  secretary. 

I  want  to  find  out  now,  and  I  want  to  be  very  exact  in  my  question- 
ing, and  I  want  you  to  be  equally  so  in  your  answers — I  want  to  find 
out,  first  of  all,  the  date  of  the  meeting  at  which  this  transaction 
about  the  repair  of  these  vessels  and  the  pledge  or  the  payment  of 
those  bonds  was  reported  to  the  meeting  of  the  board  of  directors  of 
the  Panama  Railroad  and  was  ratified. 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Can  j-ou  give  it? 

Mr.  Drake.  I  can  not;  no,  sir. 

Senator  Morgan.  Is  it  there  [indicating  minute  book]? 

Mr.  Drake.  It  is  not,  except  in  the  general  statement,  at  each  suc- 
ceeding meeting,  which  I  have  read  before,  that  an  explicit  statement 
of  all  action  had  bj^  the  executive  committee  was  made  to  the  board 
by  reading  the  minutes  of  the  executive  committee,  and  the  action 
of  the  executive  committee  was  approved  and  made  the  action  of  the 
board. 

Senator  Taliaferro.  How  do  you  know,  of  your  own  knowledge, 
that  that  executive  committee  has  ever  approved  these  contracts  for 
the  repair  of  the  vessels,  and  that  the  board  has  approved  of  their 
report? 

Mr.  Drake.  Absolutely'',  and  I  so  testify;  and  I  will  answer  as  to 
the  date  of  the  meeting  of  the  board  at  which  that  action  was  approved 
as  soon  as  I  can  procure  it. 

Senator  Morgan.  Then  your  statement  is  that  you  know,  of  your 
own  knowledge,  that  the  executive  committee  has  approved  of*  this 
transaction  ?  ^ 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  In  regard  to  the  repair  of  the  vessels,  and  you 
know  of  your  own  knowledge  that  the  railroad  directors,  when  Walker 
and  these  other  Isthmian  Commissioners  were  present,  ratified  it? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  But  you  can  not  show  on  your  records  that  any- 
thing of  that  sort  was  done? 

Mr.  Drake.  I  can  not  show  it  specificalh\ 

Senator  Morgan.  We  can  not  have  it  at  all  unless  it  is  specific. 

Mr.  DitAKE.  Then  I  ask  that  the  statement  that  I  have  repeated  so 
often,  I  am  sorry  to  say,  be  taken  as  ray  answer  for  the  moment,  and 
that  is  that  at  the  meeting  that  clause  that  I  have  read  about  extracts 
from  the  minutes,  that  record  is  made  at  every  meeting,  that  the  full 
rej)ort  was  made  to  the  board,  with  those  members  present,  of  all 
action  had  by  the  executive  committee,  and  the  action  or  the  executive 
committee  was  approved. 

The  Chairman.  The  minutes  of  the  executive  committee  will  show 
this,  as  I  understand  it? 

Mr.  Drake.  Absolutely;  and  they  will  be  here  just  as  quickly  as  I 
can  get  the  book. 

Senator  Taliaferro.  Have  you  any  statement  of  earnings  since 
this  Government  took  charge  oi  the  road? 
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Mr.  Drake.  Yes,  sir;  I  have  a  complete  statement! 

Senator  Taliaferro.  I  do  not  want  you  to  submit  it  now,  as  it  will 
interrupt  Senator  Morgan.     You  can  bring  it  in  later. 

Senator  Morgan.  Now  Mr.  Drake,  I  have  been  trying  to  get  at 
an  explanation  made  in  a  report  of  General  Davis  to  the  president  of 
the  Commission,  I  suppose,  and  about  which  he  has  made  a  statement 
here.     I  will  read  it  so  that  you  can  understand  the  bearing  of  it 

Mr.  Drake.  Yes,  sir;  I  understand  what  you  mean. 

Senator  Morgan.  Though  I  see  that  you  are  prepared  for  it.  You 
already  understand  it,  and  3'^ou  have  prepared  for  it,  before  you  came 
here — this  statement  of  Walker's?     Do  you  not  know  about  it? 

Mr.  Drake.  About  Mr.  Wallace? 

Senator  Morgan.  I  mean  General  Davis.  Did  you  not  know  that 
General  Davis  had  made  a  statement  here? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  Did  you  not  know  what  it  was,  and  did  you  not 
come  prepared  to  meet  it  J 

Mr.  Drake.  No,  sir.  I  knew  that  Mr.  Wallace  made  a  statement 
that  we  had  sold  100  bonds — that  we  had  exhausted  our  resources  in 
paying  dividends. 

Senator  Morgan.  He  did  not  state  that.  He  did  not  state  that  you 
had  stolen  a  hundred  bonds. 

Mr.  Drake.  He  said  we  had  sold  100  bonds.  We  sold  265  bonds. 
So  he  was  wrong  to  that  extent. 

Senator  Morgan.  You  all  seem  to  be  down  on  Wallace.  1  do  not 
know  exactly  wh3\ 

Mr.  Drake.  Excuse  me.  Mr.  Wallace  is  a  very  good  friend  of 
mine. 

Senator  Morgan.  Yes,  you  are  all  good  friends,  until  you  get  after 
each  other,  and  then  you  hght  like  tigers.  I  will  read  what  General 
Davis  fc»ays  [reading]: 

''Then  follows  a  statement  of  dividends  paid  and  some  comments, 
one  of  which  is,  'The  present  situation  of  the  railroad  is  not,  therefore, 
favorable.'" 

He  is  quoting  from  a  report  [continuing  reading]:  '*^The  annual 
report  for  1903  gives  the  net  income  of  the  i-ailroad  and  steamships  at 
$401,068,  vet  the  road  paid  an  8  per  cent  dividend,  or  the  sum  of 
$560,000,  while  in  1902  the  net  income  was  $295,384  and  the  dividend 
paid  was  $280,000. 

"  But  for  the  circumstances  that  the  payment  of  the  last  dividend 
went  to  the  credit  of  the  French  Canal  Company,  that  had  already 
bargained  to  sell  its  property  to  the  United  States,  and  that  the  board 
simply  did  the  bidding  of  the  company,  it  is  probable  that  the  dividend 
of  the  company  would  not  have  exceeded  the  net  earnings  for  the  year." 

Mr.  Drake.'  The  dividends  for  what  year,  sir? 

Senator  Morgan.  1903.  He  states  here  that  the  net  income  of  the 
railroad  and  steamships  was  $401,068,  yet  the  road  paid  an  8  per  cent 
dividend,  or  the  sura  of  $560,000,  while  in  1902  the  net  income  was 
$295,384  and  the  dividend  paid  was  $280,000. 

That  leads  me  to  inquire  why  it  was  that  j'ou  paid  more  money  on 
dividends  than  you  had  earned  during  that  year. 

Mr.  Drake.  None  of  our  dividends  were  ever  paid  out  of  the  earn- 
ings of  a  given  year.  I  have  made  a  statement  here,  which  I  want  to 
say  I  did  not  prepare  in  view  of  that.     I  want  to  be  acquitted  of  that. 
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I  prepared  it,  as  I  stated,  honestly,  because  it  was  in  line  with  previous 
statements  I  had  made  to  the  committee  and  what  I  assumed  you 
would  want,  and  showed  what  the  surplus  of  the  company  was,  and  it 
was  out  of  accumulated  earnings  that  all  but  two  of  our  dividends  have 
been  paid.  I  wish  to  say  to  you  that  at  the  time  we  had  $842,000,  I 
think  it  was,  of  free  assests,  and  I  wish  to  say  to  you  that  we  had 
several  millions  of  surplus  on  hand. 

Senator  Morgan.  Do  not  speak  of  the  surplus,  because  that  was 
invested  in  the  i-ailroad.  We  got  that  anyhow,  under  our  stock 
holdings. 

Mr.  Drake.  You  had  not  gotten  it  then. 

Senator  Morgan.  We  were  getting  it,  and  had  made  the  contract 
for  it,  and  had  fought  the  battles,  as  you  stated  here;  we  fought  the 
battles  that  secured  the  revolution  before  j'ou  made  this  change.  Is 
not  that  so? 

Mr.  Drake.  1  made  no  reference  to  the  revolution. 

Senator  Morgan.  You  made  no  reference  to  it,  but  that  is  the  fact, 
as  I  understand  the  figures. 

Now  the  net  earnings,  out  of  which  you  had  made  all  3'our  dividends 
heretofore 

Mr.  Drake.  Out  of  the  accumulated  net  earnings. 

Senator  Morgan.  Well,  I  do  not  know  about  their  being  accumu- 
lated.    If  they  were  not  net  earnings 

Mr.  Drake.  Will  you  please  allow  me  to  say  that  1  am  explaining 
the  action  of  a  board  of  directors  of  a  company  that  followed  a  con- 
sistent business  policy  ?  What  they  did  they  dlid  in  accordance  with 
regular  railroad  practice,  and  they  treated  our  net  earnings  as  surplus; 
they  treated  accumulated  earnings  as  a  fund  out  of  which  a  dividend 
might  be  declared  to  any  extent. 

The  directors  might  properly  have  declared  very  much  larger  divi- 
dends than  they  dio.  Instead  of  doing  so,  they  p^it  it  into  the  prop- 
erty. It  was  conservative  management  to  that  extent.  If  you  ask  me 
why,  when  the  earnings  for  1903  were  $401,000,  I  think  you  said,  we 
declared  a  dividend  of  ^560,000,  my  answer  is  that  we  declared  it;  out  of 
accumulated  earnings,  earnings  of  this  year  and  other  years  that  were 
in  the  possession  of  the  company  at  that  time  and  were  properl}'  appli- 
cable to  dividends.  We  might  very  properly  have  declared  a  25  per 
cent  dividend  in  that  year  and  not  been  criticised  bv  railroad  men  or  by 
any  of  the  practices  of  corporate  management,  fiut  if  you  ask  me  to 
justif}',  or,  rather,  to  establish  the  fact  that  we  paid  $560,000  in  that 
year  erroneously,  when  the  earnings  were  only  four  hundred  and  some 
thousand  dollars,  I  can  not  do  it. 

Senator  Morgan.  You  can  not  justify  it? 

Mr.  Drake.  I  can  not  do  it.  I  can  not  justify  that  argument  that  it 
was  erroneously  done. 

Senator  Morgan.  I  am  not  making  an  argument  about  anything 
myself.  You  seem  to  be.  I  am  trying  to  get  at  some  facts  upon  which 
I  suppose  the  Senate  will  have  to  pass. 

Mr.  Drake.  I  am  trying  to  furnish  them.  Senator. 

Senator  Morgan.  You  declared  this  dividend  of  $560,000  that  year. 
Did  you  pay  it? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  To  whom  did  you  pay  it? 

Mr.  Drake.  To  the  stockholders  of  record. 
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Senator  Morgan.  In  money  ? 

Mr.  Drake.  Yes,  sir.  And  there  never  was  a  time  when  we  declared 
a  dividend  that  we  did  not  have  ample  funds  in  hand  for  that  dividend, 
and  very  much  more,  as  I  have  shown  bv  these  statements. 

Senator  Morgan.  You  paid  it  out  of  money  that  belonged  to  the 
conipany  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  that  would  have  belonged  to  the  United 
States,  if  you  had  not  paid  it  out,  as  a  principal  stockholder? 

Mr.  Drake.  I  do  not  recognize  that.    1  do  not  know  about  that? 

Senator  Morgan.  You  paid  it  to  the  canal  company  while  the^-  held 
the  stock? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  In  November,  1903? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  What  is  the  date  in  November  of  this  declaration^ 

Mr.  Drake.  I  do  not  recall  it.  [After  referring  to  document] 
Two  per  cent  was  paid  on  April  3,  2  per  cent  on  October  1,  and  4 
per  cent  on  January  1;  it  was  paid  on  January  1  because  December  31 
was  Sunday. 

Senator  Morgan.  What  year? 

Mr.  Drake.  That  was  the  year  1903;  during  the  year  1903.  That 
made  up  the  8  per  cent.  Two  per  cent  was  paid  on  April  3,  4  per 
cent  on  October  1,  and  4:  per  cent  on  January  1  of  the  succeeding 
year. 

Senator  Morgan.  1904? 

Mr.  Drake.  It  was  paid  on  the  1st;  disbursed  on  the  1st. 

Senator  Morgan.  W  hen  was  the  dividend  declared  ? 

Mr.  Drake.  The  dividend  of  April  3  was  declared  at  a  meeting  of 
the  board  held  on  March  26. 

Senator  Morgan.   What  year? 

Mr.  Drake.  1903.     It  was  declared  payable  on  April  3. 

Senator  Morgan.  March  26,  1903,  you  declared  now  much  of  a 
dividend? 

Mr.  Drake.  A  dividend  of  2  per  cent,  which  was  payable  on  April  3. 

Senator  Morgan.  Then,  the  next  one?    That  is  2  per  cent  of  it. 

Mr.  Drake.  At  a  meeting  of  the  board,  held  September  24th,  a 
dividend  was  declared  of  2  per  cent. 

Senator  Morgan.  That  is  4. 

Mr.  Drake  (continuing).  On  the  capital  stock  of  the  company,  pay- 
able October  1. 

At  a  meeting  held  December  10,  1903,  a  dividend  of  4  per  cent  was 
declared  upon  the  capital  stock,  payable  on  January  1,  1904. 

Senter  Morgan.  1  es.     Now,  that  is  8  per  cent, 

Mr.  Drake  (continuing).  To  stockholders  of  record  on  December 
28,  1903. 

Senator  Morgan.  Then  you  declared  another  dividend  in  Januarr, 
1904? 

Mr.  Drake.  No,  sir;  we  paid  the  dividend  that  we  declared  in 
December. 

Senator  Morgan.  That  is  the  date  of  payment? 

Mr.  Drake.  Yes,  sir;  it  was  paid  to  stockholders  of  record  of 
December  28,  1903.     The  date  of  payment  was  January  1. 
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Senator  Morgan.  Now,  give  the  date  of  the  contract  with  Cramp. 
What  is  the  date  of  that  contract  with  Cramp? 

Mr.  Drake.  November  13,  1903. 

Senator  Morgan.  Did  you  pay  Cramp  any  money  on  account  as  he 
went  along  with  that  work? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Give  the  date  of  payment  and  the  amounts. 

Mr.  Drake.  I  can  not  do  that  now,  sir.  I  can  get  that  for  you.  I 
will  have  to  get  copies  of  that.  Do  you  want  me  to  get  them  ?  I  want 
to  make  a  memorandum  of  it,  if  you  do. 

Senator  Morgan.  Yes;  I  want  you  to  get  it.  What  payments  were 
called  for  in  that  contract'^  What  are  the  dates  of  payment  called  for 
in  that  contract? 

Mr.  Drake.  The  contract  was  conditioned  upon  our  paying  them  as 
work  progressed  in  bonds,  and  it  stipulated  that  we  would  make  them 
cash  advances  on  those  bonds,  the}^  depositing  the  bonds  with  us  from 
time  to  time,  so  that  they  might  carry  on  the  repaii*s.  The  payments 
that  we  first  made  to  them  from  time  to  time  were  cash  loans  on  the 
bonds,  on  which  they  paid  us  interest,  and  the  final  adjustment  was 
made  in  August,  1904.     I  am  going  to  get  the  dates  of  all  of  those. 

Senator  Morgan.  And  the  bonds  were  $200,000? 

Mr.  Drake.  Two  hundred  thousand  dollars;  yes,  sir.  When  the 
repairs  were  completed,  it  was  found  that  they  cost  $370,000;  some- 
thmg  like  $373,000  and  something.  We  had  in  our  books,  in  our  cur- 
rent assets,  a  depreciation  fund  amounting  to  ^102,000,  which  we  had 
accumulated  and  put  by  for  just  such  repairs.  We  applied  $102,000  of 
that  depreciation  fund  to  the  cost  of  these  repairs  and  sold  $265,000 
of  bonds  to  pay  the  balance. 

Senator  Morgan.  Let  us  get  at  that  depreciation  fund  a  moment. 
Was  it  kept  in  cash  or  on  paper? 

Mr.  Drake.  In  cash.  It  was  a  regular  contribution  from  earnings 
monthly,  and  was  kept  in  cash,  at  interest,  in  the  trust  company. 

Senator  Morgan.  And  you  resorted  to  that  for  that  payment  of  how 
much  ? 

Mr.  Drake.  Of  $102,000  on  account  of  the  repairs.  We  applied  it 
to  that. 

Senator  Morgan.  When  was  that  contribution  made? 

Mr.  Drake.  At  the  time  of  the  settlement. 

Senator  Morgan.  In  August,  1904? 

Mr.  Drake.  Yes,  sir.  At  the  time  of  the  settlement  of  their 
accounts.     I  will  present  the  vouchers  here. 

Senator  Morgan.  You  then  had  that  fund  there  and  you  resorted 
to  that? 

Mr.  Drake.  Yes,  sir;  and  sold  $265,000  of  bonds  for  the  balance. 

Senator  Morgan.  At  that  time  that  fund  belonged  to  the  United 
States,  did  it  not,  as  the  chief. stockholder^ 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  What  you  call'the  depreciation  fund? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Then,  having  put  in  deposit  with  Mr.  Cramp  at 
the  time  that  contract  was  made  §200,000  of  bonds 

Mr.  Drake.  From  time  to  time  we  emitted  bonds  to  that  extent  to 
them.  They  were  not  all  given  at  once,  but  they  were  given  as  the 
work  progressed. 
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Senator  Morgan.  They  were  delivered  as  the  work  progressed? 

Mr.  Drake.  Yes;  at  different  times  a  certain  number  of  the  bonds 
were  given  in  payment.     I  will  read  the  contract. 

Senator  Morgan.  I  shall  have  to  put  it  in  evidence,  I  see,  but  I 
want  a  little  explanation  of  it  before  it  is  put  in.  1  do  not  want  you 
to  read  it  now. 

The  contract  was,  then,  that  you  were  to  put  up  $200,000  of  bonds, 
from  time  to  time,  as  the  work  progressed,  and  that  you  had  the  privi- 
lege of  redeeming  them? 

Mr.  Drake,  les.  sir. 

Senator  Morgan.  That,  then,  was  not  a  payment  of  the  bonds? 

Mr.  Drake.  Will  you  let  me  read  this  [referring  to  eonti-act]? 

Senator  Morgan,  rlease  follow  mc,  if  you  will.  I  am  so  dull  that 
I  can  not  do  two  things  at  once,  as  you  can. 

You  commence,  then,  giving  the  bonds  out  on  this  arrangement 
under  the  right  of  redemption  i 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  then  upon  that  you  make  cash  payments? 

Mr.  Drake.  Cash  advances. 
'    Senator  Morgan.  Well,  advances. 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Upon  which  you  would  charge  him  interest? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  So  as  to  keep  the  accounts  in  balance?  The  bonds 
were  drawing  interest? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  you  charged  the  same  i*ate  that  was  in  the 
bonds? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  So  as  to  keep  the  bookkeeping  all  right.  You 
went  on  that  wav  until  1^200,000  oi  bonds  were  put  in  ? 

Mr.  Drake.  iTes,  sir. 

Senator  Morgan.  When  was  the  last  of  those  >K)nds  put  in? 

Mr.  Drake.  I  will  get  the  dates  of  the  payments. 

Senator  Morgan.  In  August? 

Mr.  Drake.  Prior  to  August,  1904. 

Senator  Morgan.  And  not  until  then.  Yes.  So  that  when  this 
property  was  turned  over  to  the  United  States  Cramp  held  those 
bonds.     Have  they  ever  been  taken  up? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Taken  up  by  the  company? 

Mr.  Drake.  They  were  taken  up  and  sold;  $265,000  of  bonds  were 
sold. 

Senator  Morgan.  By  whom? 

Mr.  Drake.  In  the  open  market. 

Senator  Morgan.  What  for? 

Mr.  Drake.  To  raise  the  monej'^  to  settle  the  account  with  Cramp. 

Senator  Morgan.  How  many  were  sold? 

Mr.  Drake.  Two  hundred  and  sixty-tive  thousand  dollars. 

Senator  Morgan.  What  became  of  the  money  j^ou  had  been  paying 
Cramp  all  this  time?     Was  that  the  balance? 

Mr.  Drake.  That  was  deducted  from  the  amount  due  them.  They 
paid  their  cash  loans. 
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Senator  Morgan.  When  you  came  to  make  a  settlement  with 
Cramps 

Mr.  Drake.  We  charged  them  with  the  money  that  had  been  loaned' 
them. 

Senator  Morgan.  You  answer  a  question  before  I  can  get  it  out. 
When  vou  came  to  make  a  settlement  with  Cramp,  you  paid  him 
$265,000? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  How  much? 

Mr.  Drake.  We  paid  hira  the  balance  due  him. 

Senator  Morgan.  How  much  was  that? 

Mr.  Drake.  1  do  not  know,  sir.     1  shall  have  to  find  it. 

Senator  Morgan.  You  do  not  know  what  the  balance  was  that  waa 
due,  then? 

Mr.  Drake.  No,  sir;  because  I  do  not  know  what  the  dates  or 
amounts  of  payment  were. 

Senator  Morgan.  What  fund  did  you  pay  that  out  of? 

Mr.  Drake.   We  paid  it  out  of  the  proceeds  of  the  sale  of  the  bonds. 

Senator  Morgan.  So  that  you  sold  $266,000  of  those  bonds  that  you 
had  left  in  Cramp's  hands  to  raise  the  money  to  pay  him  for  repairing 
those  ships? 

Mr.  Drake.  Senator,  I  am  sorry  if  1  can  not  make  myself  plain. 

Senator  Morgan.  Well,  j^ou  certainly  can  not,  if 

Mr.  Drake.  The  contract  called  for  hypothecating,  or  rather  for 
the  payment  of  $200,000  of  bonds 

Senator  Morgan.  I  think  you  had  better  stick  to  that  word  "  hypoth- 
ecating." 

Mr.  Drake.  No,  sir.  That  was  a  mistake,  and  I  do  not  want  to  stick 
to  a  mistake.  They  hypothecated  the  bonds  with  us.  We  paid  them 
$200,000  in  bonds,  ne  made  delivery  and  cash  advances  on  those 
bonds  while  they  held  them.  W^hen  we  came  to  settle  their  account, 
the  total  cost  of  the  repairs,  of  the  $370,000,  we  applied  $102,000  of 
the  depreciation  fund  for  steamers,  and  we  sold  the  $200,000  of  bonds 
that  we  had  taken  up  from  the  Cramps,  and  $65,000  more  of  bonds, 
making  $265,000  in  all,  to  raise  the  necessary  money  to  pay  the  whole 
amount  of  $370,000  due  to  the  Cramps. 

Senator  Morgan.  Now  I  think  we  understand  it.  Therefore,  when 
we  took  over  those  ship^,  we  took  them  over  with  a  debt  which  finally 
amounted  to  $265,000,  which  you  sold  bonds  to  get  the  money  to  pay  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  That  is  the  fact? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Did  Cramp  buy  the  bonds? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  Who  has  got  them  now  ? 

Mr.  Drake.  They  were  sold  to  the  public,  and  are  outstanding. 

Senator  Morgan.  Where  had  these  bonds  been  kept  before  you  sold 
them  ? 

Mr.  Drake.  In  the  care  of  the  committee  of  securities  of  the  com- 
pany. 

Senator  Morgan.  Had  they  ever  been  issued  to  the  public? 

Mr.  Drake.  They  were  in  the  treasury  of  the  company.  There  is 
a  question  about  what  you  would  call  issued  to  the  public.    They  were 
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issued,  bonds  up  to  the  full  extent  of  the  authorized  issue,  4,000  bonds. 
Of  that  4,000  bonds  a  cei^tain  number  were  sold  when  we  retired  the 
7  per  cent  sterling.  A  certain  additional  number  were  sold  when 
we  paid  the  contractors  who  had  built  the  La  Boca  wharf.  The  bal- 
ance were  in  the  compan3''s  treasury.  And  of  that  balance,  $265,000 
were  sold  to  pay  Cramp  &  Sons.  Of  the  balance  that  have  not  been 
redeemed  by  drawing,  there  are  628  in  the  company's  treasurj'  now. 

Senator  Morgan.  These  are  amongst  the  bonds*^  that  were  subject 
to  be  drawn  and  paid  on  the  drawings — they  were  that  class  of  bonds  f 

Mr.  Drake.  1  do  not  understand  the  question,  Senator. 

Senator  Morgan.  There  were  certain  bonds  there  that  you  owed; 
that  you  put  in  circulation  that  were  subject  to  redemption? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  These  are  of  that  class? 

Mr.  Drake.  All  of  the  issue  are  subject  to  redemption. 

Senator  Morgan.  The}'  are  of  that  class? 

Mr.  Drake.  Yes,  sir.  " 

Senator  Morgan.  Were  those  bonds  ever  before  in  circulation,  hav- 
ing been  sold  by  the  company — those  that  you  sold  in  order  to  get 
the  money  to  pay  the  Cramps? 

Mr.  Drake.  Iso,  sir. 

Senator  Morgan.  They  had  been  all  the  time  in  the  treasury  of  the 
company  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  What  resolution  of  the  board  authorized  the  sale 
of  those  bonds  (    Please  refer  to  it. 

Mr.  Drake.  I  think  that  will  be  another  case  where  the  action  of 
the  executive  committee  was  approved  by  the  board. 

Senator  Morgan.  I  am  afraid  so.  I  am  afraid  it  is,  but  I  want  to 
find  out. 

Mr.  Drake  (after  looking  through  book  of  minutes).  1  do  not 
see  it  specifically  stated  in  this  minute  book. 

Senator  Morgan.  Then,  there  is  no  record  of  any  order  by  the  board 
of  directors  of  the  Panama  Railroad  Companv  for  a  sale  of  those 
bonds?  ' 

Mr.  Drake.  There  is  a  record  of  the  approval  of  the  act^s  of  the 
executive  committee. 

Senator  Morgan.  There  is  no  record,  though,  on  your  minutes? 

Mr.  Drake.  I  do  not  see  an}^;  no,  sir. 

Senator  Morgan  (continuing).  By  the  company  authorizing  the  sale 
of  those  bonds.  I  wish  to  ask  you  in  regard  to  all  this  transaction, 
beginning  with  that  contract  with  Cramp 

Mr.  Drake.  I  would  like  to  answer  that  last  remark  that  you  made. 
Senator,  if  I  may. 

Senator  Morgan.  Yes. 

Mr.  Drake.  I  say  there  is  an  oflicial  record  of  the  authority  to  sell 
the  bonds.     It  is  not  in  this  book. 

Senator  Morgan.  That  is  the  book  of  the  railroad  company? 

Mr.  Drake.  This  is  the  minute  book  of  the  board  of  directors. 

Senator  Morgan.  I  sh}',  of  the  board  of  directors  of  the  railroad 
company. 

Mr.  Drake.  The  book  shows  that  they  approved  the  action  of  the 
executive  committee.     This  book  shows  that. 


INVESTIGATION   OF   PANAMA   CANAL  MATTERS.  2885 

Senator  Morgan.  1  am  not  going  to  take  your  answer  upon  that ' 
other  book  until  you  produce  the  record  to  show  it.     1  want  to  see  it 
before  1  take  that  as  being  established. 

From  the  time  that  that  contract  was  made  with  Cramp  down  to  the 
time  of  the  settlement  of  this  transaction,  in  September,  1904,  3'our 
minutes  do  not  show  what  the  transaction  was? 

Mr.  Drake.  This  book  of  minutes  does  not. 

Senator  Morgan.  That  book  of  minutes  does  not? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  Those  are  the  minutes  of  the  railroad  company? 

Mr.  Drake.  This  is  the  minute  book  of  the  board  of  directors. 

Senator  Morgan.  Of  the  board  of  directors  of  the  railroad  company  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  All  the  transactions  in  regard  to  that  business 
were  in  the  hands  of  the  executive  committee,  and  whatever  is  shown 
b^^  their  records  is  what  took  place  in  these  transactions,  and  it  is 
not  shown  anj^where  else? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Now,  who  comprised  that  executive  committee 
during  this  period  of  time^ 

Mr.  Drake.  J.  Edward  Simmons,  William  Nelson  Cromwell,  Ver- 
non H.  Brown,  Edward  A.  Drake,  Xavier  Bo3^ard,  during  part  of  the 
time;  and  J.  Edward  Simmons,  William  Nelson  Cromwell,  J.  H. 
Parker,  Vernon  H.  Brown,  William  Barclay  Parsons,  and  Edward  A. 
Drake  during  the  balance  of  the  time. 

Senator  Morgan.  When  did  Mr.  Parsons  come  into  that  executive 
committee? 

Mr.  Drake.  In  August,  1  think,  sir.  I  ought  to  have  these  things 
on  the  end  of  my  tongue,  but  I  do  not  pretend  to  remember  them. 

Senator  Morgan.  If  you  get  it  from  the  books,  that  will  be  satis- 
factory to  me. 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Can  some  one  give  me  the  date  of  the  ratification 
of  the  Hay-Varilla  treaty. 

Senator  Kittredge.  The  23d  of  February,  1904. 

Senator  Morgan.  At  what  time  was  it  dated? 

Senator  Kittredge.  It  was  negotiated  in  November,  1904. 

Senator  Morgan.  On  the  17th,  was  it  not? 

Senator  Kittredge.  I  think  so;  I  am  not  quite  sure. 

Mr.  Drake  (reading  from  minute  book).  At  the  meeting  of  October 
13,  1904,  the  President  announced  to  the  board,  under  the  authoritj^ 

Slv^en  him  by  amended  article  8,  the  appointment  of  William  Barclay" 
arsons  as  a  member  of  the  executive  and  finance  committee. 

Senator  Morgan.  This  transaction  with  Cramp  had  been  closed 
before  that? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Why  did  you  put  Parsons  in  as  one  of  the  mem- 
bers of  the  executive  committee  while  this  transaction  was  current? 

Mr.  Drake.  I  gave  you  the  directors  of  the  two  years  1903  and  1904. 

Senator  Morgan.  I  was  not  running  by  years;  But  about  the  date  of 
the  making  of  the  Cramp  contract  and  the  date  of  the  final  settlement 
of  it  Mr.  Parsons  was  not  one  of  the  executive  committee  ? 

Mr.  Drake.  No,  sir. 
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Senator  Morgan,  He  was  not  a  member  of  the  board  at  all  at  the 
time  if 

Mr.  Drake.  I  will  find  out  about  that. 

Senator  Kittredgr.  It  is  stated  here  [reading]  that  the  treaty 
was  signed  November  18,  1903;  and  then  mtifieation  advised  by  the 
Senate  February  23,  1904;  and  it  was  ratified  by  Panama  December 
2,  1903,  and  then  ratified  by  the  President  February  25,  1904,  and 
ratifications  were  exchanged  February  26,  1904,  and  proclaimed  the 
same  date. 

Senator  Morgan.  Yes.     Thank  you. 

Mr.  Drake.  Mr.  Parsons  was  elected  as  a  director  on  September  15. 
1904,  and  was  appointed  a  member  of  the  executive  committee  on 
October  13,  1904. 

Senator  Morgan.  So  that  the  Cramp  transaction  was  entirely  closed 
before  he  became  a  member  of  the  executive  committee? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Very  good.  Now  we  have  that.  That  last  pay- 
ment of  4  per  cent  out  of  the  8  per  cent  that  you  made  during  the 
year  1903  was  made  after  the  Hay-Varilla  treat^^  had  been  signed — 
after  the  revolution  in  Panama? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  The  date  of  these  dividends  you  have  given. 
Four  per  cent  of  it  was  prior  to  the  revolution  in  Panama  and  4  per 
cent  afterwards.     And  you  declared  a  dividend  there  of  $560,000. 

Mr.  Drake.  During  the  year. 

Senator  Morgan.  Yes;  during  the  year,  which  is  in  excess  of  the 
earnings  during  the  year,  which  were  $401,068,  net  earnings.  The 
difference  between  the  amount  that  you  declared  a  dividend  for  and 
the  net  earnings  that  vear  wav-  how  much? 

Mr.  Drake.  One  hundred  and  fifty-nine  thousand  dollars.  The 
dividend  was  not  declared  out  of  the  earnings  of  that  year. 

Senator  Morgan.  And  while  4  per  cent  of  it  had  been  paid  before 
the  Panama  revolution,  4  per  cent,  or  half  of  it,  was  paid  afterwards? 

Mr.  Drake.  Yes. 

Senator  Morgan.  And  then  you  left  a  debt  standing — you  were  on 
the  executive  committee,  and  I  am  asking  you  this  question — you  left 
a  debt  standing  on  the  ship  arrangement  that  it  took 

Mr.  Drake.  Two  hundred  and  sixty-five  thousand  dollara 

Senator  Morgan  (continuing).  To  pay? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  the  United  States  had  to  pay  it? 

Mr.  Drake.  The  company  paid  it. 

Senator  Morgan.  Well,  but  of  the  property  belonging  to  the  United 
States? 

Mr.  Drake.  The  Government  had  not  taken  possession  of  the 
property. 

Senator  Morgan.  It  had  not? 

Mr.  Drake.  No,  sir;  it  had  not — oh,  yes,  it  had;  yes,  sir. 

Senator  Taliaferro.  When  was  the  last  4  per  cent  dividend 
declared? 

Senator  Morgan.  December,  1903. 

Mr.  Drake.  December  10, 1903. 

Senator  Morgan.  After  the  Hay-Varilla  treaty  had  been  made. 
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Well,  now,  I  want  to  be  very  frank  with  you,  and  it  looks  to  me  like 
you  were  diverting  funds  from  the  United  States  into  the  Panama 
t^anal  Company,  i  oii  paid  that  dividend  to  the  Panama  Canal  Com- 
panv? 

Mr.  Dbake.  Yes,  sir. 

Senator  Taliaferro.  The  Panama  Railroad  Company,  you  mean? 

Senator  Morgan.  No;  the  Panama  Canal  Companv.  They  were  the 
holders  of  the  stock  until  the  stock  was  turned  over,  in  May,  1904. 

Senator  Taliaferro.  Yes;  excuse  me. 

Mr.  Drake.  The  stock  of  the  railroad  company  was  not  turned  over 
to  the  United  States  Government  until  May  7,  by  actual  transfer  in 
Paris,  and  up  to  that  time  the  stock  belonged  to  the  Panama  Canal 
Company,  as  far  as  the  directors  of  the  railroad  company  knew. 

Senator  Morgan.  It  looks  to  me,  Mr.  Drake,  that  the  Government 
of  the  United  States  was  out  of  pocket  the  whole  amount  of  the  bonds 
that  you  gentlemen  authorized  to  be  sold  on  that  occasion,  and  that 
there  is  no  justification  in  it;  and  if  there  is  any  justification  in  it,  I 
would  like  you  to  explain  it. 

Mr.  Drake.  I  explain  it  simply  by  the  fact  that  the  act  was  then 
authorized  by  the  then  owners  of  the  property,  exactly  as  our  acts  are 
authorized  and  approved  by  the  present  owners  of  the  property.  The 
property  of  the  company  belongs  to  the  owners  of  the  stock  of  the 
company.  I  am  telling  you  a  fact.  Senator.  The  property  of  a  com- 
psLuy  belongs  to  the  owners  of  the  stock  of  tbe  company,  and  the  acts 
of  the  directors  of  a  company  are  to  be  approved  by  the  owners  of 
the  company,  so  long  as  the  stock  stands  in  their  names. 

Senator  morgan,  i  ou  evidently  st^nd  on  the  position  that  this  execu- 
tive committee  of  that  railroad  company  had  tiie  right  to  make  these 
transactions? 

Mr.  Drake.  Absolutely,  sir. 

Senator  Morgan.  Yes;  but  still  you  got  it  ratified  after  the  Isthmian 
Canal  people  came  in. 

Mr.  Drake.  The  railroad  company  had  nothing  whatever  to  do  with 
that,  sir. 

Senator  Morgan.  Were  not  the  directors  presently 

Mr.  Drake.  The  railroad  company  were  hot  parties  to  it  in  any 
way.  The  affairs  of  the  railroad  company  were  administered  by  the 
board  of  directors. 

Senator  Morgan.  Well? 

Mr.  Drake.  And  the  board  of  directors  conducted  the  business  of 
that  companv. 

Senator  AIorgan.  When  I  say  the  railroad  company,  I  mean  its 
board  of  directors. 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Yes;  and  y^ou,  as  one  of  that  executive  committee, 
appealed  to  the  action  taken  by  the  board  of  directors  after  the  Isth- 
mian Canal  representatives  ha5  come  in,  as  a  ratification  of  what  you 
had  done? 

Mr.  Drake.  Yes,  sir;  but  we  are  talking  about  things  that  hap- 
pened prior. 

Senator  Morgan.  Why  did  you  want  ratification  if  the  act  was 
perfect? 

Mr.  Drake.  I  onl}'^  spoke  of  that  to  show  that  the  acts  of  the  board, 
or  rather  the  acts  of  the  committee  that  were  made  the  acts  of  the 
p  0— Vol  3—06 60 
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board,  were  also  the  acts  of  the  Isthmian  Canal  Commission  and  of  the 
Government. 

Senator  Morgan.  They  were  not  the  acts  of  the  Isthmian  Canal 
Commission  transacted  under  its  board,  but  only  approved  by  it  after- 
wards. 

Mr.  Drake.  You  ask  me  a  question,  and  I  say  that  the  Government 
took  possession  of  the  railroad  on  May  7, 1904;  and  from  that  time  on, 
everything  that  was  done  bv  the  board  of  directors  was  done  by  and 
with  the  approval  of  the  Onited  States  Government,  represented  by 
the  Isthmian  Canal  Commission;  and  if  it  was  not,  the  Istnmian  Canal 
Commission  did  not  perform  its  duty  as  a  majority  of  the  board. 

Senator  Morgan.  The  approval  could  not  have  been  given  by  the 
Isthmian  Canal  Commission  members  until  they  were  made  members 
of  the  board. 

Mr.  Drake.  Well,  there  were  three  or  four  of  them  members  at 
that  time. 

Senator  Morgan.  At  what  time? 

Mr.  DrAke.  At  the  time  the  action  you  are  speaking  of  was 
approved  —the  conclusion  of  the  Cramp  contract. 

Senator  Morgan.  I  admit  that,  but  that  was  between  May  7  and 
September  17—  about  that  time. 

Mr.  Drakk.  Yes,  sir. 

Senator  Morgan.  Before  they  came  into  the  board? 

Mr.  Drake.  Yes,  sir.*    . 

Senator  Morgan.  So  that  you  wanted  to  make  their  ratification 
relate  back  to  cover  all  that  had  been  done? 

Mr.  Drake.  I  wanted  to  make  that  ratification  cover  the  consumma- 
tion of  a  conti'act  which  had  been  previously  made.  If  they  wanted  so 
to  do,  they  could  have  directed  us  to  take  up  those  bonds  and  not  to 
sell  the  bonds. 

Senator  Morgan.  You  had  sold  them  ? 

Mr.  Drake.  No,  sir;  I  beg  pardon.  I  want  to  get  the  dates  of 
those  things. 

Senator  Morgan.  Were  they  sold  b}'  order 

Mr.  Drake.  They  came  in  on  May  7,  and  they  had  the  board  between 
that  time 

Senator  Morgan.  You  are  not  stating  facts,  Mr.  Drake.  These  men 
that  were  appointed  from  the  Isthmian  Canal  Commission  did  not 
come  in  on  May  7. 

Mr.  Drake.  The  Government  came  into  possession  of  the  pix)pertv 
May  7. 

Senator  Morgan.  I  am  not  talking  about  that.  Do  not  try  to 
dodge  facts  in  that  way. 

Mr.  Drake.  Excuse  me.     I  am  not  trying  to  do  so. 

Senator  Morgan.  That  is  not  becoming. 

Mr.  Drake.  I  did  not  intend  to  do  it. 

Senator  Morgan.  These  men  who  were  taken  and  put  into  the  Com- 
mission upon  resignations  of  other  men  who  were  in  the  Commission 
did  not  come  in  there  until  September. 

Mr.  Drake.  I  will  straighten  that  out  now.  [After  referring  to 
minute  book.J  Here  is  a  meeting  of  July  26 — changes  in  directors. 
At  the  meeting  of  July  14,  1904,  Admiral  Walker  was  elected.  Mr. 
William  H.  Burr  was  elected  at  the  same  meeting,  July  14.  Mr.  C 
Ewald  Grunsky  was  elected  at  the  same  meeting,  tfuly  14.     At  the  fol- 
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lowing  meeting,  July  26,  Messrs.  Walker,  Burr,  and  Grunsky  were 
present. 

Senator  Mobgan.  That  is  the  first  time  they  were  present? 

Mr.  Drake.  They  were  present  at  the  meeting  when  they  were 
elected. 

Senator  Morgan.  That  is  the  first  time  they  were  present,  I  say, 
was  it  not? 

Mr.  Drake.  That  is  the  first  time  that  they  were  present  as  duly 
elected  directors;  yes,  sir. 

Senator  Morgan.  So  that  it  was  July  26  before  .you  could  appeal 
to  them  as  members  of  the  Isthmian  Canal  Commission,  who  had 
been  elected  directors  for  the  ratification  of  what  you  had  done  in  that 
Cramp  business,  and  you  did  appeal  to  them,  and  you  got  their  ratifi- 
cation^ without  their  having  ever  ordered  any  part  of  it.  Do  you 
undertake  to  say  that  at  that  meetings  when  they  came  there,  July  26, 
they  ordered  the  sale  of  these  bonds,  or  had  it  been  ordered  before? 

Mr.  Drake.  No;  I  undertake  to  say  that  at  a  subsequent  meeting — at 
that  meeting  or  a  subsej^uent  meeting— they  ratified  the  action  taken 
by  the  executive  committee  by  which  the  bonds  were  ordered  to  be 
dold. 

Senator  Morgan.  Then  the  executive  committee,  as  you  have  now 
just  stated,  for  the  first  time,  ordered  those  bonds  to  be  sold? 

Mr.  Drake.  I  say  so,  because  I  do  not  find  an  order  of  the  board. 

Senator  Morgan.  Do  you  not  remember  that  that  is  so,  being  one 
of  them? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  The  executive  committee,  then,  ordered  the  bonds 
to  be  sold,  and  then,  after  Admiral  Walker  and  these  other  gentlemen 
came  in  from  the  Isthmian  Canal  Commission,  you  got  their  ratifica- 
tion of  what  3'^ou  had  done  ? 

Mr.  Drake.  I  have  not  got  the  date  of  the  sale  of  the  bonds  here. 

Senator  Taliaferro.  And  the  bonds  had  been  sold  and  delivered 
when  these  men  came  in  ? 

Mr.  Dhake.  No,  sir.  The  bonds  were  not  sold  until  August  or 
September,  when  the  contract  was  closed — about  the  middle  of  August. 
I  will  get  that  date  exactly.  The  Government  came  into  possession  of 
the  property  on  the  7th  of  May.  All  of  these  gentlemen  who  became 
directors  in  July,  and  later,  might  have  been  made  directors  at  that 
time. 

Senator  Taliaferro.  This  transaction,  then,  was  after  the  property^ 
had  been  turned  over  to  the  Government  on  the  7th  of  May  ? 

Mr.  Drake.  The  consummation  of  the  contract  was. 

Senator  Taliaferro.  I  say,  this  transaction  that  Senator  Morgan  is 
speaking  about  now? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Yes;  when  I  think  the  Government  of  the  United 
States  ought  to  have  had  some  word  about  it,  and  some  show,  and  they 
had  none. 

Senator  Taliaferro.  The  dividend  seems  to  be  a  remarkable 
feature. 

Senator  Morgan.  That  dividend  that  you  paid  in  excess  of  net 
earnings 


Mr.  Drake.  Of  that  vear.     The  dividend  that  was  paid  in  1903  in 
excess  of  the  earnings  of  1903. 
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Senator  Morgan.  1903? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  That  did  not  belong  to  these  stockholders,  did  it  i 

Mr.  Drake.  I  think  it  did;  yes,  sir. 

Senator  Morgan.  On  what  ground  do  you  put  it? 

Mr.  Drake.  I  have  stated  it,  and  I  repeat  that  it  belonged  to  the 
stockholders.  The  dividends  in  companies  are  declared  payable  to 
stockholders  of  record  on  given  dates.  The  stockholders  of  record  of 
the  company  during  that  time  were  not  the  United  States  Govern- 
ment. The  stockholders  of  record  were  the  French  Canal  Company, 
and  the  dividends  were  paid  to  them  as  stockholders  of  record  on  tfie 
books  of  the  company. 

Senator  Morgan.  If  the  payment  was  regular,  where  is  the  con- 
science or  morality  that  lies  at  the  back  of  paying  stockholders 
$166,000  more  than  they  were  entitled  to? 

Mr.  Drake.  There  is  no  question  of  conscienC'C  or  morality  involved 
in  it. 

Senator  Morgan.  I  think  there  is. 

Mr.  Drake.  1  beg  to  differ  from  you,  if  I  may  be  allowed  to,  and  if 
it  is  proper  that  I  should.  The  names  in  which  a  stock  stands  are 
those  of  the  people  who  own  the  property.  Until  those  ceilificates  of 
stock  are  endorsed  on  the  back  and  the  stock  is  transferred  on  the 
books  of  the  company,  everything  that  is  in  the  company  is  vested  in 
the  holders  of  the  stock,  and  that  stock  was  not  transferred  until  the 
7th  of  Mav,  and  that  was  done  in  Paris,  and  on  the  18th  of  May  in 
the  Uni tea  States. 

Senator  Morgan.  That  may  justify  an  officer  as  against  the  company 
in  paying  over  the  money  to  these  stockholders,  but  it  did  not  justify 
them  as  owners  of  it,  because  it  did  not  belong  to  them. 

Mr.  Drake.  That  is  another  question. 

Senator  Morgan.  That  is  what  I  am  trying  to  get  at.  Who  drew 
up  these  papers?     Who  drew  that  Cramp  contract? 

Mr.  Drake.  It  was  drawn  under  advice  of  counsel. 

Senator  Morgan.  Who? 

Mr.  Drake.  Probably  by  Sullivan  &  Cromwell.  No  contract  is 
made  by  the  company  that  is  not  prepared  and  revised  by  them. 

Senator  Morgan.  They  drew  up  the  contract? 

Mr.  Drake.  Yes,  sir;  under  the  terms  that  had  been  made  by  the 
officers. 

Senator  Morgan.  And  Cromwell  was  a  member  of  the  executive 
committee  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  a  stockholder? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  In  the  Panama  Company  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Do  you  know  how  much  stock  he  owned  at  that 
time? 

Mr.  Drake.  No,  sir.     I  can  find  out,  though. 

Senator  Morgan.  You  have  made  a  report  heretofore  that  will  show 
that. 

Mr.  Drake.  I  think  it  was  37  shares,  or  something  like  that. 

Senator  Morgan.  And  the  old  Panama  Canal  Company  owned  a 
large  number  of  shares  at  that  time? 
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Mr.  Drake.  Yes,  sir;  all  but  a  very  small  minority.  They  owned 
sixty -eight  thoasand  eight  hundred  and  some. 

Senator  Mor64N.  The  old  company? 

Mr.  Drake.  Oh,  I  do  not  know  about  the  old  company.  The  New 
Panama  Canal  Company. 

Senator  Morgan.  I  am  talking  about  the  old  company.  Here  is  a 
list  of  them  [reading]:  William  Nelson  Cromwell  owned  31  shares; 
Jean  Pierre  6autron,  liquidator,  owned  68,534  shares:  it  stood  in  the 
name  of  the  old  Panama  Canal  Company  and  this  railroad. 

Mr.  Drake.  Yes,  sir.    What  was  the  date  of  that  stock  list,  Senator? 

Senator  Morgan.  It  was  given  on  your  former  statement,  New 
York,  March  6,  1902. 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  Mr.  Edouard  Lampre,  who  came  over  here 
as  counsel,  owned  341  shares. 

Mr.  Drake.  He  was  the  secretary  of  the  French  company. 

Senator  Morgan.  He  was  the  secretary  of  the  New  ranama  Canal 
Company. 

Mr.  Drake.  Yes,  sir.  I  think.  Senator,  you  should  have  a  later 
stock  list,  if  there  was  one.  A  stock  list  is  a  thing  that  changes,  and 
that  may  not  have  been  the  one  later. 

Senator  Morgan.  I  insist  that  that  dividend  that  }'ou  made  there 
over  and  above  the  net  earnings  for  the  year  1903  and  paid  after  Pan- 
ama had  seceded  and  after  the  treaty  was  made,  or  at  least  was  nego- 
tiated and  signed  between  the  United  States  and  Bunau-Varilla  on 
behalf  of  Panama,  was  a  diversion  of  the  money  that  belonged  to  the 
United  States  as  the  owner  of  that  stock  to  the  old  Panama  Canal 
Company.    .That  is  what  I  claim. 

Mr.  Drake.  That  is  a  ver\^  serious  charge  to  make,  Senator. 

Senator  Morgan.  Well,  I  will  give  you  plenty  of  time  to  explain 
it,  if  you  can  do  it  at  an}'  time. 

Mr.  Drake.  I  have  done  it. 

Senator  Morgan.  You  can  think  it  over  until  we  meet  again,  and  1 
will  ask  you  for  an  explanation. 

Mr.  Drake.  1  can  not  explain  it  any  differently  from  what  I  have. 

Senator  Morgan.  Then  the  thing  is  closed,  and  1  will  not  ask  you 
anv  more  questions. 

The  Chairman.  Have  you  finished  your  questioning.  Senator? 

Senator  Morgan.  I  am  through  on  that  point. 

Senator  Taliaferro.  How  long  have  you  been  connected  with  this 
Panama  Canal  Railroad  Company,  Mr.  Drake? 

Mr.  Drake.  Since  1888. 

Senator  Taliaferro.  Did  it  bi'ing  you  more  or  less  in  connection 
with  the  owners  of  the  property — the  stockholders  of  the  French 
Company  ? 

Mr.  Drake.  No,  sir;  not  particularly.  1  saw  them  occasionally. 
I  was  brought  in  contact  with  Mr.  Boyard,  who  was  the  representative 
of  the  French  Company.  I  do  not  think  1  ever  met  any  of  the  others, 
except  Mr.  Whaley,  'who  was  a  representative  of  theirs  here,  an 
appointee  of  theirs  here.  He  was  vice-president  and  general  manager 
of  the  company  for  a  time. 

Senator  Taliaferro.  What  has  become  of  Mr.  Whaley  i 

Mr.  Drake.  He  has  retired.     He  has  gone  back  to  Paris. 

Senator  Taliaferro.  Did  you  ever  hear  or  know  of  any  stockholder 
in  the  French  Canal  Company  living  in  this  country? 
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Mr.  Drake.  No,  sir;  unless  Bunau-Vartlla  is  a  stockholder.  I  do 
not  know  that  he  is.  I  believe  that  he  was  one  of  the  stockholders  in 
one  of  the  companies^  either  the  old  company  or  the  new,  and  so  as  not 
to  answer  your  question  categorically,  or  apparently  evasively,  I  men- 
tion that  I  knew  of  him,  and  1  met  him  once. 

Senator  Taliaferbo.  You  never  heard  of  any  American  who  was  a 
stockholder  in  either  of  the  French  companies  i! 

Mr.  Drake.  Never,  sir.     I  believe  you  asked  me  what  I  know? 

Senator  Taliaferro.  1  asked  you  if  you  had  ever  heard  or  knew. 

Mr.  Drake.  I  believe  that  a  number  of  French  bankers,  or  (xennan 
bankers,  were  interested  in  the  French  enterprise,  but  I  do  not 
know  it. 

Senator  Morgan.  In  New  York? 

Mr.  Drake.  Yes,  sir. 

(Thereupon  the  committee  adjouraed  until  to-morrow,  Wednesday, 
April  26,  1906,  at  10.30  o'clock  a.  m.) 


(The  following  papers  are,  by  order  of  the  committee,  printed  in 
connection  with  the  testimony  of  Mr.  Drake:) 

BE8ULT  OF  THE  OPERATIONS  OF  THE  PANAMA  RAILROAD  OOMPAiJY 
FOR  THE  CALENDAR  YEAR  1905. 


Summary  of  earnings  and  expenses  for 

ifu  tiodve  months  ending 
1904. 

December  SI,  1905  and 

1905. 

1904.         j     Increase. 

Railroad  earnings: 

Colon  to  Panama 

SI,  228,  MO.  14 
629,299.88 
471.668.37 

1944.153.67  |    8279,806.47 

Panama  to  Colon  ...-....» ^ . .  ^ , , , .  . 

620,681.96            8.617.92 

Mlfloellaneoufi. 

487.640,87 

$15. 971  SO 

Total  railroad  oamingfii 

2,824.928.39 
1,517,475.06 

2,062.476.50  l      272.451.89 
1.021.812.97        496.162.09 

Total  railroad  exDenflCfl*.      

Net  earnings 

807,453.83 

1,081,163.53  ' 

228,710.30 

Per  cent  of  expenses  to  earnings 

65.27                     49- 7A                   IILftI 

Steamship  line: 

Total  eaminss 

$1,864,251.07 
1,841.188.27 

81,148.265.74 
1,013,991.51 

8220.965.38 
827,146.76 

ToIaI  4*xfM*nMMi                      

Net  earnings 

28.U2.80  {        129,274.23 

$106. 161. 4S 

Per  cent  of  expenses  to  earnings 

98.31  1               M.fia 

9.62 

* 

Orand  total  eaminsrs 

18,689.179.46 
2,858,613.83 

88,195.742.24 
2.085,804.48 

8498,437.22 
823,806.85 

Grand  total  pxnftnses t  , . , 

:::::::::.'!... 



Total  net  eaminsrs 

830,566.13 

1,160.487.76 

$329.«n.6S 

Per  cent  of  expenses  to  earnings 

77  49 

68  69 

Sir 

Income  account  and  profiJtrand-loss  account  for  twelve  months  ending  December  31, 190S. 

INCOMB  ACCOUNT. 

Railroad: 

Gross  earnings  from  operation $2, 324, 928. 39 

Operating  expenses 1»  517, 475. 06 

Net  earnings  from  operation $807, 453.  S3 

Steamship  line: 

Gross  earnings  from  operation $1,364,251.07 

Operating  expenses 1, 341, 138. 27 


Net  earnings  from  operation. 


23,112.80 
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Add  income  from — 

Interest  on  securities  owned i $8,245.00 

Premium  and  interest  on  Treasury  bonds  drawn 
for  redemption 1, 377. 50 

Difference  between  contract  rate  of  interest.  3  per 
cent,  and  interest  on  4}  per  cent  bonds,  sola  to 
prepay  indebtedness  due  (in  1906)  contractor 
new  terminal  at  La  Boca 12, 597. 05 

Interest  and  exchange $14,396. 10 

Less  interest  October  1, 1905,  to  Decem- 
ber 27, 1905,  on  606  Panama  Railroad 
4^  per  cent  bonds,  repurchased  from 

MackeyACo 6,590.25 

7,805.85 

Adjustment  of  freight  accounts  for  coffee  ship- 
ments, season  1903-4 3,539.15 

$33,564.55 

Total  net  income 864,130.68 

Less: 

Interest  on  funded  debt — 

First  mortgage,  4}  per  cent  bonds — 

Interest  on  $2,393,000,  January  1  to  March 

31,  1905 26,921.25 

Interest  on  $2,272,000,  April  1  to  Decem- 
ber 31,  1905 76,680.00 

103,601.25 

First  mortgage  sinking  fund 150,000.00 

Concessionary  subsidy  to  United  States  Govern- 
ment under  treaty 25,000.00 

Subsidy  to  Republic  of  Columbia  applied  to — 
Interest  on  subsidy  bonds — 

715  bonds,  January  1  to  Octo- 
ber 31,  1905 $35,750.00 

533   bonds,    November   1  to 
DecemberSl,  1905 5,380.00 


41,080.00 

Redemption  of  subsidy  bonds 183,920.00 

Drawback  on  Colombian  and  Panamanian  produce.         10, 165. 54 


513, 766. 79 


Surplus  for  twelve  months 350,363.89 

PROFIT  AND  LOSS  ACCOUNT. 

By  balance  to  credit  of  profit  and  loss,  December  31,  1904 $4, 797, 423. 44 

By  surplus  from  income  account  for  twelve  months  ended  December 

31,1905 350,363.89 

By  first  mortgage  4}  per  cent  twenty-year  sinking  fund  gold  bonds, 

redeemed 140,000.00 

5,287,787.33 
Lefls: 

To  dividend  No.  120,  5  per  cent,  paid 
February  1,  1905  (out  of  accumulated 
earnings  to  December  31, 1904)— 
Paid  United  States  Government  on 

68,981  shares $344,905.00 

Paid  on  remaining  1,019  shares 5, 095. 00 

$350, 000. 00 

To  cost  of  tug  Artx^n  and  three  lighters  dismantled 

or  condemned  during  the  year 73, 083. 60 

To  sundry  accounts  written  off  net 12,991.61 

436,075.21 

By  balance  to  credit  of  profit  and  lose,  December  31,  1905 4, 851, 712. 12 
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Statement  of  railroad  freight  tonnage  handled. 

FIRST.-FROM  ALL  POINTS  TO  ALL  POINTS. 


1905. 


1904. 


Colon  to  Panama.  \ 

Prom  New  York  to  San  Francisco I     81,843  ' 

From  New  York  and  New  Orleans  to  Panama,  South  Pacific, 

Central  America,  and  Mexico 74,401 

From  Europe  to  Panama,  South  Pacific,  Central  America, 

Mexico,  and  San  Francisco 100,084  i 

From  Colon  to  Panama  (local): 

Commercial  freight 

Isthmian  Canal  Commission. 


38,802 
75, 193  , 
Company's  freight 1     31,409  , 

Total 

Panama  to  Colon. 


39,156 

55,572 

82,918 

26,036 
13,813 
17,344 


From  San  Francisco  to  New  York 

From  South  Pacific,  Central  America,  Mexico,  and  Panama 

to  New  York 

From  South  Pacific,  Central  America,  Mexico,  San  Francisco, 

and  Panama  to  Europe 

From  Panama  to  Colon  (local): 

Commercial  freight 

Isthmian  Canal  Commission 

Company's  freight 


361,782  I    234,: 


Total 

Total  west  bound  and  east  bound. 


26,532 

48,875  i 

65,042 

18,697 
19,895 
8.229 


182,270 


80.409 

43,789 

85,485 

11,285 
1,993 
6,307 


179,268 


534,002  i    418,607 


Increase. '  Decrease^ 


Per  cent. 


33.88 

20.70 

49.08 

464.76 

81.09 


Percent. 
18.71 


60.10 


11.61 


21.87 

898.24 

80.46 


1.67 


29.11 


12.75 


28.91 


SECOND.-COUNTRIES  OF  ORIGIN  AND  DESTINATION. 


Colon  to  Panama. 
For  Panfttnft 

1 

1 
176,594  1 
63,8M  ' 
73,829  1 
33,266  ; 
4,189  1 

74,636 
49,399 
64.312 
42,095 
3,897 

136.61 
29.26 
14.77 

For  Central  America 

For  South  Pacific 

For. San  Francisco :.... 

20.97 

For  Mexico 

7.49 



Total 

361,732  1 

234,339 

50.10 



Panama  to  Colon. 
From  Panama 

56,640 
49,614 
47.369  , 
27,687  ' 
960  , 

40,006 
62,507 
53,952 
31,462 
1,351 

41.58 

From  Central  America ^ 

6.5i 

From  South  Paciflc .. 



12.20 

From  San  Francisco 

11.97 

From  M  exlco 

28.94 

Total I     182,270  '     179,268 


Total  west  bound  and  east  bound i    534,002      413,607 


1.67 


29.11 
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2898  INVESTIGATION   OF   PANAMA  CANAL  MATTEB8. 

Balance  shed  exhibits. 

Exhibit  1. 

Accraed  interest  on  first-mortgaffe  bonds: 

2,272  bonds  at  4}  per  cent  from  Febmary  I,  1906,  to  February 

28,1906 ia,520.00 

Exhibit  2. 

Interest  and  exchange: 

CRBDrr. 

Interest  on  deposits  with  trost  companies  and  Lon- 
don bankers  $30.67 

Profit  on  exchange — New  York,  London,  and 
Isthmus  drafts , 126.00 


DEBIT. 


Loss  on  exchange — New  York,  London,  and  Isth- 
mus drafts 375.00 

Miscellaneous  exchange  items. 4.12 


$156.67 


379. 12 


Debit 222.45 

Exhibit  3. 

Drawback  on  Colombian  and  Panamanian  produce: 
50  per  cent  of  railroad's  proportion  of  freight  re- 
turned on  shipments  of  produce  from  Republic 
of  Panama .^ $103.43 

Exhibit  4. 

Cost  of  road  and  equipment: 

Original  construction $8,232,438.47 

New  contract 1,265,503.69 

Terminal  at  La  Boca 2,203,596.06 

Water  tank  and  pipes  to  connect  Monkey  Hill 

reservoir 3,464.81 

Floating  pile  driver 7,428.03 

Construction  of  electric-light  plant 10, 055. 19 

Construction  of  ice  plant 6,792.70 

Dredging  attachment  for  floating  pile  driver 1, 083. 34 

Filling  lagoon  north  of  Pier  No.  1 4,100.73 

New  tank  at  Pedro  Miguel 3,141.48 

Construction  of  new  tracks.  Colon  yard 12, 462. 48 

Improvements  to  pier  No.  2 .    12,313.53 

Duplicate  ice  plant 10,220.77 

Duplicate  electric-light  plant 4, 528. 18 

New  air  compressor 5,444.66 

Wrecking  crane 8, 451. 20 

Pneumatic  tools  and  machinery 387. 22 

La  Boca  waterworks 3,271.30 

Oil  house  at  Cristobal 1,073.01 

Whitcomb  planer 882.22 

Installation  2  upright  boilers 3,901.95 

$11,800,541,02 

Exhibit  5. 

Real  estate  on  Isthmus: 

Aspinwall  lands $100,000.00 

Panama  lands 125,862.79 

Isthmus  lands 25,631.05 

Interest  in  Panama  Islands 14, 622. 90 

,116.74 
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Exhibit  6. 
Floating  equipment: 

Steaaner  Allianca $164,152.97 

Steamer  Finance ,,,. 221,410.39 

StesLmer  Advance , , 221,186.30 


TugCVi»to6a/ , : 57,942.53 

Tug  Bolivar 70,001.78 

Lifters 162,999.49 


Exhibit  7. 
Bonds  in  Treasury: 

Sinking  fund  subeidy  bonds. $100, 000. 00 

First-mortgage  bonds  of  1897   (unissued),    607 

bonds 607,000.00 

First-mortgage  bonds  of  1897   (purchased),    21 
bonds 21,987.50 


Exhibit  8. 

On  deposit  with  financial  agents  for  redemption  of 
bonds:                                       • 
Mercantile  Trust  Company — Sinking  fund  sub- 
sidy bonds -- $20,000.00 

Central  Trust  Company,  trustee— First-mortgage 

bonds 2,146.00 

Central  Trust  Company,  trustee — Cash  balance 
first-mortgage  sinking  fund 420.36 


Exhibit  9. 

Improvement  and  construction  work  uncompleted: 

New  "Y*' at  La  Boca  Junction $10,393.80 

Installation  of  A  neon  electric  light 13, 499. 06 

Improvement  to  La  Boca  pier t  62.50 

Construction  coal  chute 5, 916. 19 

Construction  of  two  new  steamers  (completed 

plans) 4,274.19 

Cost  of  four  cranes  at  La  Boca  pier 51.00 

Installation  of   new  electric   motors   on  steam 

cranes 5,658.69 

Erection  of  Bucy  rus  wrecking  crane 147. 00 

Improvement  to  pier  No.  4 43,870.64 

Construction  annex  trainmaster's  ofiice 1, 099. 85 

Construction  third  story  Washington  House 4, 302. 52 

Extension  of  sidings 1, 107. 19 

New  equipment 299,578.78 

Permanent  refrigerating  plant,  Colon 6, 784. 68 

New  lighters  at  Colon .• 416.12 

Construction  living  cars  for  laborers 10, 415. 62 

Laundry  at  Colon 531.87 

Bakery  at  Colon 257.70 

Annex  to  cashier's  office 230. 72 

Cost  of  Fay  auto  cut-off  saw 514. 41 

Construction  gravel  dredge  Tabernilla 1, 438. 69 

Construction  new  yard,  Cristobal 32, 809.  78 

Construction  5- ton  traveling  crane 6. 10 

Erection  of  quarters,  colored  laborers — Cristobal.  14, 663. 06 

Construction  of  temporary  freight  shed — LaBoca.  1, 419. 24 

Refrigerator  cars 250.43 

Warrington  steam  pile  hammer 524.  70 

Construction  mechanics'  quarters — Cristobal 10, 436. 23 

Construction  P.  R.  R.  quarters — La  Boca 4, 543. 05 


$596,749.66 

290,943.80 
887,693.46 


$728,987.50 


$22,566.36 
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Improvement  and  construction  work  micompleted — 
Continued. 

Erection  of  cantilever  crane $30,636.10 

Construction  family  quarters — Cristobal 630. 60 

Erection  Bucyrus  pile  driver 41. 23 

Extension  of  Cristobal  commissary 746. 31 

Construction  siding  and  yard-limit  si^s 74. 16 

Construction  transfer  table,  Cristobal  yard 705. 03 

Construction  turntable,  Cristobal  yard 317. 1 8 

Exhibit  10. 

Cash  in  banks  and  with  agents; 

Treasurer— Bank  cash $60,637.43 

Treasurer— Office  cash 552.18 

Credit  Lyonnais,  London 10,784.01 

Cashier,  Isthmus  agency 20,925.20 

C.  C.  Van  Riper,  ticket  agent 622.68 

F.  N.  Drake,  freight  cashier 3,267.31 

H.  I.  Bawden,  terminal  superintendent 378. 97 

F.  R.  Peake,  Pacific  coast  agent 262.32 

Purser  Georae  K.  Beers 200.00 

Purser  Ed.  H.  Ame 100.00 

Purser  Frank  Maguire 100.00 

Purser  W.  A.  Norton 1.  200.00 

Purser  Jas.  B.  Docharty 100.00 

Exhibit  11. 
Coal  and  supplies  on  hand; 

Commissary  material $360,272.20 

Less  commissary  sales 139, 388. 64 

$210,883.66 

Railroad  material 374,357.74 

Coal,  Isthmus  agency 30,998.05 

Coal  and  supplies  in  transit 48,839.44 

Old  material  from  dismantled  cars  and  locomo- 
tives   7,675.90 

Old  material  from  tugs  and  'lighters 998. 78 

Old  rails  account 27, 603. 70 

Wines  and  liquors,  stock  account 1, 372. 37 

ExHiBrr  12. 
Due  from  connecting  lines: 

Railroad  freight  in  transit $153, 271. 42 

Royal  Mail  Steam  Packet  Company 704. 37 

LeylandLine 4,435.18 

Ham burff-American  Packet  Company 4, 519. 97 

Freight  New  York  to  San  Fr^xcisco  to  collect. . .  29, 935. 13 

Pacific  Mail  wharfage  and  lighterage  account 19, 615. 60 

Extra  baggage,  Pacific  Mail  Steamship  Company.  80. 89 
Prepaid  freight,  Central  America  and  Mexico  to 

New  York 64.13 

Advance  charges 13,243.97 

North  German  Lloyd. 

Exhibit  13. 

Due  from  United  States  Government: 

Post-Office  Department $31,991.02 

Navy  Department 148. 45 

Accepted  Isthmus  vouchers,  I.  C.  C 382, 107.  71 

Unadjusted  Isthmus  accounts,  I.  C.  C 375, 221. 62 

New  York  accounts  collectible,  vouchers  against 

LC.  C 136,390.14 

Balance  repairs  old  passenger  station 784. 66 


$507,353.42 


$98,130.10 


$702,729.64 


$225,870.66 
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Due  from  United  States  Government — Continued. 

Construction  cement  block  track,  Panama  yard. .  $22. 00 

Installation  of  telephone  and  telegraph 6|  596. 86 

Repairs  first  lot  dump  cars 1,370.84 

Repairs  second  lot  dump  cars 822. 63 

Construction  new  tracks,  lumber  yard 77. 00 

Construction  spur  track,  Panama  yard 224. 00 

Second  main  track 39, 152. 71 

Expropriation  lots  Colon  Hospital 929. 34 

Cristobal  yard 1 1,294.09 

Construction  and  maintenance  of  tracks 483. 21 

Construction     and     maintenance     docks     and 

wharves 18,287.38 

Erection  of  5-ton  yard  crane 256.82 

Expropriation  lota  line  of  road 3. 75 

Construction  floating  pile  driver 213. 26 

New  refrigerating  plant  steamship  Cb/on 2, 623. 56 

Telegraph  and  telephone  service  I.  C.  C 2, 021 .  11 

Consfruction  culverts  white  house,  I.  C.  C 692. 86 

Construction  triangular  wharf,  I.  C.  C 65. 32 


Less: 

Advances  by  Commission  on  account  of  its 
indebtedness 650,000.00 

New  York  vouchers  in  favor  of  the  Commis- 
sion         105,864.04 


Exhibit  14. 

Due  from  companies  and  individuals: 

Thos.  CookA  Son I94L34 

Freight  New  York  to  Colon  to  collect 74. 47 

Freight  New  York  to  Panama  to  collect 299. 84 

Uncoliet!ted  freight  New  York 17, 102. 47 

British  postmaster-general 1, 844. 59 

Accounts  collectible,  Isthmus  agency 27, 005. 33 

Accounts  collectible.  New  York 14. 732. 14 


$1,001,780.34 


755,864.04 
245,916.30 


Exhibit  15. 
Miscellaneous  accounts: 

Isthmus  agency  drafts  and  remittances (28, 424. 64 

Advance  charges — special  account 322. 73 

Unadjusted  accounts 4, 562. 87 

Commissary  department  expenses 20, 747. 07 

Railroad  material  store  expenses 18, 119. 08 

Prepaid  freight — Panama  to  New  York 3. 75 

Collections  tor  Isthmus  agency 21, 193. 55 

Disbursements  for  Isthmus  agency 62. 81 

Transportation  earnings 20, 639. 53 

Repairs  to  Dredge  A,  No.  2,  and  clappets 4, 666. 93 

I.  C.  C.  commissary  coupon  book  receipts 57, 343. 19 

Printing  commissary  coupon  books 6, 809. 33 

Feeding  telegraph  and  telephone  gangs 670. 69 

Feeding  maintenance  of  way  gangs 2, 640. 93 

Erection  of  building  for  C.  &  S.  American  Tele- 
phone Company 652. 09 

Commissary  loss  and  damage 1, 32R  30 

Temporary  refrigerating  plant  at  Colon 12, 371. 21 

Lalx)rer8  per  steamship  Advance ^  May  5,  1905, 

In^uans 66 .  20 

Erection  quarters  American  Car  Company 5. 82 

Operating  temporary  cold-storage  plant 47. 62 

laborers  |)er  Colon^  Januarv  20,  1906,  Fortune 

Islanders J 635.91 


$62,000.18 


201, 314. 25 
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Exhibit  16. 

Unearned  insurance  and  charter  of  steamers: 

Prepaid  insurance  on  steamers $18,621.57 

Exhibit  17. 

General  averaee  disbursements:  • 

Johnson  &  Higgins $91. 75 

Steamshi  p  Finance,  case  of  propel  ler  blades 2, 069. 31 

Steamship  Finance,  collision  account  bai^ge  Edith.  175. 00 


Exhibit  18. 

Bonds  drawn  for  redemption — not  presented: 
First-mortgage  bonds  drawn  in— 

1904 $1,072.50 

1905 1,072.50 

Sinking  fund  subsidy  bonds  drawn  in — 

1904 1,000.00 

1906 19,000.00 


Exhibit  19. 

Interest  accrued  on  bonds — not  due: 

4}  per  cent  first  mortgage  bonds — 2,272  bonds, 

from  October  1,  19a5,  to  February  28,  1906. ...        $42, 600. 00 
6  per  cent  sinking  fund  subsidy  bonds — 535  bonds, 

from  November  1, 1905,  to  February  28, 1906. . .  10, 660. 00 


Exhibit  20. 

Accrued  funds  for  redemption  of  bonds: 
First    mortgage    voluntary     sinking 
fund  from  August  1, 1905,  to  Febru- 
ary 28,  1906 $87,500.00 

Balance  from  previous  drawing. .  420. 36 

Fund  for  redemption  of  subsidy  bonds 
from  August  16,  1905,  to  February 

28,1906 121,875.00 

Deduct  for  interest  on  bonds 10, 660. 00 


111,215.00 
Balance  from  previous  drawing. .  380. 00 


$87,920.36 


111,595.00 


Exhibit  21. 

Interest  on  bonds  due  and  unpaid: 

First  mortgage 'bonds — 

Coupon  No.  13 $112.50 

Ck)upon  No.  14 112.50 

Coupon  No.  15 1,552.50 

Coupon  No.  16 1,530.00 

Sinking  fund  subsidv  bomls— 

Coupon  No.  50  * 330.00 


$2,336.06 


$22,145.00 


$53,260.00 


$199,515.36 


$3,637.50 
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Exhibit  22. 
Steamship  and  tug  replacement  fmid: 

Steamship  i4/Zianca,  $154,152.97.. 


2908 


Prior  January 

1,1906 

6  per  cent,   2 
I    months  .... 
Steamship  Finance,  $221,410.39,   6  per   cent,  2 

months 

Steamship  Advance,  $221,186.30,  6  per  cent,  2 
months 

Tug  Boli^r.  *70.001.78..{J«-/-'jy„M«06:: 
Tuff  Cristobal,  $57,942.63,  10  per  cent,  2  months.. 
Lighters,  $162,999.49,  10  per  cent,  2  months 


$935.83 
1,541.54 
2,214.10 


2, 211. 86 

10, 755. 12 

1, 166. 70 

965.70 

2,716.66 


Exhibit  23. 

Unpaid  wages: 

Railroad 

Exhibit  24. 

Isthmus  drafts — not  presented: 

Issued  in  1902  and  previous  years $397. 31 

Issuedinl903 427.50 

lB8uedinl904 1,340.00 

Issued  in  1905 4,696.00 

Issuedin  1906 49,019.87 


Exhibit  25. 

Dae  to  connecting  lines: 

Pacific  Mail  Steamship  Company $28, 136. 19 

Koyal  Mail  Steam  Packet  Company 

Cie  Generale  Transatlantique 

Leyland  Line 

Harrison  Line 

Ham buiig- American  Packet  C/ompany 

Cia.  Trasatlantica  de  Barcelona *. 

La  Veloce  Navigazione  Italiana  Vapore 

Austro-Americana  Steamship  Company 

United  Fruit  Company 

Cia.  Sud- Americana  de  Vapores 2, 303. 49 

Pacific  Steam  Navigation  Company 17, 168. 07 

Uncollected  freieht  connecting  lines *. 530. 91 

Freight  bevond  New  York 369.22 

Passage  orders 2,586.29 

Wells,  Fargo  &  Co*s  Express 45.38 


Exhibit  26. 

Audited  vouchers  and  pay  rolls: 

Accounts  payable  New  York $487,674.40 

Accounts  payable  Isthmus 2, 080. 92 

Laborers  per — 

Seguranca,  March  3, 1905— Fortune  Islanders .  1 ,  320. 33 
Seguranca,  April  24, 1905— Fortune  Islanders.  719. 06 
AUnty  October  16,  1905— Fortune  Islanders..  3, 707. 34 
Havana,  October  31 ,  1905— Fortune  Islanders .  2, 889. 21 
Mexico,  November  26,  1905 — Fortune  Island- 
ers    396.37 

AUiancaf  November  17, 1905 — Fortune  Island- 
ers    2,08L90 

p  c — ^voL  3—06 61 


$22,507.51 


$8,409.71 


$55, 880. 68 


$51,139.55 
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Audited  vouchers  and  pay  rolls — Continued. 
Laborers  per — 

Finance,  November  13, 1905— Fortune  Island- 
ers   11,257.10 

Finance,  December  16, 1906 — Fortune  Island- 
ers    99.18 

Mexico,  December  24,  1905— Fortune  Island- 
ers   •. 72.68 

AUxanca,  December  9,  1905— Fortune  Island- 
ers    348.87 

Advance,  April  12, 1905 — Inagvans 65. 54 

Orizaba,  April  19,  1905— Inagx^ans 97. 29 

AUianca,  April  29,  1905 — Inagvans 24. 74 


Exhibit  27. 

Miscellaneous  accounts: 

Prepaid  freight  San  Francisco  to  New  York $127. 43 

Panama  passenger  tax 168. 00 

Colombian  tonnage  tax 86. 68 

Panama  tonnage  tax 1, 384. 20 

Freight  account  S.  S.  Colon,  wrecked 320. 60 

Mail  earnings,  steamship  line 334. 80 

Extra  baggage  earnings,  steamship  line 689. 13 

Interest  on  anticipated  i>ayments  to  Panama  Canal 

Company 514. 33 

Central  America  to  New  York,  coffee  contract 129. 07 

Damaged  cargo  launch  No.  10 301.  75 

Panama  Railroad  coupon  book  receipts 4, 881. 45 

Prepaid  freight.  Colon  to  New  York 4. 00 

Shipment  ofold  iron  and  steel  on  Finance  127 1, 188. 75 

Hotel  coupon  books,  I.  C.  C ; 15.00 

Passage  orders.  Isthmus  transit 331. 05 

Machine  shops 2,089.43 

Individuals  and  companies 207. 81 


1502,831.93 


|12,773.4S 


TREASUREB'S  STATEMENT,    PANAMA  RAILROAD  COMPANY. 

New  York,  April  SS,  190S, 
For  the  treasurer. 
The  cash  assets  of  the  company  at  10  a.  m.  this  day  are  as  follows: 

Cash  at  banks $25, 185.  W 

Deposit  with  trust  companies: 

3  per  cent  Mercantile  Trust  Company 280,000.00 

3  per  cent  Mercantile  Trust  Company,  special  account 20, 000. 00 

Deposit  with  Credit  Lyonnais,  London,  as  per  letters  of  advice  to  April  14, 

1906,  £2,812  Os.  lid.,  at$4.85 13,638.42 

Loan  from  I.  C.  C.  for  account  new  equipment  and  con- 
struction: 

March  8,  1906 1160,000.00 

March  20,  1906 190,000.00 

350,000.00  338,823.46 
Held  in  treasury — 
100  Panama  6  per  cent  subsidv  bonds. 
628  Panama  A\  per  cent  gold  bonds. 

S.  Dbming, 
AmBlara  TVwuwirr. 


ISTHMIAIST  CAKAL. 


COMMIITEE  ON   InTEROCEANIC  CaNALS, 

United  States  Senate, 
Washington^  D.  C,  Wednesday^  April  26^  1906. 
The  committee  met  at  10.30  o'clock  a.  m. 

Present:  Senators  Millard  (chairman),  Kittredge,  Dryden,  Ankeny, 
Morgan,  and  Taliaferro. 

TESTDCONY  OF  EDWAED  A.  DBAKE,  ESQ.— Continned. 

Senator  Kittredge.  How  many  accounts  of  expenditures  does  the 
railway  company  keep? 

Mr.  Drake.  It  keeps  full  bookkeeping  accounts  of  every  item  of 
expenditure,  sir. 

Senator  Kittredge.  In  how  many  classes  are  those  expenses  or 
accounts  kept? 

Mr.  Drake.  How  are  they  subdivided? 

Senator  Kittredge.  Yes. 

Mr.  Drake.  Into  operating  expenses,  general  expenses — I  turned 
in  to  the  committee  here  yesterday,  for  copying,  a  copy  of  our  regular 
accounts,  income  accounts,  our  profit  and  loss  account,  our  operating 
expense  account,  and  our  general  expense  account;  they  are  subdivided 
into  all  the  different  captions. 

Senator  Kittredge.  You  have  what  is  called  an  operating  expense 
account? 

Mr.  Drake.  Yes,  sir. 

Senator  Kittredge.  What  items  are  included  in  that? 

Mr.  Drake.  All  expenses  for  operating  either  the  railroad  or  the 
steamship  line — all  expenses  incidental  to  the  operation. 

Senator  Kittredge.  Are  they  kept  separately  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Kittredge.  That  is,  the  expenses  of  operation  of  the  rail- 
way company  are  kept  separate  from  tne  expenses  of  operation  of  the 
steamship  company  ? 

Mr.  Drake.  Yes,  sir;  entirely,  sir. 

Senator  Kittredge.  Do  you  have  what  is  called  a  maintenance 
fund? 

Mr.  Drake.  Yes,  sir;  we  have — maintenance  of  roadway  and  main- 
tenance of  equipment.  That  is  a  subdivision  of  operating  expenses. 
All  the  items  oi  that  are  shown  in  the  monthly  summary.  We  have 
prepared  a  monthly  summary  of  the  result  of  the  operations  of  the 
company,  and  that  shows  all  subdivisions  of  accounts. 

Senator  Kittredge.  Just  what  items  are  included  in  the  mainte- 
nance account? 
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Mr.  Drake.  Generall}'^  the  keeping  up  of  the  property  once 
installed:  the  property  once  purchased  and  installed  is  thereafter  main- 
tained by  a  maintenance  or  replacement  account. 

Senator  Kittredge.  And  that  is  kept  separate  from  your  operation 
account? 

Mr.  Drake.  That  is  a  subdivision  of  operation. 

Senator  Morgan.  Does  that  include  betterments? 

Mr.  Drake.  No,  sir.  I  will  state  that  I  have  brought  these  copies 
of  the  annual  reports  from  1896  to  1905  for  the  committee  files,  if  tnej 
want  them.    This  is  a  complete  file. 

Senator  Kittredge.  What  expenses  as  applied  to  the  steamshi]^ 
would  be  kept  under  the  maintenance  account? 

Mr.  Drake.  Ail  expenses  for  repairs  of  steamers  that  were  not 
structural  in  their  character. 

Senator  Kittredge.  What  do  you  mean  ?  Where  do  you  draw  the 
line  between  "  structural "  and  "  repairs? " 

Mr.  Drake.  In  the  case  of  a  steamer  once  bought,  as  you  may  see 
by  the  annual  reports,  the  original  cost  of  the  steamer,  either  built  or 
bought,  would  be  charged  to  capital  account  as  a  permanent  investment. 
Thereafter  anything  that  pertained  to  the  repair  or  replacement  of  any 
of  the  original  features  of  that  ship  for  keeping  it  in  service  would  be 
chai'ged  to  maintenance  or  operating  expenses — indirectly  to  operating 
expenses  through  maintenance.  Anything  that  required  a  rebuilding 
of  the  ship  would  be  charg^ed  to  its  original  cost.  Anything  that  per- 
tained to  taking  out  the  original  beams  of  a  ship,  replacing  the  original 
decks  of  a  ship,  or  anything  that  constituted  a  piuctical  reconstruction 
of  the  ship^ould  be  cjharged  to  construction  account. 

Senator  Kittredge.  Would  any  item  of  expense  for  maintenance  be 
carried  in  what  you  termed  yesterday  your  surplus  account? 

Mr.  Drake.  No,  sir;  not  at  all.  All  of  those  expenses  are  abso- 
lutely deducted  before  any  net  profits  are  carried.  The  annual  balance 
sheet  of  the  company  shows  a  charge  first  .to  maintenance  of  steam- 
ships, later  carried  to  the  general  expense  of  the  company.  All  of 
that  gross  expense,  of  every  chaiucter,  is  deducted  from  gross  earnings 
and  the  excess  of  earnings  over  expenses  is  then  charged  with  all  fixed 
charges,  and  the  balance  will  be  the  net  earnings  for  the  year  out  of 
whicn  dividends  are  paid. 

Senator  Kittredge.  In  your  reports  are  the  items  of  maintenance 
set  forth? 

Mr.  Drake.  Absolutely. 

Senator  Kittredge.  In  some  detail  ? 

Mr.  Drake.  Every  one,  sir — every  special  item.  For  instance:  For 
the  opei-ation  there  is  set  forth  every  expenditure 'made  for  oil,  for 
waste,  for  food,  for  wages,  for  repairs  (and  they  are  subdivided  into 
deck  repairs  and  engine  repairs),  and  stewards'  expenses.  They  are 
all  charged  to  stores;  and  all  repairs  to  the  different  departments  of 
the  ship — the  deck  department,  the  steward's  department,  the  engine 
department — are  charged  to  repair  account. 

Senator  Kittredge.  Suppose  the  ships  are  refurnished — what  would 
you  call  that  account? 

Mr.  Drake.  That  would  be  a  replacement  merely;  it  would  be  a 
maintenance  expense. 

Senator  Kittredge.  A  maintenance  expense? 

Mr.  Drake.  A  maintenance  expense;  yes,  sir. 
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Senator  Eittredge.  And  would  be  charged  on  your  books  before 
you  would  determine  the  net  profit? 

Mr.  Drake.  Yes,  sir. 

Senator  Kittredoe.  Is  that  true  in  all  matters  of  replacement  of 
that  sort? 

Mr.  Drake.  Yes,  sir. 

Senator  Kittredge.  Have  you  what  is  called  a  betterment  account? 

Mr.  Drake.  We  have  an  improvement  or  construction  account. 

Senator  Kittredge.  In  what  manner  is  that  kept? 

Mr.  Drake.  That  is  kept  as  a  separate  construction  account.  May 
I  illustrate? 

Senator  Kittredge.  Certainly. 

Mr.  Drake.  For  instance,  in  the  La  Boca  pier — I  only  use  this  as 
an  illustration— all  of  the  items  of  new  construction  are  first  charged  to 
construction  account.  After  that,  as  I  said  once  before,  after  the 
plant  is  once  installed,  all  the  cost  of  its  maintenance  is  charged  to 
operating  expenses.  If  it  is  to  be  reconstructed,  if  it  is  to  be  enlarged, 
if  it  is  to  be  permanently  altered  so  that  the  alteration  would  extend 
over  a  perioa  of  years,  it  would  be  charged  to  construction  account  or 
betterment  account — our  improvement  or  construction  account. 

Senator  Kittredge.  You  spoke  of  the  construction  of  the  La  Boca 
dock,  which,  as  I  recollect,  cost  in  excess  of  $2,000,000. 

Mr.  Drake.  Yes,  sir. 

Senator  Kittredge.  In  what  manner  was  that  carried? 

Mr.  Drake.  The  total  cost  of  that  pier,  until  the  construction  account 
was  closed,  or  until  it  was  opened  to  commerce,  at  the  end  of  1900— on 
January  1,  1901 — was  charged  to  construction  account.  From  that 
time  on  all  expenses  were  charged  to  operating  expenses. 

Senator  Kittredge.  Do  you  mean,  by  '^construction  accounts" 

Mr.  Drake.  I  mean  capital  accounts. 

Senator  Kittredge  (continuing).  What  I  had  in  mind  as  a  better- 
ment account? 

Mr.  Drake.  Yes,  sir. 

Senator  Kittredge.  Is  there  any  distinction  between  the  two? 

Mr.  Drake.  Well,  there  is  a  thin  line  between  construction  and 
betterment.  It  is  a  matter  of  debate  each  time  with  an  auditor  as  to 
what  is  properly  chargeable  to  betterment  or  to  operating  expense, 
but  there  is  a  pretty  clear  understanding  among  all  railway  men  and 
all  operating  officers  as  to  what  is  construction. 

Senator  Kittredge.  That  cost  was,  as  I  have  stated,  in  excess  of  two 
millions? 

Mr.  Drake.  The  cost  of  the  La  Boca  pier?     Yes,  sir. 

Senator  Kittredge.  After  it  was  constructed  and  ready  for  opera- 
tion, in  what  manner  was  that  account  carried? 

Mr.  Drake.  The  total  cost  of  the  La  Boca  pier  was  carried  to  capital 
account  as  an  increase  in  the  cost  of  the  plant,  the  cost  of  road;  it 
enters  into  the  balance  sheet  of  the  company. 

Senator  Kittredge.  The  money  was  paid  from  what  source? 

Mr.  Drake.  The  money  was  paid  from  the  sale  of  bonds  and  out 
of  the  company's  accumulated  net  earnings. 

Senator  Kittredge.  How  much  of  that  sum  was  paid  from  the  sale 
of  bonds  and  how  much  from  net  earnings? 

Mr.  Drake.  The  proceeds  of  the  sale  of  1,087  bonds  were  devoted 
directly  to  the  first  payment  on  account  of  construction.     Later,  I 
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think,  962  bonds — I  would  have  to  verify  that  figure — were  sold,  and 
the  proceeds  were  carried  to  construction  account.  No,  sir;  one 
moment.  The  proceeds  of  the  bonds  that  had  been  hypothecated  with 
the  Canal  Company  were  sold,  and  the  balance  was  carried  out  of  net 
earnings,  the  accumulated  net  earnings,  to  the  payment  of  the  cost. 

Senator  Kittreix3e.  How  many  bonds  were  hypothecated  for  that 
purpose  ? 

Mr.  Drake.  1,087  bonds,  sir. 

Senator  Kittredge.  Why  was  that  done? 

Mr.  Drake.   The  canal  company  was  in  operation,  or  had  all  the 

Slans  for  construction.  Under  its  contract  of  concession  from  the 
Republic  of  Colombia  the  railroad  coinpany  was  obliged  to  extend  its 
railroad  to  deep  water  in  the  Bay  of  Panama.  After  a  good  deal  of 
litigation  and  adjustment  we  succeeded  in  having  them  determine  that 
deep  water  was  at  the  point  where  the  Rio  Grande  entered  into  the 
Bay  of  Panama,  instead  of  making  us  go  out  some  3  miles  or  2^  miles 
to  the  islands  in  the  bay.  Our  object  was  to  avoid  the  lightering  of 
all  cargo  from  the  anchorage  up  to  the  terminal  at  Panama,  which  was 
very  expensive.  It  had  to  be  carried  around  the  headland  into  the 
bay,  and  we  had  to  wait  on  tides;  and  it  delayed  the  movement  of 
cargo,  and  was  very  expensive. 

It  was  decided  to  construct  this  pier,  and  the  canal  company,  being 
in  operation  there  and  having  the  plant  and  everything  necessary  for 
the  work,  were  employed  as  contractors  to  construct  it  up  to  a  certain 

¥9int.  It  was  expected  that  the  pier  would  cost  a  million  of  dollars, 
hey  began  the  construction  and  carried  it  on.  They  were  given  these 
bonds  as  collateral  until  the^'  had  expended  the  whole  amount  covered 
by  the  contract,  which  was  sometning  over  $1,000,000,  and  they 
exceeded  their  expenditure  on  that  account  and  then  declined  to  goon 
an V  further.    From  that  point  the  company  took  it  up  and  continued  it. 

Senator  Kittredge.  In  round  numbers,  about  $1,000,000  was  real- 
ized from  the  sale  or  hypothecation  of  the  bonds  i 

Mr.  Drake.  From  tne  sale  of  hypothecated  bonds. 

Senator  Kittredge.  And  the  balance  was  paid  from  the  treasury  of 
the  railway  company  if 

Mr.  Drake.  Yes,  sir. 

Senator  Kittredge.  In  what  manner  was  that  carried  after  that 
contract  was  completed  'i 

Mr.  Drake.  The  whole  expenditure  as  made,  until  the  construction 
account  was  closed,  was  carried  to  construction  account. 

Senator  Kittredge.  When  it  was  closed,  in  what  manner  was  it 
carried? 

Mr.  Drake.  It  was  carried  to  capital  account  as  cost  of  plant. 

Senator  Kittredge.  State  in  what  manner  it  was  carriea  in  capital 
account. 

Mr.  Drake.  It  was  carried  under  the  head  of  a  new  terminal  at  La 
Boca.  It  appears  in  the  balance  sheet  of  1901— ^' New  terminal  at  La 
Boca,  $l,6t;0,629."  That  is  all  that  had  been  expended  up  to  that 
time. 

Senator  Kittredge.  More  was  expended  later? 

Mr.  Drake.  Yes,  sir. 

Senator  Kittreixje.  When  was  the  final  expenditure  made? 

Mr.  Drake.  I  think  the  total  cost  of  the  road  was  not  ascertained. 
It  was  absorbed  in  capital  account  in  the  statement  of  1902.    It  di9- 
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appears  as  an  item  then  in  the  balance  sheet  of  the  company,  and  is 
cnarged  into  the  total  cost  of  road,  real  estate  and  equipment,  in  the 
balance  sheet  of  the  annual  report  of  1902.  It  shows  the  total  cost  of 
the  road  up  to  that  time  as  being  $11,986,452.88.  The  item  of  new 
terminal  at  La  Boca  as  a  separate  item  is  merged  in  that  in  the  year 
1902,  sir. 

Senator  Kittredge.  Are  the  bonds  to  the  amount  of  a  million  dol- 
lars which  were  sold  and  the  proceeds  used  for  the  construction  of 
the  La  Boca  wharf  or  dock  now  outstanding? 

Mr.  Drake.  They  are  outstanding;  yes,  sir.  Thev  do  not  expire; 
they  are  being  drawn  annually  by  the  redemption  fund.  Bv  the  terms 
of  the  mortgage  we  are  obliged  to  pay  as  a  fixed  charge  f  150,000  on 
the  1st  of  August  of  each  year  to  the  trustees  under  the  mortgage, 
who  apply  that  amount  of  money  to  the  redemption  of  bonds  and  the 
payment  of  interest  on  them.  They  usually  draw  or  buy  about  140 
each  year,  and  those  are  redeemed  from  the  outstanding  bonds,  where- 
ever  they  may  be. 

Senator  Kittredoe.  And  in  addition  to  the  bonds  which  we  have 
just  mentioned,  bonds  to  the  amount  of  $200,000  were  issued? 

Mr.  Drake.  Ultimately  $265,000;  first  $200,000,  and  then  $265,000; 
yes,  sir. 

Senator  Kittredge.  They  were  issued  on  account  of  the  repairs  to 
the  ships  i 

Mr.  Drake.  Yes,  sir.  That  does  not  make  $465,000;  that  is 
^265,000  altogether.     First  it  was  $200,000,  and  then  it  was  increased. 

Senator  Kittredoe.  I  understand.  After  those  bonds  were  sold 
and  the  settlement  made  on  account  of  the  construction  of  the  dock  at 
La  Boca,  was  the  total  amount  available,  according  to  your  theory,  to 
the  payment  of  dividends?  * 

Mr.  Drake.  Yes,  sir — not  the  total  amount  of  the  cost;  no,  sir. 

Senator  Kittredge.  How  much  of  it'( 

Mr.  Drake.  All  that  had  not  been  received  from  the  sale  of  bonds. 

Senator  Kittredge.  Then,  something  over  $1,000,000,  according  to 
jour  manner  of  keeping  books,  that  actually  went  into  the  construc- 
tion of  the  La  Boca  dock,  was  still  available  to  the  payment  of 
dividends? 

Mr.  Drake.  Absolutely,  sir.  It  is  a  part  of  the  surplus  of  the  com- 
pany, and  without  creating  an  indebtedness  to  outsiders  was  applied  to 
the  increase  of  the  plant,  of  the  property;  audit  had  been  taken  out  of 
the  earnings  which  belonged  ordinarily,  by  distribution  of  dividends, 
to  the  stockholders,  and  had  been  applied  to  construction.  If  the 
stockholders  had  so  chosen  they  could  have  required  that  some  evidence 
of  that  appro]^riation  of  earnings  be  issued  to  them,  as  is  customary 
with  corporations.  It  might  take  the  shape  of  a  stock  dividend,  a 
scrip  dividend,  or  an  increase  of  the  capital  funded  indebtedness  of  the 
company  to  cover  the  construction,  and  the  application  of  the  proceeds 
of  such  sale — the  sale  of  such  funded  indebtedness — to  dividends. 

Senator  Morgan.  It  could  not  be  a  dividend  in  cash,  though? 

Mr.  Drake.  It  could  be  made  so,  sir. 

Senator  Morgan.  Well,  please  answer  my  question? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  It  could  not  be  a  dividend  in  cash,  according  to 
your  bookkeeping  i 

Mr.  Drake.  I  can  not  answer  that  question,  sir. 
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Senator  Morgan.  Why  not? 

Mr.  Drake.  I  can  only  answer  it  in  one  way — that  it  would  have  to 
be  converted  into  cash,  the  cash  having  been  expended. 

Senator  Morgan.  Exactly  so.  It  would  have  to  be  converted  into 
money  before  you  could  distribute  it  as  money  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  it  never  was  converted? 

Mr.  Drake.  No,  sir;  it  remains  in  the  property.  It  is  there  to-day, 
and  it  is  there  in  the  improved  condition  of  the  property. 

Senator  Morgan.  It  is  in  the  property  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  added  to  the  value  of  the  property  ? 

Mr.  Drake.  Yes,  sir;  and  the  stockholders  have  never  bad  any 
evidence  of  it. 

Senator  Morgan.  I  am  trying  to  escape  that  mythical  way  of  making 
dividends  out  of  surplus  earnings  that  have  been  applied  and  invested 
in  the  property  itself.     That  is  not,  in  mj^  judgment,  honest. 

Mr.  Drake.  Will  you  allow  me  to  cite  a  case  in  answer  to  that?  I 
think  I  can  explain.  All  of  the  insurance  companies  to-day  that  have  to 
pay  losses  from  the  fire  in  San  Francisco  have  their  surplus  invested 
m  different  improvements  in  real  estate,  in  bonds,  and  in  mortgages. 
Take  the  Northwestern  Insurance  Companj^  of  Philadelphia,  for 
instance.  They  have  a  surplus  of  $3,500,000  to-day.  That  is  a  surplus 
accumulated  exactly  as  our  surplus  was  and  is  earning  money  for  them. 
In  order  to  pay  their  losses  they  will  have  to  convert  all  of  that  prop- 
erty into  cash  to  liquidate  the  indebtedness  they  owe.  Now,  their 
obligation  is  to  their  policy  holders 

Senator  Morgan.  In  the  case  of  the  Ekjuitable  and  the  New  York 
Life,  etc.,  in  New  York,  the  money  that  is  being  earned  there  is  not 
for  the  stockholders;  it  is  for -the  directors  and  the  interested  parties, 
as  I  understand  it.     Is  not  that  a  fact? 

Mr.  Drake.  I  do  not  know,  sir. 

Senator  Morgan.  That  is  what  is  said. 

Mr.  Drake.  Something  just  as  bad  is  said  of  us;  but  it  is  not  the 
ti'uth. 

Senator  Morgan.  What  is  that? 

Mr.  Drake.  I  say,  something  just  as  bad  is  said  of  our  administra- 
tion, but  it  is  not  our  acceptation  of  it. 

Senator  Morgan.  I  am  sorry  they  have  such  bad  stories  in  circula- 
tion about  you.  I  hope  you  will  clear  them  all  up  before  you  get 
through. 

Mr.  Drake.  All  right,  sir. 

Senator  Morgan.  Do  you  mean  to  say  to  this  committee  that  that 
surplus  that  you  speak  of,  including  the  La  Boca  improvement 

Mr.  Drake.  The  part  of  it  that  was  contributed  b}'  the  company. 

Senator  Morgan  (continuing).  Was  liable  to  be  paid  as  dividends? 

Mr.  Drake.  Yes,  sir;  absolutelJ^ 

Senator  Morgan.  But  it  was  not  done  ? 

Mr.  Drake.  It  was  not  done. 

Senator  Morgan.  Why  was  it  not  done? 

Mr.  Drake.  The  conservative  policy  of  the  company  was  not  to  do 
it.  It  was  to  improve  the  property.  The  company  started  in  1849 
with  a  capital  cost  of  $7,000,000.  The  last  report  that  we  have  made 
shows  a  capital  expenditure  of  $12,028,497,  against  which  there  is  an 
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increase  of  $2,000,879  only.  All  of  that  difference  belongs  to  the 
stockholders. 

Senator  Morgan.  When  you  declared  your  dividend  in  1903  of 
8  per  cent,  you  did  not  have  the  money  to  pay  it? 

Mr.  Drake.  Yes,  sir;  we  did.  We  nave  never  paid  a  dividend,  dur- 
ing my  connection  with  the  company,  when  we  have  not  had  a  large 
excess  of  cash  assets  out  of  which  to  declare  it. 

Senator  Morgan.  If  you  had  the  money,  it  was  the  result  of  selling 
onds? 

Mr.  Drake.  No,  sir;  there  never  was  a  penny  of  dividends  paid  out 
of  the  sale  of  bonds. 

Senator  Morgan.  Where  did  it  come  from? 

Mr.  Drake.  It  came  out  of  the  accumulated  net  earnings — cash  in 
bank.  I  will  have  prepared  and  submit  a  statement  showing  the  cash 
balances  in  bank  right  straight  along  from  any  time  that  you  designate, 
and  there  never  was  a  time  when  the  dividend  paid  was  not  paid  out  of 
cash  assets,  current  assets,  and  without  the  sale  of  bonds.  I  say  now, 
and  I  would  like  it  to  go  on  record,  that  there  never  was  one  penny  of 
money  from  the  sale  of  bonds  applied  to  the  payment  of  a  dividend, 
except  (and  I  can  not  point  it  out;  I  want  to  make  this  reservation) 
where  there  may  have  been  some  small  excess,  as  in  the  case  of  the  sale 
of  the  additional  bonds  on  the  repairs  to  the  Advance  and  Finance^ 
where  there  was  a  repayment  to  the  earnings  of  money  advanced;  for 
instance,  of  the  ^102, 000.  That  was  from  the  sale  of  the  bonds  that 
were  applied  to  that.  I  think  there  was  a  small  excess  of  $12,000  or 
$15,000  that  was  applied  to  the  reimbursement  of  earnings. 

Senator  Morgan.  So  in  making  that  dividend  in  excess  of  your  net 
earnings 

Mr.  Drake.  For  that  year,  I  would  like  to  say,  Mr.  Senator. 

Senator  Morgan.  If  you  will  let  me  put  my  question  without  inter- 
rupting me  I  will  be  very  much  obligea  to  you. 

Mr.  Drake.  I  will,  every  time,  sir. 

Senator  Morgan.  When  you  made  that  excessive  dividend — I  mean 
by  ''^excessive"  that  it  was  in  excess  of  the  net  earnings — you  paid  it 
in  cash'i^ 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  out  of  the  cash  assets  of  the  company  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  you  did  not  have  to  go  into  the  surplus 
earnings  to  get  monej  to  pay  that  dividend? 

Mr.  Drake.  No,  sir;  we  draw  on  the  funds  in  bank. 

Senator  Morgan.  And  left  the  surplus  earnings  where  they  had 
been  put  in  the  improvement  of  the  condition  of  the  property-  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  But  you  knew  at  that  time  that  you  were  indebted 
for  these  steamship  repairs? 

Mr.  Drake.  Oh,  yes,  sir.  I  was  asked  if  I  knew.  I  know,  of 
course,  that  the  company  is  liable  in  all  stages;  a  corporation  is  a  con- 
tinuing affair,  and  I  know  that  if  a  man  buys  a  piece  of  propertv  of 
me  on  the  7th  of  May,  for  instance,  he  buys  it  and  takes  over  all  of 
the  obligations  that  nave  been  entered  into  before  the  date  on  which 
he  takes  it  over,  and  has  to  perform  all  the  obligations  of  a  contract 
entered  into  prior  to  that,  as,  for  instance,  compliance  with  the  terms 
of  this  contract  later  on  in  1904. 
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The  Chairman.  Mr.  Drake,  I  think  if  you  would  answer  Senator 
Morgan's  questions  more  directly  we  would  be  able  to  let  you  get 
away  a  great  deal  quicker. 

Mr.  Drake.  Yes;  thank  you,  sir. 

The  Chairman.  The  Senator  is  a  pretty  good  judge  of  all  these  ques- 
tions he  is  asking  you,  and  I  think  if  you  will  answer  him  "yes"  or 
*'no"  it  will  help  you  out  and  it  will  be  more  satisfactory  to  the 
Senator. 

Mr.  Drake.  I  will  do  so,  sir. 

Senator  Morgan.  There  has  been  such  a  flood  of  explanation  that  I 
get  lost  in  the  mazes  of  it. 

Now,  Mr.  Drake,  at  the  time  you  paid  those  dividends  in  excess  of 
your  net  earnings  for  1903  your  board  of  directors  knew  that  they  had 
created  a  debt  against  the  company  for  the  repair  of  these  steamers? 

Mr.  Drake,   i  es,  sir. 

Senator  Morgan.  And  that  there  were  other  outstanding  debts  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  That  money  in  the  hands  of  the  company  ought  to 
have  been  reserved,  in  honesty,  for  the  payment  of  those  debts,  ought 
it  not? 

Mr.  Drake.  I  do  not  think  so,  sir. 

Senator  Morgan.  You  do  not  think  so?  Well,  we  differ  in  opinion 
about  that,  and  I  will  let  it  stand  right  there. 

Senator  Kittredge.  The  statement  that  you  have  made  regarding 
the  La  Boca  dock  construction  applies  to  all  construction  or  better- 
ment accounts? 

Mr.  Drake.  Yes,  sir. 

Senator  Kittredge.  And  in  what  manner  would  the  cost  of  ew 
equipment  for  the  railway  company  be  kept? 

Mr.  Drake.  If  any  equipment  were  ordered,  it  would  be  new,  of 
course.  If  it  was  ordered  to  replace  any  cars  of  the  number  which 
had  originally  been  put  on  the  road,  it  would  be  charged  to  mainte- 
nance. If  it  was  oraeted  to  increase  the  number  of  cars  on  the  load, 
it  would  be  charged  to  cost  of  equipment. 

Senator  Kittred<4E.  Would  the  account,  then,  of  betterment  and 
equipment  of  that  character  be  carried  upon  your  books  precisely  as 
the  account  of  the  La  Boca  dock? 

Mr.  Drake.  Yes,  sir. 

Senator  Kittredge.  What  is  the  technical  title  under  which  it  was 
kept  in  your  books  ? 

Mr.  Drake.  Cost  of  new  equipment. 

Senator  Kittredge.  Do  you  know  the  total  of  that  to  date,  to  the 
present  time? 

Mr.  Drake  (after  examining  book).     No,  sir;  I  do  not. 

Senator  Kittredge,  Under  your  system  of  keeping  books  would  the 
amount  thus  expended  be  available  for  dividends — under  your  theory 
of  bookkeeping,  your  style  of  bookkeeping? 

Mr.  Drake.  Expended  for  new  equipment,  for  construction  account  i 

Senator  Kittredge.  Yes. 

Mr.  Drake.  No,  sir. 

Senator  Kittredge.  The  amount  paid  for  new  equipment? 

Mr.  Drake.  No,  sir. 

Senator  Kittredge.  In  what  respect  do  you   make  a  diflference 
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between  purchases  of  that  sort  and  the  construction  of  the  La  Boca 
dock,  for  example  ( 

Mr.  Dkake.  If  the  amount  were  charged  to  capital  account  for  new 
equipment,  it  would  be  charged  to  the  cost  of  road;  but  it  would  be 
taken  out  of  earnings,  and  would  be  distributable  to  that  extent, 
tecause  the  new  equipment  would  be  susceptible  of  mortgaging  to 
replace  the  funds  that  nad  been  taken  out  of  earnings.  It  would  be  an 
increase  in  the  area  of  the  plant,  and  the  stockholders  would  be  entitled, 
if  they  chose,  to  enforce  their  right  through  their  board  of  directors 
to  a  representation  of  that  in  a  distribution. 

Senator  Kittredge.  Were  anj'^  obligations  of  the  railway  company 
issued  in  payment  of  new  equipment? 

Mr.  Drake.  There  were  no  obligations  of  the  railway  company 
issued  at  all,  sir,  except  the  outstanding  first-mortgage  bonds.  I  ma^ 
answer  that  by  saying  that  there  had  been  no  equipment  bought  until 
recently.  There  has  been  no  charge  for  new  equipment,  because  we 
have  bought  no  new  equipment  except  the  large  electrical  and  steam 
transporters  for  the  La  Boca  pier.  Tne  cost  of  that  would  be  charged 
to  capital  account. 

Senator  Kittredge.  And  available  for  dividends  ? 

Mr.  Drake.  And  available  for  dividends  if  anything  were  issued 
to  represent  it.  The  money,  having  been  spent  for  capital  account, 
can  not  l3e  disbursed  in  dividends  until  it  is  raised  in  some  way  a^in 
on  an  obligation  of  the  company.  There  have  been  no  such  obliga- 
tions issued  but  there  might  be  at  any  time. 

Senator  Kittredge.  Your  first  dividend  in  1903  was  made  about 
April  1  of  that  year,  as  I  recollect? 

Mr.  Drake,   i  es,  sir. 

Senator  Kittredge.  Can  you  tell  us  how  much  cash  you  had  on 
hand  at  that  time? 

Mr.  Drake.  The  cash  assets  reported  to  the  board  of  directors  at 
the  previous  meeting  on  March  26  were,  cash  in  bank,  $531,339.10 
in  liquid  cash,  besides  the  bonds  that  were  in  the  treasury. 

Senator  Kittredge.  You  say  "besides  the  bonds;"  what  do  you 
mean  by  that  statement? 

Mr.  Drake.  1  could,  if  it  were  necessary,  count  all  of  the  6  per  cent 
subsidy  bonds  that  are  in  the  treasurv  as  cash;  but  I  do  not.  We  had 
$531,000  in  cash  in  the  treasury  on  the  26th  of  March. 

Senator  Kittredge.  On  which  you  could  draw  your  check? 

Mr.  Drake.  Yes,  sir. 

Senator  Kittredge.  And  at  that  time  you  declared  a  dividend  and 
paid  a  dividend  to  the  amount  of  2  per  cent? 

Mr.  Drake.  Yes,  sir. 

Senator  Kittredge.  What  was  the  amount  of  the  obligations  of  the 
railway  company  outstanding  at  that  time  that  had  not  been  paid, 
exclusive  of  first  mortgage  bonds  and  subsidy  bonds? 

Mr.  Drake.  I  do  not  know  that  I  can  answer  that,  sir,  without 
working  it  up.  The  last  statement  I  have  is  the  one  three  months 
before.  The  current  liabilities  (not  the  contract  liabilities — I  would 
have  to  find  out  what  contracts  were  in  existence  at  that  time)  were 
shown  to  be  only  $76,818.52  by  the  balance  sheet  of  December  31, 
1902. 

Senator  Kittredge.  What  are  included  in  the  item  of  *'  current  lia- 
bilities?" 
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Mr.  Drake.  Isthmus  drafts  not  presented;  coupons  not  presented; 
audited  vouchers;  unclaimed  dividends;  amounts  due  deceased  or  miss- 
ing employees:  and  there  would  be  the  accretions  on  all  of  those  items 
for  the  succeeaing  quarter.  If  you  will  allow  me  to  supply  it,  I  will 
be  very  glad  to  furnish  the  committee — and  I  volunteer  this— fm  exact 
statement  of  the  current  assets  and  liabilities  of  the  company  on  each 
one  of  the  dividend  dates.     I  can  have  that  prepared. 

Senator  Kittredge.  I  would  be  glad  if  you  would. 

Senator  Morgan.  Just  state  the  date  of  each  one  of  those  dividend 
days  again.     I  was  looking  for  it  here,  and  I  do  not  find  it. 

Senator  Kittredge.  It  is  on  page  2867,  I  think,  Senator. 

Mr.  Drake.  April  2,  October  3,  and  December  10,  I  think,  are  the 
dates  in  1903. 

Senator  Kittredge.  You  spoke  of  *' current  liabilities."  I  suppose 
that  means  the  cost  of  operation  as  well  as  the  items  you  specifacally 
mentioned  ? 

Mr.  Drake.  Those  were  all  being  settled  in  cost  of  operation,  month 
by  month.  January's  operations  would  be  settled  in  January,  Feb- 
ruary, and  March. 

Senator  Kittredge.  About  how  much  were  your  monthly  expendi- 
tures for  actual  operation  during  the  year  1903'^ 

Mr.  Drake.  The  operating  expenses  month  by  month  were  about 
$46,000. 

Senator  Kittredge.  Does  that  item  include  the  cost  of  operation  of 
the  steamships  as  well  as  the  railway? 

Mr.  Drake.  No,  sir.  The  operating  expenses  of  the  railroad  month 
by  month  vary  from  $62,000  in  January  to  $80,000  in  June.  The 
total  operating  expenses  of  the  railroad  in  1903  are  shown  to  be 
$562,240.19  and  of  the  steamship  line  $865,503.78. 

Senator  Kittredge.  The  total  is  about  how  much  ? 

Mr.  Drake.  The  total  is  about  $1,400,000,  sir. 

Senator  Morgan.  Mr.  Drake,  I  do  not  find  here  the  dates  of  declar- 
ing those  dividends.     Will  you  please  state  each  date  in  19031 

Senator  Taliaferro.  Turn  to  page  2867,  Senator,  and  see  if  that  is 
what  you  want. 

Senator  Kittredge.  Down  toward  the  bottom  of  the  page. 

Senator  Morgan.  1  do  not  find  the  dates  of  the  declaration. 

Senator  Taliaferro.  No;  he  does  not  give  the  dates  there.  He 
gives  the  dividends,  but  not  the  dates  on  wnich  they  were  declared  or 
paid. 

Senator  Morgan.  He  gives  the  dividends,  but  not  the  dates.  It  \s 
the  dates  that  1  want  to  get  now.     I  want  to  get  them  on  the  record. 

Mr.  Drake.  The  first  dividend  was  declared  on  March  26,  at  the 
meeting  of  the  board  of  directors  of  March  26,  payable  on  April  3. 
The  next  dividend  was  declared  at  a  meeting  of  the  board  of  Septem- 
ber 24,  payable  October  1. 

Senator  Morgan.  Each  of  those  dividends  was  2  per  cent? 

Mr.  Drake.  Yes,  sir.  The  next  dividend  was  declared  on  Decem- 
ber 10,  payable  on  January  1,  to  stockholders  of  record  on  Decem- 
ber 28. 

Senator  Morgan.  The  date  of  the  contract  with  the  Cramps  for  the 
repairing  of  those  ships  was  the  30th  day  of  November,  1903  J 

Mr.  Drake.  The  13th  day  of  November,  1903,  sir. 

Senator  Morgan.  The  13th? 
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Mr.  Drake.  Yes,  sir;  is  not  that  it? 

Senator  Morgan.  No;  it  is  the  30th,  the  way  it  reads  here.  Look 
there  and  see.     [Exhibiting  copy  of  contract  to  Mr.  Drake.] 

Mr.  Drake.  That  is  the  30th,  I  think,  sir. 

Senator  Morgan.  Yes— the  30th  of  November,  1903? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  So  you  did  not  owe  that  debt  when  you  made 
these  first  two  dividends? 

Mr.  Drake.  We  did  not  owe  it. 

Senator  Morgan.  You  did  not  owe  anything  on  it  or  about  it;  you 
had  not  made  the  contract? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  You  had  not  determined  as  yet  to  have  the  ships 
repaired  ? 

Mr.  Drake.  No,  sir;  we  had  determined  to  have  the  ships  repaired, 
but  we  had  not  made  the  contract. 

Senator  Morgan.  How  had  you  determined  it? 

Mr.  Drake.  By  meetings  of  the  executive  committee  and  board,  to 
determine  whether  it  was  advisable  to  make  the  repairs. 

Senator  Morgan.  You  had  determined  to  have  the  ships  repaired? 

Mr.  Drake.  Yes,  sir;  and  I  was  authorized  to  enter  into  the 
contract. 

Senator  Morgan.  With  the  Cramps? 

Mr.  Drake.  With  the  Cramps;  yes,  sir. 

Senator  Morgan.  Before  the 

Mr.  Drake.  Before  the  contract  was  made. 

Senator  Morgan.  How  long  before? 

Mr.  Drake.  I  have  sent  for  the  minute  book  so  as  to  show  all  of 
that,  sir. 

Senator  Morgan.  That  is  another  one  of  these  items  that  is  "hid 
away  in  the  Lord,"  as  Joe  Smith,  the  Mormon,  used  to  say.  Now, 
you  had  cash  in  hand  to  pay  the  first  two  dividends,  amounting  to  4 
per  cent,  which  were  paid  in  1904? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  When  you  came  to  the  next  dividend  did  you 
have  the  money? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  paid  it  in  money  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Then  why  was  it  that  you  did  not  take  that  money 
and  pay  it  to  Cramp? 

Mr.  Drake.  The  money  was  not  due  at  that  time,  sir. 

Senator  Morgan.  You  made  advances  to  Cramp,  and  in  this  agree- 
ment agreed  to  make  advances  to  him  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  First  of  bonds,  and  then,  on  those  bonds,  of 
money. 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  To  lend  it  to  him  at  what  per  cent  ? 

Mr.  Drake.  At  3  per  cent.     The  contract  recites  it. 

Senator  Morgan,  les;  he  borrowed  money  from  the  company  at 
'  3  per  cent  to  make  those  repairs? 

Mr.  Drake.  Yes;  because  we  had  paid  him  in  bonds  from  time  to 
time,  and  he  was  entitled  to  the  interest  on  the  bonds. 
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Senator  Morgan.  You  sav  you  had  paid  him  1 

Mr.  Drake.  Yes,  sir.     The  disbursement  of  the  bonds- 


Senator  Morgan.  You  had  turned  over  the  bonds  to  him  with  an 
agreement  in  this  contract  that  you  could  take  them  up  ? 

Mr.  Drake.  Yes,  sir.  We  liad  an  option  to  redeem  them  if  we 
wanted  to. 

Senator  Morgan.  At  all  events,  you  were  lending  money  to  Cramp 
to  repair  those  ships  after  you  made  your  contract,  and  yet  you  voted 
money  to  your  stockholders  out  of  the  cash  assets  of  the  company? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Now,  why  did  you  not  take  that  money  that  vou 
voted  to  your  stockholders  and  pay  Cramp,  instead  of  lending  Lim 
money  ? 

Mr.  Drake.  Because  we  did  not  know  whether  he  was  going  to  keep 
the  bonds  or  not.  The  repairs  to  the  ships  were  determined  to  be 
structural.  The  contract  provided  that  at  least  $200,000  of  the  repairs 
should  be  paid  for  with  bonds.  The  contract  was  made  in  that  way. 
Ultimately  $226,000  was  ascertained  to  be  structural,  and  it  was  the 
intention  of  the  company,  under  the  contract,  to  disburse  bonds  in 
payment  of  it,  and  they  did  so;  but  as  we  were  anxious  or  desirous  or 
thought  it  advisable  not  to  let  the  bonds  get  away  from  us  if  we  could, 
we  compelled  him  to  hold  those  bonds  until  a  given  date. 

We  did  not  want  him  to  negotiate  them  anywhere  else,  or  hypothe- 
cate them,  or  tie  them  up  in  any  way  so  that  we  could  not  recover 
them  if  it  was  desirable,  and  our  funds  were  in  such  shape  that  we 
could  recover  them,  so  that  we  insisted  that  he  must  hold  them.  Then 
he  said:  "Very  well,  if  I  can  not  borrow  mone^'^  on  them  with  any- 
body else  can  you  loan  us  money  on  them?"  I  said,  "We  will  f)e 
very  glad  to,  at  a  fair  rate  of  interest;"  and  he  agreed  to  pay  us  the 
rate  of  interest  that  we  could  get  on  the  money  if  it  was  deposited  in 
our  trust  companies,  which  was  3  per  cent,  and  he  did  pay  us  3  per 
cent  on  the  amount  of  cash  money  tnat  we  advanced  him. 

The  statement  that  I  have  sent  to  New  York  for,  in  compliance  with 
the  request  of  the  committee,  will  show  every  item  in  detail — first,  of 
the  delivery  of  the  bonds,  then  of  the  loan  of  cash  on  account  of  the 
bonds,  the  final  completion  of  the  contract  and  the  settlement  by  the 
redemption,  the  taking  up  of  the  bonds,  and  reimbursing  him  in  cash 
for  them  at  the  price  covered  by  the  contract.  It  will  snow  the  later 
sale  of  the  bonds  at  104^  and  the  total  proportionate  charge  to  capital 
account  on  account  of  the  repairs. 

Senator  Morgan.  The  issue  of  those  bonds  created  a  debt  against 
the  company  for  the  full  amount? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  What  was  the  amount? 

Mr.  Drake.  Two  hundred  and  sixty -five  thousand  dollars. 

Senator  Morgan.  After  creating  that  debt  against  the  company  by 
the  issue  of  bonds,  you  still  loanea  money  out  of  your  cash  assets  to 
Cramp? 

Mr.  Drake.  That  sale  was  not  made  until  later  in  the  year  19(4. 
The  bonds  were  not  sold — it  was  not  decided  to  take  them  away  from 
Cramp  and  sell  them  in  the  open  market  until  August  or  September, 
1904. 

Senator  Morgan.  Now,  Mr.  Drake,  you  delivered  those  bonds  to 
Cramp? 
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Mr.  Drake.  Yes,  sir;  and  they  were  outstanding. 

Senator  Morgan.  You  had  not  any  right  to  go  and  take  them  back 
from  him  ? 

Mr.  Drake.  No,  sir;  not  until 

Senator  Morgan.  And  that  was  a  debt  against  the  company  while 
he  held  them? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  you  did  that  in  1903? 

Mr.  Drake.  Yes,  sir;  or  whenever  we  made  our  first  payment. 
The  contract  was  made  in  1903,  and  we  may  not  have  made  our  first 
payment  until  later. 

Senator  Morgan.  Very  good;  you  did  it  when  your  payments  were 
made? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  you  were  thereby'  creating  a  debt  against  the 
company  with  every  bond  you  delivered? 

Mr.  £)rake.  Yes^  sir;  a  capital  debt,  for  capital  construction. 

Senator  Taliaferro.  And  with  money  in  the  treasury? 

Mr.  Drake.  Yes,  sir. 

Senator  Taliaferro.  Which  they  subsequently  paid  out  in  divi- 
dends? 

Senator  Morgan.  You  loaned  money  in  the  treasury  to  Cramp? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  you  also  paid  this  additional  4  per  cent  divi- 
dend to  the  stockholders? 

Mr.  Drake.  Yes,  sir. 

Senator  Taliaferro.  And  I  understand  that  under  the  contract 
with  Cramp  the  company  had  the  right  to  pay  him  money,  and  not 
bonds. 

Mr.  Drake.  He  would  have  been  very  glad  to  have  us  do  it.  The 
contract  provided  that  we  might  pay  him  up  to  $200,000  in  bonds; 
yes,  sir.     He  would  have  been  very  glad  to  have  taken  money  instead. 

Senator  Taliaferro.  I  would  like  to  have  you  answer  Senator 
Morgan's  question  specifically.  If  you  had  the  right  to  pay  money, 
and  had  the  money  in  the  treasury  to  pay,  whv  was  it  that  you  insisted 
on  putting  out  the  bonds  of  the  company,  and  thereby  creating  a  per- 
manent liability  against  the  road,  when  you  had  mone^  that  vou  could 
have  paid  and  that  you  subsequently  disbursed  in  dividends?    • 

Mr.  Drake.  Because  it  was  decided  that  that  work,  being  capital 
work,  should  be  paid  for  out  of  the  proceeds  of  the  sale  of  bonds,  and 
to  all  intents  and  purposes  the  delivery  of  the  bonds  to  the  Cramps 
was  a  sale  of  the  bonds. 

Senator  Taliaferro.  In  other  words,  the  policy  of  the  company 
was  to  create  a  permanent  debt  against  the  company,  when  the  com- 
pany had  the  money  in  its  treasury  to  pay  what  it  owed  without 
creating  this  permanent  debt? 

Mr.  Drake.  For  that  particular  repair,  yes,  sir;  for  that  particular 
operation. 

Senator  Taliaferro.  Is  not  that  an  unusual  policy  for  corporations 
to  pursue? 

Mr.  Drake.  No,  sir;  not  for  that  character  of  work. 

Senator  Morgan.  I  beg  to  say  here  that  according  to  my  judgment 
and  my  information  and  belief  there  is  nothing  unusual  for  a  corpora- 
tion to  do.     It  can  do  what  it  wants  to.     There  is  nothing  unusual. 
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Senator  Taliaferro.  1  do  not  altogether  agree  with  Senator  Mor- 
gan on  that  point. 

Senator  Morgan.  I  think  I  am  right  about  it. 

Senator  Taliaferro.  From  my  observation  of  the  business  policy 
of  coi*poration8,  this  procedure  was  an  exceedingly  unusual  one. 

Senator  Morgan.  I  know,  of  course,  that  you  have  had  extensive 
knowledge  on  that  subject  and  I  have  had  none  at  all,  so  I  yield  to 
your  judgment  about  it. 

I  think,  Mr.  Chairman,  that  we  had  better  put  this  contract  in  the 
record. 

The  Chairman.  Very  well,  sir. 

(The  contract  referred  to  is  as  follows:) 

This  agreement,  made  at  Philadelphia  this  30th  day  of  November,  1903, 
between  the  Panama  Railroad  Company,  a  corporation  of  the  State  of 
New  York,  of  the  one  part,  hereinafter  called  the  ''  railroad  company," 
and  the  William  Cramp  &  Sons  Ship  and  Engine  Building  Company, 
a  corporation  of  the  State  of  Pennsylvania,  of  the  other  part,,  herein- 
after called  the  ''contractor  "  witnesseth: 

First.  The  contractor  unaertakes  to  repair  the  steamers  Adv^ance 
and  Finance^  as  hereinafter  required,  the  work  to  begin  immediately 
after  the  vessels  are  delivered  at  the  contractor's  works  in  Philadel- 
phia by  the  railroad  company,  insurance  to  be  maintained  by  the  railroad 
company. 

Second.  The  repairs  shall  be  made  under  the  supervision  of  the  gen- 
eral manager  of  the  railroad  company  or  his  representative,  part  in 
accordance  with  the  specifications,  a  copy  of  whicn  is  hereto  attached, 
for  the  following  worK  on  each  ship: 

A  new  main  deck  complete. 

A  new  upper  deck  with  carlins,  beams,  and  plank  shear. 

A  new  forecastle  deck,  plank  shear,  and  buffalo  complete. 

New  houses  on  main  and  upper  decks,  according  to  plan  submitted 
by  the  railroad  company,  complete  in  all  respects  except  plumbiDg  arid 
steam  fitting,  which  are  not  included. 

Two  new  pole  masts  of  wood. 

Two  Scotch  boilers  for  100  pounds  steam  pressure,  secured  in  place 
in  the  steamers  on  saddles  to  be  furnished  by  the  railroad  com{)any. 

The  contractor  has  made  proposals  on  the  above  work  which  are 
hereby  accepted  by  the  railroad!^  company,  and  a  copv  of  the  same  is 
attached  to  this  agreement,  forming  a  part  hereof,  in  fike  manner  with 
said  specifications,  except  as  to  the  price  named  therein. 

All  other  repairs  ordered  in  writing  by  the  general  manager  or 
supervising  engineer  of  the  railroad  company  are  to  be  executed  by 
the  contractor  and  paid  for  by  the  railroad  company  upon  accounts 
rendered  for  days'  work  of  the  several  classes  of  labor  and  machines, 
and  also  for  the  several  kinds  of  material  required,  according  to  a 
schedule  of  prices  submitted  by  the  contractor,  copy  of  which  is 
attached  to  this  agreement  and  forms  a  part  hereof. 

Third.  The  contractor  is  to  have  a  lien  upon  the  vessels,  i^espectively, 
and  their  appurtenances  for  all  work  done  under  this  agreement,  as 
well  as  a  clami  against  the  Panama  Railroad  Company. 

Fourth.  The  contractor  shall  receive  and  account  to  the  railroad 
company  for  all  scrap  and  unused  materials  taken  from  the  steamships 
at  current  market  values. 
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It  is  also  agreed  that  the  contractor's  books  of  accounts,  so  far  as 
they  relate  to  days'  work  charges  against  the  railroad*  company,  shall 
be  open  to  the  inspection  of  the  railroad  company,  and  that  the  rail- 
road company's  timekeepers  and  inspector  shaH  have  free  access  at  all 
proper  times  to  the  contractor's  works. 

Fifth.  The  railroad  company  agrees  to  pay  the  contractor  for  the 
work  done  under  and  according  to  the  specifications  the  sum  of  one 
hundred  and  forty-three  thousand  two  hundred  and  twenty-two  dollars 
($143,222),  and  for  all  days'  woi-k  of  men  and  machines  and  for  all 
material  by  them  used  according  to  the  schedule  of  prices  hereto 
attached  upon  work  ordered  in  writing  by  the  general  manager  or 
supervising  engineer  of  the  milroad  company,  but  the  contractor  shall 
not  be  entitled  to  compensation,  nor  the  railroad  company  bound  to  pay 
for  work  not  covered  by  the  specifications,  unless  tne  order  for  such 
work  be  given  in  writing,  signed  by  the  general  manager  or  super- 
vising engineer  of  the  railroad  company. 

Sixth,  rayment  for  such  repairs  shall  be  made  by  the  railroad  com- 
pany to  a  total  amount  not  exceeding  two  hundred  thousand  dollars 
($200,000)  in  the  4i  per  cent  first-mortgage  gold  bonds  of  the  railroad 
company,  at  the  price  of  one  hundred  and  two  (102)  and  interest 
accrued  to  date  of  the  delivery  of  said  bonds,  respectively,  to  the  con- 
tractor, and  the  contractor  agrees  to  accept  said  bonds  at  said  price  in 
payment  accordingly.  Any  amount  in  excess  of  said  sum  of  $200,000 
payable  by  the  railroad  company  hereunder  shall  be  paid  in  cash. 

The  railroad  company  shall  pa}^  the  conti-actor,  as  bills  are  presented 
from  month  to  month  for  work  done,  b}'  delivery  of  said  bonds  at  the 
price  aforesaid,  and  from  time  to  time  and  as  bonds  shall  be  so  deliv- 
ered, the  railroad  company  shall  lend  the  contractor  cash  upon  the 
security  of  said  bonds  equal  to  the  value  at  which  said  bonds  shall  be 
taken  by  the  contractor,  as  aforesaid,  and  not  exceeding  the  total 
amount  of  one  hundred  and  five  thousand  dollars  ($105,000)  as  and 
when  the  contractor  shall  tender  the  same  and  request  such  loan,  which 
said  loan  shall  bear  interest  at  and  after  the  rate  of  3  per  cent  per 
annum,  and  shall  be  repaid  on  August  1,  1904. 

Seventh.  The  railroad  company  may,  at  any  time  on  or  before  August 
1,  19:)4,  purchase  any  of  said  bonds  so  issued  to  the  contractor,  as  afore- 
said, by  payment  in  cash  therefor  at  the  rate  of  102  and  interest 
accrued  to  the  time  of  such  purchase,  and  if  the  contractor  shall 
require  the  railroad  shall,  on  August  1,  1904,  purchase  and  pay  for 
all  of  said  bonds,  or  so  many  of  them  as  the  contractor  may  tender 
upon  that  date,  at  said  price. 

Eighth.  It  is  understood  that  the  contractor  will  complete  the  above- 
mentioned  work  within  one  hundred  and  ten  working  days  for  the  first 
and  one  hundred  and  forty  working  days  for  the  second  ship,  delays 
caused  by  act  of  God,  controversies  with  the  workmen,  or  by  the 
action  of  the  railroad  company,  or  by  fire  excepted,  the  time  to  begin 
to  run  after  the  ships,  respectively^  have  been  delivered  at  the  con- 
tractor's yard  and  have  been  stripped  of  all  woodwork  and  cement, 
the  boilers  taken  out,  the  present  houses  removed,  and  whatever 
defective  hull  and  iron  work  may  be  discovered  has  been  removed  and 
replaced;  and  the  contractor  agrees  to  use  every  endeavor  to  complete 
the  entire  repairs  as  quickly  as  possible  within  that  time. 

So  soon  as  the  vessel  shall  be  stripped  as  aforesaid,  a  survey  shall 
be  made  by  the  supervising  engineer  of  the  railroad  company  ana  some 
po— VOLS— 06 62 
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competent  person  appointed  by  the  contractor,  and  specifications  shall 
be  preparea  of  all  the  work  to  be  done  upon  said  vessels  not  included 
in  tne  specifications  hereto  annexed,  and  tnereupon  said  surve^'ors  shall 
estimate  and  report  to  the  railroad  compan}^  and  the  contractor  the 
number  of  working  days  required  for  said  work,  if  any,  in  excess  of 
the  number  of  days  mentioned  above,  with  the  above-mentioned  excep- 
tions, for  each  of  said  ships.  If  the  said  surveyors  shall  not  be  able 
to  agree  as  to  whether  the  entire  work  to  be  done  upon  said  ships  a^ 
so  determined  will  require  a  longer  time  for  each  ship  than  the  time 
above  specified,  or  if  they  shall  not  be  able  to  agree  upon  the  addi- 
tional number  of  days  which  will  be  required  for  said  work,  they  shall 
select  another  competent  person  to  act  with  them,  and  the  decision  of 
any  two  of  said  three  surveyors  shall  be  final. 

For  any  delay  in  the  completion  of  said  work  beyond  the  time  above 
specified," or  beyond  the  time  so  specified  and  the  additional  time,  if 
any,  allowed  by  said  surveyors,  the  railroad  company  may  deduct 
from  any  sum  which  will  be  due  the  contractor  hereunder  the  amount 
of  one  hundred  and  fifty  dollars  ($160)  per  day  for  each  day  delay  on 
each  of  said  ships,  which  sum  is  allowed  as  liquidated  damages,  and 
not  as  a  penalty. 

In  witness  whereof,  the  parties  hereunto  have  caused  these  prasents 
to  be  executed  and  their  corporate  seals  to  be  hereunto  attached,  duly 
attested,  the  day  and  year  first  above  written. 

Panama  Railroad  Company, 

By . 

The  William  Cramp  &  Sons  Ship 
AND  Engine  Building  Company, 
By . 


New  wood  upper  decl\  7ieic  wood  main  deck^  7iew  wood  mastiff  compleU 
set  wooden  hcnises^  neio  rail 8^  and  new  boilers;  aiso  painting. 

Upper  deck. — To  be  entirely  new;  to  be  of  J-inch  matched  white 
pine  covered  with  tar  felt  and  No.  4  cotton  duck  canvas,  laid  upon  an 
entire  new  set  of  beams  of  3  M^  4^  inch  pine;  around  the  coamings  of 
the  houses  a  triangular  strip  of  pine  2  by  2  inches  is  to  be  worked, 
upon  which  the  canvas  is  to  be  secured. 

Before  laying  the  felt  the  deck  is  to  be  painted  with  one  heavy  coat 
of  white  lead  and  oil  and  the  tar  felt  laid  before  the  paint  is  set.' 

The  canvas  is  to  be  laid  athwartships,  thoroughly  stretched  and  laid 
smooth  and  straight,  and  secured  on  all  edges  with  galvanized  iron  tacks 
f -inch  long,  spaced  about  S-inch  centers,  and  afterwards  to  be  painted 
with  two  coats  of  boiled  linseed  oil  and  two  coats  of  paint  of  such  color 
as  owners  may  direct. 

PlanJi-sheer, — All  around  ship,  also  at  forward  end  of  upper  deck 
and  aft  end  of  forecastle  deck,  of  4  by  12  inch  yellow  pine  in  long 
lengths,  securely  fastened. 

Buffalo, — A  new  buffalo  to  be  furnished  and  fitted  forward,  alK)ut 
52  feet  long,  10  by  5  inches  at  forward  end  and  6  by  5  inches  at  after 
end,  fitted  with  castings  to  be  furnished  by  owners,  same  as  now  on 
ship. 

Forecastle  deck, — To  be  of  3i  by  4  inch  vellow  pine  in  long  lengths, 
secured  to  iron  beams  with  lag  screws,  ana  between  each  iron  beam  to 
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a  wood  beam  of  3  b}'^  4^  inch  yellow  pine,  also  to  be  furnished  and 
fitted,  to  be  caulked  with  one  thread  of  cotton  and  one  thread  of  oakum 
and  payed  off  with  elastic  seam  composition. 

Deck  over  v)ell  forward — To  be  substantially  built,  to  cover  the 
space  between  end  of  forecastle  deck  and  end  of  upper  deck,  with 
heavy  strongbacks  and  tie  beams  in  the  usual  manner. 

Upper  rail. — To  be  of  three  lines  of  i-inch  iron  pipe,  carried  through 
wrought  iron  or  cast  steel  stanchions  1$  inches  diameter  at  base  and  1^ 
inches  diameter  at  top,  and  surmounted  by  a  wooden  rail  of  7  by  3  inch 
yellow  pine  in  long  lengths,  secured  by  screw  bolts  to  solid  heads  upon 
stanchions.  Stanchions  to  be  about  4  feet  centers  and  well  securea  to 
plank  sheer,  and  provision  to  be  made  for  a  removable  section  on  each 
side  of  ship  at  each  gangway,  at  the  anchor,  and  at  forward  hatch;  rail 
to  be  42  inches  high,  from  deck  to  top  of  same. 

riowies. — A  fullset  of  houses  to  be  built  upon  the  upper  deck  of 

Elain  matched  pine  li  inches  thick  in  narrow  wiaths  with  V  beading  run 
orizontalh'  outside  and  vertically  inside  seven-eighths  inch  thick,  all  to 
be  of  air-dry ed  and  seasoned  lumber.  Studding  to  be  of  3  by  4  inch  pine 
and  set  upon  coamings  of  6  by  10  inch  yellow  pine  in  long  lengths. 
Houses  to  be  securely  fastened  with  anchor  l)olts,  and  all  ooors  to  be 
of  If-inch  paneled  pine,  using  locks  and  hinges  supplied  by  owners. 
The  houses  to  be  located  as  per  blueprint  sent  herewith  aiid  to  be  fin- 
ished complete  with  skylights,  closets,  shelves,  lockers,  hooks,  and 
everything  usual  in  a  ship  of  this  class.  Corners  of  houses  to  be  round 
and  not  less  than  9-inch  radius. 

Equipment  for  lifeboats. — Suitable  angle-iron  frames,  3  by  4  inches 
by  i  inch  double,  are  to  be  placed  at  each  end  of  six  lifeboats,  extend- 
ing across  full  width  of  ship,  as  per  plan,  and  the  space  under  the 
boats  covered  with  an  open  deck  of  3  by  4  inch  pine  witn  l^-inch  space 
between  each  plank.  Each  boat  is  to  be  equipped  with  one  set  of 
Mallory  type  davits  spaced  about  13  feet  centers.  Davits  to  be  of  2^ 
by  4i  inch  bar  iron  and  to  be  fitted  with  all  necessary  cleats,  ringbolts, 
and  eyebolts,  and  with  suitable  steps  on  oak  sole  piece  on  upper  deck. 
Each  boat  is  also  to  be  fitted  with  two  hinged  chocks  of  white  pine 
and  usual  pattern. 

Main  deck. — One  complete  wood  main  deck  to  be  furnished  and 
fitted  of  3i  by  4  inch  yellow  pine  in  long  lengths,  secured  to  the  deck 

1)lating  with  lag  screws,  one  m  each  plank  at  each  beam,  to  be  well 
aid  and  caulked  with  one  thread  cotton  and  one  thread  of  oakum  and 
paved  off  with  pitch. 

included  in  the  deck  work  will  be  securing  upon  proper  sole  pieces 
ten  mooring  bitts  and  the  laying  of  about  60-inch  wide  of  thick  work 
under  windlass,  and  suitable  coamings  for  all  companion  ways  and 
houses  between  decks. 

Houses  httween  decks. — A  complete  set  of  houses  to  be  built  between 
decks  as  per  plan  herewith.  Houses  to  be  built  of  li-inch  matched 
pine  lumber  outside,  worked  horizontally,  and  f-inch  lumber  inside, 
worked  vertically;  ceiling  inside  and  out  to  be  V-beaded. 

Studding  to  be  3  by  4  inch  pine  set  upon  yellow-pine  coamings  of 
t)  by  10  inches,  secured  to  the  main-deck  plating  in  a  substantial 
manner. 

The  houses  between  decks  will  include  companion  w;aj'^,  lockers, 
racks,  closets,  shelves,  and  the  usual  fittings  in  a  ship  of  this  kind. 
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Spars. — Two  new  wood-pole  spars  about  85  feet  above  upper  deck 
lon^  24  inches  diameter  in  the  partners,  are  to  be  furnished  and  fitted 
with  all  the  necessary  bands  and  ej'ebolts,  also  band  for  cargo  booms, 
and  stepped  and  wedged  in  place;  owners  to  furnish  and  set  up  rig- 
ging and  to  furnish  band  for  cargo  booms. 

Painting. — All  new  joiner  work  to  have  three  coats  of  paint  of  such 
colors  as  owners  may  airect. 

Inside  of  upper  houses  to  be  decorated  in  white  with  gold  leaf  on 
moulding. 

While  the  vessel  is  on  dry  dock  for  the  other  repaira  the  bottom  of 
the  ship  outside  to  be  thoroughly  scaled  and  painted  with  two  coats  of 
anticorrosive  paint  and  one  coat  of  antifouliug  paint. 

Boilers. — Two  return- tube  marine  boilers,  each  10  feet  5  inches  long 
outside. 

Each  to  have: 

Three  Morrison,  suspension,  corrugated  furnaces  of  the  removable 
type. 

Three  combustion  chambers. 

Grate  surface,  67  square  feet. 

Heating  surface,  2,500  square  feet. 

Built  for  a  working  pressure  of  100  pounds  steam  per  s(]uare  inch 
in  accordance  with  the  rule  and  requirements  of  the  United  States 
Treasury  Department.  Complete  with  furnace  fittings,  grate  bars, 
and  bearers,  furnace  fronts,  fitted  up  for  heated  forced  draft  sys- 
tem, with  smoke  boxes,  air-heating  boxes,  tubes,  blowers,  and  engines, 
air  ducts,  uptakes,  and  double  snxokestack  7  feet  diameter  outside  and 
6  feet  inside  diameter,  and  68  feet  long  from  bottom  grate  bars. 

Boilers  to  be  placed  in  the  ship  and  secured  to  foundations  furnished 
by  owner  read}"  to  receive  the  steam  connections. 

Each  boiler  also  to  be  fitted  with  1  spring-loaded  pop  safety  valve, 
1  2- inch  surface  blow  valve,  1  2i-inch  bottom  blow  valve,  2  2i-incli 
combined  feed  stops  and  checks,  1  li-inch  drain  cock,  1  glass  water 
gauge,  1  water  column  with  6  gauge  cocks,  1  dry  pipe,  1  scum  pan, 
1  internal  feed  pipe  and  blowpipe,  3  fusible  plugs,  1  main  and  aux- 
iliary stop  valve.  Boiler  also  to  be  furbished  and  fitted  with  all  neces- 
sary man  and  hand  holes,  with  covers  and  strong  bucks. 

fiach  boiler  also  to  be  furnished  and  fitted  with  a  steel  connection 
for  branch  pipe  of  suitable  size. 

Detail  specification  and  drawing  of  boiler  to  be  submitted  for  approval 
of  company's  engineer  before  the  work  of  construction  is  commenced. 

[Inclosure  No.  1,  accompanying  letter  to  Mr.  Paine,  general  manager  Panama  Railroad  Companr. 

October  24, 1903.] 

CHARGES. 

The  charges  for  labor  are  based  upon  the  regular  wage  scale  paid 
by  us  to  men  for  a  da^^  of  ten  hours  m  shops  and  outside. 

OVERTIME. 

A  regular  night's  work  begins  at  7  p.  m.  and  ends  at  6  a.  m.,  with 
an  hour  off  at  midnight  for  lunch.  For  this  a  man  is  paid  the  equiva- 
lent of  twent}'  hours  straight  time. 

For  Sundays  and  holidays  or  any  other  overtime  a  man  is  paid  the 
equivalent  of  two  hours  straight  time  for  each  hour  of  overtime. 
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The  rates  of  wages  to  be  charged  for  the  different  trades  will  be  in 
accordance  with  the  following  schedule,  to  which  10  per  cent  will  be 
added  for  profit: 


Per  day. 

Anglesmiths $3.00 

Anglesmiths'  helpers 1. 87 

Boiler  makers 2. 65 

Boiler  makers'  helpers 1. 87 

Blacksmiths 3.00 

Blacksmiths*  helpers 1. 87 

Boltersup 1.87 

Calkers  (wood) 3.42 

Carpenters 3. 42 

Carpenters'  helpers 2. 00 

Calkers  (iron) 2.82 

Chippers 2.65 

Cementers 1.87 

Draftsmen 3.35 

Drillers 1.&7 

Fasteners 2.10 

Ironworkers 2.75 

Ironworkers'  helpers 1. 87 

Joiners 3.00 

Joiners'  helpers 1. 87 

Laborers 1.87 

Machinists 2.85 


Per  day. 

Machinists'  helpers $1.87 

Painters 3.45 

Pattern  makers 3. 00 

Pattern  makers'  helpers 1. 87 

Electricians 3. 00 

Electricians'  helpers 1. 87 

Punchers 2.10 

Punchers' helpers 1.87 

Coppersmiths 3. 52 

Coppersmiths'  helpers 1. 87 

Riggers 2.10 

Riveters 2.95 

Boys 1.30 

Holder  on 1.87 

Plumbers 2.90 

Plumbers'  helpers 1. 87 

Sheet-iron  worker 2. 95 

Sheet-iron  worker  helper 1. 87 

Watchmen 1.87 

Foremen 4.30 

Foremen,  assistant 3.  70 

Timekeepers 2. 65 


Relating  to  all  hand  tools  used  bv  the  above  mechanics,  there  will 
be  no  charge  made  for  their  use.  Our  percentage  of  profit  on  labor 
includes  same.  The  following  tools,  with  their  rates,  are  to  be  charged 
without  any  additional  percentage  for  profit. 

The  charge  for  the  tools  also  mcludes  a  man: 


IPer  day. 

Rolls $20.00 

Furnace 20.00 

Flange  fire 10.00 

Suiall  forge 7.00 

Large  forge 8. 00 

Punches 8.00 

Shears 8.00 

Plate  planer 8.00 

Radial  drill 6.00 

Countersink 6.00 

All  pneumatic  tools 7. 40 


Per  day. 
Lathes,  planer,  and  drilling  ma- 
chines: 

Large $9.00 

Medium 7.00 

Small 5.00 

Bolt  cutter 5.50 

Shapers 5.00 

Blotters 7.00 

Boring  bar 7. 50 

Pipe  cutters 5. 00 

Saws,  circular  and  band 6. 00 

Air  compressor 20. 00 

Steam  hammers 15. 00 


All  material  is  to  be  charged  for  at  net  cost  to  us  plus  15  per  cent, 
of  which  the  following  are  a  number  of  the  principal  articles: 

Dry  dock  to  be  changed  for  at  a  net  rate  of  6  cents  per  gross  ton  per 
day,  Sunday  and  legal  holidays  excepted  unless  work  is  done,  and  no 
additional  percentage  to  be  charged  on  this  item. 
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Cost  of  material  used  in  repair  work  by  Kensington  Shipyard  Company. 


Oak feet..  10.06 

Quarter  oak do 08 

White  pine do 08 

Yellow  pine do 04 

Spruce do 03 

Oregon  pin€ do 061 

Poplar do 05i 

Maple do 03i 

Walnut...^ do....-     .12 

Cherry do 12 

Cedar' do 06} 

Ash do 05i 

White-pine  decks do 10 

Yellow-pine  decks do 08 

Oregon-pine  decks do 09 

Larch do 05 

Lignum-vita pounds. .      .  05 

Mahogany feet. .       .  17 

Teak do 22 

Molding do 02 

Forge  iron  and  steel pounds . .       .12} 

Steel  plate do 02 

Sheet  steel do 02} 

Flange  steel do 02} 

Russia  iron do 12 

Tool  steel do 08 

Special  steel  (tool ) do 15 

Sheet  brass do 20 

Yellow  metal do 16 

Sheet  copper do 20} 

Red  bolt  copper do 28 

Galvanized  sheet  i  ron do 03i 

Wire  nails do 08 

Cut  nails do 03 

Galvanized  cut  nails do 04} 

(jalvanized  sheath  nails. . .do 12 

Fender  nails do 07 

Copper  nails do 26 

Gal  vanized  boat  nails do 07 

Wire  mold  nails do 06} 

Yellow  metal  nails do 16} 

Trunk  nails do 15 

Felt  (sheet) do 05} 


Bolts,  nuts,  washers pounds.. 

Red  brass  castings do 

Yellow  brass  castings do 

Parsons  W.  B.  metal do 

Muntz  metal do 

Sheet  lead .do 

Lead  pipe do 

Iron  castings do 

Grate  bars do 

Propellers  and  cylinder  castings, 

iron pounds.  - 

Fire  bricks each . . 

Fire  clay barrels. . 

Iron  screws gross. . 

Brass  screws do 

Cup  spikes pounds. .' 

Wrought  spikes do 

Galvanizing. .  .• do 

Sand do 

Cement,  Portland barrels. . 

Bluestones,  packing pounds. . 

White  gum do 

Black  gum do 

Tucks  packing do 

Square  flax  packing do 

Asbestos  packing do 

Drop  forging ! do 

Pure  gum do 

Waste do 

Lard  oil gallons. . 

Linseed  oil do 

Boiled  oil do 

Headlight  oil do 

Hull  rivets pounds. . 

Boiler  rivets do 

Small  rivets do 

Tap  rivets do 

Copper  pipe do 

Color do 

Red  lead do 


$0. 


07 

20 
.17 
.26 
.17 
.05 
.06} 
.03^ 
.02} 

.04} 
.03  J 
.00 
.45 
.80 
.03} 
.04} 
.01} 
.75 
L20 
.55 
.42 
.42 
.35 
.20 
.35 
.10 
.85 
.051 
.71 
.45 
.65 
.11 
.02i 
.02i 
.05 
.10 
.25 
to 
.34 
.08 
.05f 


The  William  Cramp  &  Sons 
Ship  and  Engine  Building  Company, 

Phil<idelj)hia^  November  7,  1903, 
Mr.  Charles  Paine, 

General  Manager  Tlie  Panama  Railroad  Company^ 

Battery  Park^  ^^.  State  Street^  New  1  ork  City. 
Dear  Sir:  Answering  your  letter  of  October  30,  1903,  in  which 
you  ask  us  to  name  our  price  for  doing  certain  work  on  the  steamers 
Advance  and  Finance^  we  beg  to  state  that  we  will  undertake  to  do 
the  work  on  these  two  vessels  referred  to  in  your  above-mentioned 
letter,  all  as  named  in  the  specifications  accompanying  the  same,  with 
the  exception  of  furnishing  and  installing  the  boilers,  for  the  sum  of 
$49,986  for  each  ship. 

We  will  undertake  to  do  this  work  within  one  hundred  and  ten  work- 
ing days  for  the  first  and  one  hundred  and  forty  working  days  for  the 
second  ship,  after  the  ships,  respectively,  have  been  delivered  at  our 
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yard,  stripped  of  all  woodwork  and  cement,  the  boilers  taken  out,  the 
present  houses  removed,  and  whatever  defective  hull  and  iron  work 
discovered  is  removed  and  replaced. 

Due    allowance  will   be  made  for  scrap  at  current  market  rates, 
depending  upon  its  condition  when  removed. 

Terms  of  payment  to  be  as  agreed  upon,  in  case  your  order  for  the 
work  is  placed  with  us. 

Our  proposal  for  furnishing  the  boilers  is  forwarded  by  this  same 
mail. 

Trusting  that  we  shall  receive  your  order  for  this  work,  which  will 
receive  our  best  and  prompt  attention,  we  remain, 
Yours,  very  truly, 

The  Wm.  Cramp  &  Sons  Ship 

AND  Engine  Building  Company. 
K.  W.  Davenport,  Genei^al  Mana^er^ 


The  William  Cramp  &  Sons 
Ship  and  Engine  Building  Company, 

Philadelphia,  Nnremher  7,  190S. 
Mr.  Charles  Paine, 

General  Manager  The  Panama  Railroad  Company^ 

Battery  Park  Building^  21^,  State  street^  Ne^c  York. 

Dear  Sir:  Replying  to  3'our  inquiry  of  the  30th  ultimo,  we  offer 
to  make  and  place  in  vessels  at  our  wharf  four  Scotch  boilers  about 
15  feet  3  inches  diameter,  10  feet  5  inches  long  over  all,  each  boiler 
containing  three  Morison  suspension  furnaces  45  inches  inside  diame- 
ter, 6  feet  8i  inches  long,  of  the  interchangeable  type,  three  combus- 
tion chambers,  and  about  450  2i-in(h  diameter  tubes  7  feet  long; 
boilers  built  for  a  working  pressure  of  100  pounds  per  square  inch,  in 
accordance  with  Lloyd's  rules  and  the  rules  of  the  United  States 
Treasury  Department,  and  each  boiler  to  have  about  2,500  square  feet 
of  heating  surface  and  67  square  feet  of  grate  surface,  complete  with 
furnace  fittings,  grate  bars  and  bearers,  furnace  fronts  titted  for  heated 
forced-draft  system,  smoke  boxes,  air-heating  boxes,  and  tubes,  blow- 
ers and  engines,  air  ducts,  uptakes,  and  smokestack,  for  $45,250. 

Our  terms  of  payment  will  be  one-half  of  the  contract  price  on  the 
completion  of  the  boilers  at  our  shop  ready  for  installation,  and  the 
balance  in  thirty  days  after  the  boilers  have  been  installed,  provided 
the  installation  is  not  unduly  delayed. 

Our  price  includes  furnishing  with  each  boiler  one  steel  branch  pipe, 
one  mam  and  auxiliary  stop  valve,  one  5i-inch  diameter  sj^fety  valve, 
one  2-inch  surface  blow  valve,  one  2i-inch  bottom  blow  valve,  two 
2i-inch  combined  feed,  stop  and  check  valves,  one  H-inch  drain  cock, 
one  glass  water  gauge,  one  water  column  with  six  gauge  cocks,  one 
steam  gauge,  one  dr}^  pipe,  one  scum  pan,  one  internal  feed  j^ipe  and 
blow  pipe,  and  three  fusible  plugs.  It  also  includes  furnishing  with 
the  blowers  the  steam  engine  for  driving  the  same  and  all  connections 
for  the  hot-air  system. 

Our  price  is  based  on  making  the  four  boilers  and  the  parts  enu- 
meratea  complete  and  installing  the  same  in  two  vessels,  y^ou  deliver- 
ing the  vessels  at  our  yard  for  this  purpose. 


2926  INVESTIGATION   OF   PANAMA   CANAL   MATTERS. 

Our  proposal  does  not  cover  the  cost  of  any  work  other  than  that 
necessary  to  secure  the  boilers  and  blowers  in  the  vessels  on  founda- 
tions furnished  by  you,  and  attaching  to  the  boilers  the  smoke  boxes, 
upstakes,  stacks,  and  valves  and  fittings  furnished  by  us,  and  also  con- 
necting the  air  ducts  to  the  blowers  and  boilers. 

We  could  have  the  first  two  boilers  completed  and  ready  for  instal- 
lation in  about  three  months  and  the  second  two  boilers  in  about  four 
months  after  the  report  of  the  order. 
Yours,  truly, 

The  William  Cramp  &  Sons 

Ship  and  Engine  Building  Co., 
R.  W.  Davenport,  Genei^al  Manager. 

Senator  Kittredge.  As  I  understand,  Mr.  Drake,  you  are  to  fur- 
nish us  with  the  total  amount  of  current  liabilities  of  the  company? 

Mr.  Drake.  Yes,  sir;  at  each  dividend  date. 

Senator  Kittredge  (continuing).  When  each  dividend  was  declared? 

Mr.  Drake.  Yes,  sir. 

Senator  Kittredge.  You  spoke  of  contract  obligations;  what  do 
you  mean  by  that  if 

Mr.  Drake.  I  had  in  mind  when  I  said  that  this  particular  con- 
tract— this  Cramp  contract;  no  others. 

Senator  Kittredge.  What  contract  or  contracts  were  outstanding 
in  March,  1903,  when  the  first  dividend  of  that  year  was  declared  i 

Mr.  Drake.  No  others  but  this,  sir. 

Senator  Kittredge.  And  what  contract  or  contracts,  if  any,  were 
outstanding  when  j^ou  ordered  the  second  or  September  dividend  in 
1903? 

Mr.  Drake.  None,  sir. 

Senator  Kittredge.  Had  you  anv  other  contract  obligation  out- 
standing when  the  December,  1903,  dividend  was  declared,  except  the 
Cramp  contract? 

Mr.  Drake.  No,  sir;  except  the  contracts  for  supplies,  coal,  and 
that  sort  of  thing. 

Senator  Taliaferro.  When  was  your  contract  for  the  construction 
of  the  pier  disposed  of? 

Mr.  Drake.  The  construction  acc'ount  was  closed  on  December  31, 
1901. 

Senator  Kittredge.  Can  you  readily  give  us  the  obligations  of  the 
charac*ter  you  last  mentioned — coal  and  supplies  for  the  year  1903? 

Mr.  Drake.  The}"  are  paid  for  monthly,  as  delivered.  I  speak  of 
that  because  there  are  contracts  covering  those  matters.  We  enter 
into  contracts  with  the  coal  companies  to  take  from  them  our  require- 
ments in  the  way  of  coal,  but  we  pay  for  it  month  by  month,  and  it 
is  charged  to  operating  expenses.  I  only  spoke  of  it  because  I  did 
not  want  to  be  later  advised  that  I  had  made  a  mistake  as  to  the  con- 
tracts.    I  can  give  you  the  amounts. 

Senator  Kittredge.  Contracts  of  that  character  would  come  under 
the  item  of  operating  expenses,  would  they  not? 

Mr.  Drake.  Yes,  sir:  purely. 

Senator  Kittredge.  And  would  be  called,  perhaps,  current  expenses? 

Mr.  Drake.  Yes,  sir. 

Senator  Kittredge.  So  that  the  contracts  that  you  now  mention 
would  not  be  of  the  character  of  the  Cramps'  contract. 
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Mr.  Drake.  No,  sir. 

Senator  Kittredge.  How  much  cash  was  there  in  the  treasury  of 
the  company  when  the  September,  1903,  dividend  was  declared  ? 

Mr.  Drake.  The  treasurer's  statement,  presented  at  that  meeting, 
showed  cash  on  hand  amounting  to  $654,237.62. 

Senator  Kittredge.  Was  allthat  money  in  the  bank? 

Mr.  Drake.  In  the  banks,  yes,  sir — banks  and  trust  companies,  at 
interest. 

Senator  Kittredge.  And  could  your  check  have  been  drawn 
against  it? 

Mr.  Drake.  It  was  drawn  against  it  for  the  dividend,  sir. 

Senator  Kittredge.  I  mean  for  the  entire  amount? 

Mr.  Drake.  Yes,  sir;    for  the  entire  amount. 

Senator  Kittredge.  How  much  was  there  on  hand  in  cash  in 
December,  1903? 

Mr.  Drake.  Seven  hundred  and  seven  thous^and  five  hundred  and 
thirty-five  dollars  and  seventeen  cents. 

Senator  Kittredge.  In  actual  cash? 
•    Mr.  Drake.  In  actual  cash;  yes,  sir. 

Senator  Kittredge.  And  $280,000  was  ordered  paid  December  31 
or  January  1  for  dividends  if 

Mr.  Drake.  Yes,  sir. 

Senator  Taliaferro.  What  interest  were  you  getting  on  your 
deposits,  Mr.  Drake? 

Mr.  Drake.  The  current  market  interest  at  the  time,  3  per  cent — 
Si  per  cent.  Our  deposits  are  with  the  Farmers'  Loan  and  Trust  Com- 
pany, the  Mercantile  Trust  Company,  the  United  States  Tru^t  Com- 
pany, and  the  Central  Trust  Company;  and  we  get  3  per  cent — 2^  or 
3  per  cent. 

The  Chairman.  That  interest  varies,  does  it  not,  from  time  to  time? 

Mr.  Drake.  According  to  the  market  rate,  whatever  they  are  will- 
ing to  allow  on  permanent  deposits. 

Senator  Taliaferro.  Now,  that  is  the  point.  Were  these  permanent 
deposits? 

Mr.  Drake.  Yes,  sir. 

Senator  Taliaferro.  Then,  how  do  you  state  that  they  were  subject 
to  your  check? 

Sir.  Drake.  I  mean  by  "  permanent  dcDosits"  deposits  that  are  left 
there  for  any  time,  but  subject  to  draft.  When  the  company  wants  to 
draw  on  any  of  those  deposits,  we  by  courtesy  give  them  a  day's  notice 
that  we  are  going  to  draw  to-morrow  or  the  next  day  for  a  hundred  or 
two  hundred  or  wiree  hundred  thousand  dollars,  as  the  case  may  be; 
and  the  money  is  transferred  to  the  bank  on  which  we  draw  current 
checks. 

Senator  Taliaferro.  They  practically  pay  you  interest  on  3^our 
average  deposits  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Taliaferro.  On  your  credited  balances? 

Mr.  Drake.  Yes,  sir;  and  we  keep  as  little  as  we  can  in  the  banks 
and  as  much  as  we  can  in  the  trust  companies. 

Senator  Kittredge.  What  were  your  net  earnings  in  1903? 

Mr.  Drake.  The  absolute  net  earnings  were  $401,068.30. 

Senator  Kittredge.  And  the  dividends  declared  in  that  period  were 
$560,000? 
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Mr.  Drake.  Yes,  sir. 

Senator  Kittredge.  An  excess  of  about  $160,000. 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  The  dividends  were  how  much? 

Mr.  Drake.  Five  hundred  and  sixty  thousand  dollars. 

Senator  Taliaferro.   And  the  net  earnings  $401,000. 

Mr.  Drake.  For  the  year;  yes,  sir. 

The  Chairman.  Mr.  Drake,  I  want  to  ask  you  just  one  question 
there.  In  the  case  of  these  balances  that  you  have  in  the  trust  compa- 
nies, you  have  to  notify  the  trust  company  a  day  in  advance  that  you 
are  going  to  draw.  You  do  not  draw  on  the  trust  company  directly, 
do  you?  You  have  the  money  transferred  from  the  trust  company 
into  a  regular  bank? 

Mr.  Drake.  No,  sir;  we  draw  directly  on  them. 

The  Chairman.  You  draw  directly  on  the  trust  company? 

Mr.  Drake.  We  draw  directly  on  the  trust  company.  "  We  do  not 
have  to  notify  them.  In  stringent  times  they  require  from  some  of 
their  depositors  five  days'  notice,  or  ten  days'  notice;  but  we  do  not 
do  that. 

The  Chairman.  Then  vou  check  on  the  trust  company  the  same  as 
you  would  on  a  national  Tt)ank? 

Mr.  Drake.  We  check  on  the  trust  company  exactly  the  same  as 
we  would  on  a  bank,  and  deposit  the  check  in  our  own  bank,  and  it 
passes  through  the  clearing  house. 

Senator  Morgan.  Mr.  Drake,  who  devised  or  originated  the  plan 
of  creating  a  bonded  debt  against  the  company  for  repairs  to  ships  and 
paying  jaut  money  that  was  in  excess  of  tne  net  earnings  of  the  com- 
pany for  1903,  the  net  earnings  being  $401,068.30,  and  the  dividends 
being  $560,000  ?     Who  devised  that  plan  ? 

Mr.  Drake.  I  did,  sir. 

Senator  Morgan.  Out  of  your  own  head? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  You  are  the  man  responsible  for  it? 

Mr.  Drake.  1  am. 

Senator  Morgan.  You  had  no  consultation  with  Mr.  Cromwell 
about  it? 

Mr.  Drake.  Oh,  no,  sir.  That  is  my  own  business.  That  is  mv 
operating  business. 

Senator  Morgan.  I  do  not  ask  you  what  your  business  is.  I  ask 
you  what  you  did. 

Mr.  Drake.  No,  sir;  I  answered  the  question '*  no,  sir."  I  reported 
what  I  proposed  to  do  to  the  executive  committee,  and  my  proposition 
was  approved,  and  under  their  authority  1  made  the  contract.  Mr. 
Cromwell  was  a  member  of  that  committee. 

Senator  Kittredge.  It  was  you,  then,  that  devised  the  plan  of  pay- 
ing out  cash  dividends  to  the  stockholders  and  creating  a  aobt  against 
the  company  b}^  the  issue  of  these  bonds? 

Mr.  Drake.  I  did  not  answer  that,  sir,  in  that  way.  I  did  not 
devise  the  plan  of  paying  out  cash  dividends  an}^  more  than  anybody 
else.     1  devised  the  contract  with  Cramp. 

Senator  Morgan.  By  which  you  put  the  company  in  debt  for  the 
amount  of  those  repairs? 

Mr.  Drake.  Yes,  sir. 
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Senator  Morgan.  Then  you  did  not  advise  the  paying  of  the  cash 
dividends 

Mr.  Drake.  I  participated  in  the  declaration  of  the  cash  dividend. 

Senator  Morgan.  Did  you  advise  it? 

Mr.  Drake.  I  did  not  advise  it;  no,  sir.     1  approved  it. 

Senator  Morgan.  Who  did  advise  iti 

Mr.  Drake.  The  question  was  brought  up  in  the  executive  commit- 
tee, as  shown  here.     I  do  not  know  who  advised  it,  sir. 

Senator  Morgan.  You  do  not  know? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  You  really  do  not  know? 

Mr.  Drake.  I  do  not  know  that  I  suggested  the  declaration  of  a 
dividend  any  more  than  anybody  else,  sir.     I  am  not  going  to  take 

Senator  IVIorgan.  Who  made  the  motion? 

Mr.  Drake.  I  do  not  know,  it  does  not  recite.  I  can  not  remember, 
and  it  does  not  recite.  It  merely  says,  ''Resolved."  It  may  say 
''upon  recommendation."     I  will  turn  to  the  meeting. 

Senator  Morgan.  W^as  Mr.  Cromwell  present  at  that  meeting? 

Mr.  Drake.  1  will  tell  you,  sir,  in  one  moment.  [After  examining 
l)ook.]     No,  sir;  Mr.  Cromwell  was  not  present. 

Senator  Morgan.  He  was  not  present  at  that  meeting  at  all  ? 

Mr.  Drake.  The  members  present  were  Messrs.  Simmons— shall  I 
recite  them,  sir^ 

Senator  MoEfi^AN.  I  just  wanted  to  know  whether  or  not  Mr. 
Cromwell  was  there. 

Mr.  Drake.  No,  sir:  he  was  Aot  there. 

Senator  Morgan.  Was  that  the  meeting  of  the  board  of  directors? 

Mr.  Drake.  The  meeting  of  the  board  of  directors. 

Senator  Morgan.  I  am  Uilking  about  the  executive  committee. 

Mr.  Drake.  I  can  not  tell  about  that  until  I  ^et  the  book  here,  sir. 

Senator  Morgan.  When  you  get  the  book  will  you  tell  it^ 

Mr.  Drake.  Yes,  sir:  the  books  will  tell  it  themselves. 

Senator  Morgan.  And  you  have  no  recollection^ 

Mr.  Drake.  No,  sir;  not  the  slightest. 

Senator  Morgan.  Aside  from  the  book  'i 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  As  to  who  made  that  motion  to  pay  out  a  cash 
dividend  when  you  had  just  created  a  great  debt  against  the  company 
of  $265,000? 

Mr.  Drake.  It  was  ^200,000  at  that  time. 

Senator  Morgan.  But  you  had  made  your  plans  for  expending 
$2H5,00O,  and  had  come  under  an  obligation  to  expend  $2()5,00()? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  So  it  was  a  debt  of  $265,000  that  was  created 
against  the  company;  and  you  did  all  that  work  yourself,  out  of  your 
own  head? 

Mr.  Drake.  The  framing  of  the  contract  with  the  Cramps — yes, 
sir;  I  am  responsible  for  that. 

Senator  Morgan.  But  Cromwell  drew  the  papers  ? 

Mr.  Drake.  No,  sir;  his  firm  did. 

Senator  Morgan.  Well,  his  firm  did  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Is  he  not  identified  with  his  firm? 
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Mr.  Drake.  I  do  not  deal  with  Mr.  Cromwell  in  matters  of  that 
kind  at  all,  sir.  I  deal  with  the  different  it  embei's  of  the  firm,  accord- 
ing to  the  departments  that  they  attend  to. 

Senator  Morgan.  Do  you  say  that  you  have  never  had  any  dealings 
with  Mr.  Cromwell  in  regard  to  matters  of  that  kind? 

Mr.  Drake.  Oh,  no,  sir;  I  did  not  say  that.  I  say  that  I  do  not 
deal  with  Mr.  Cromwell  about  the  drawing  of  papers,  the  framing  of 
contracts. 

Senator  Morgan.  I  do  not  ask  vou  what  your  practices  or  habits 
are,  but  I  want  to  know  what  you  nave  been  doing. 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Did  you  ever  confer  with  Cromwell  about  all  of 
these  different  matters,  he  being  a  member  of  the  executive  committ^ee  ? 

Mr.  Drake.  Why,  certainly,  sir. 

Senator  Morgan.  You  have? 

Mr.  Drake.  In  committee  and  out  of  committee. 

Senator  Morgan.  Have  you  done  anything  that  you  did  not  confer 
with  him  about? 

Mr.  Drake.  A  great  deal.  There  is  a  great  deal  that  I  have  done 
that  I  have  reported  to  the  executive  committee  that  he  should  have 
known  of  if  he  had  been  present  at  the  meetings  and  that  he  might 
not  have  known  of  because  he  was  not  present  at  the  meetings. 

Senator  Morgan.  And  vou  had  not  informed  him? 

Mr.  Drake.  And  I  miglit  not  have  informed  him;  no,  sir. 

Senator  Morgan.  You  might  have  informed  him  ? 

Mr.  Drake.  I  might  not  have  informed  him. 

Senator  Morgan.  You  might  not;  but  did  you? 

Mr.  Drake.  He  knows  what  is  done  when  he  attends  the  meetingi$ 
of  the  committee,  and  he  knows  what  I  want  advice  upon  whenever  I 
go  to  him  for  it. 

Senator  Morgan.  Now,  Mr.*  Drake,  was  not  Mr.  Cromwell,  in  the 
management  of  those  matters  that  were  transacted  by  the  executive 
committee,  the  principal  legal  man  ? . 

Mr.  Drake.  No,  sir;  he  was  not. 

Senator  Morgan.  Was  not  he  the  legal  counsel  of  the  company  ? 

Mr.  Drake.  He  was  the  counsel. 

Senator  Morgan.  Was  he  not  giving  you  advice  and  legal  counsel 
all  the  time? 

Mr.  Drake.  Whenever  he  was  called  upon. 

Senator  Morgan.  And  often  when  he  was  not? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  Never?  He  was  very  retiring  and  modest  about 
it,  was  he? 

Mr.  Drake.  I  think  he  is  an  active  member  of  anv  board  that  he  u 
connected  with.  From  my  experience  I  know  that  he  is  a  very  active 
member  of  any  board  he  is  connected  with.  We  had  the  benefit  of  all 
his  experience  and  knowledge  whenever  he  met  with  us  in  committee. 

Senator  Morgan.  That  is  my  observation  here,  in  this  committee— 
that  he  is  very  active. 

Mr.  Drake.  I  am  very  elad  to  indorse  it. 

Senator  Morgan.  You  nad  no  conference  with  him  at  all  about 
creating  this  debt  against  this  company? 

Mr.  Drake.  No,  sir;  except  in  committee — not  except  in  committee. 

Senator  Morgan.  Did  vou  in  committee? 
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Mr.  Drake.  I  must  refer  to  the  minutes  to  see  whether  he  was 
present  at  the  meetings. 

Senator  Morgan.  I  am  referring  to  your  recollection. 

Mr.  Drake.  Oh.  I  do  not  know,  sir. 

Senator  Morgan.  I  want  to  know  what  you  recollect  about  it. 

Mr.  Drake.  1  do  not  recall. 

Senator  Morgan.  You  have  forgotten  ? 

Mr.  Drake.  1  have,  sir. 

Senator  Morgan.  It  was  a  pretty  important  matter,  Mr.  Drake. 

Mr.  Drake.  Yes,  sir;  but  not  more  important  than  many  matters 
that  1  had  to  deal  with.     I  was  the  executive  officer  of  the  company. 

Senator  Morgan.  But  you  have  not  forgotten  anvthing  else  that 
you  have  named  here  yet.     You  have  been  remarkably 

Mr.  Drake.  I  beg  your  pardon,  sir;  you  have  not  asked  me  before 
-whether  I  had  consulted  Mr.  Cromwell  about  other  matters. 

Senator  Morgan.  No;  I  never  asked  you  before,  l)ut  1  ask  you  now. 
Now,  Mr.  Drake,  how  did  Mr.  Cromwell  get  in  possession  of  sufficient 
information  to  enable  him  to  draw  that  contract  between  the  Cramps 
and  the  i-ailroad  company  without  your  conferring  with  him? 

Mr.  Drake.  By  my  first  devising  the  contract,  the  plan  of  contract; 
by  my  first  getting  authoritv  from  the  executive  committee,  at  which 
he  may  have  been  present — the  minutes  will  show — ^and  getting  author- 
ity to  make  that  contract,  and  then  going  to  his  office  and  consulting 
with  the  partner  of  the  firm  who  attends  to  the  drawing  of  .all  of  the 
contracts  that  we  enter  into,  and  finally  getting  it  in  a  satisfactory 
form  to  meet  the  plan  which  I  had  outlined. 

Senator  Morgan.  Was  Mr.  Cromwell  in  ignorance  of  all  these  facts 
when  that  contract  was  drawn  ? 

Mr.  Drake.  He  might  very  well  have  been,  sir.     1  do  not  know. 

Senator  Morgan.  But  was  he? 

Mr.  Drake.  I  do  noj;  know,  sir.  He  might  have  been  out  of  the 
country.     I  do  not  know  that  he  was  here  then. 

Senator  Morgan.  You  do  not  remember  about  that? 

Mr.  Drake.  1  do  not,  sir. 

Senator  Morgan.  When  you  had  put  the  companv  in  debt  for  that 
$265,000,  did  you  then  expect  to  declare  a  dividend  out  of  the  cash 
assets?  ^ 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  You  did? 

Mr.  Drake.  We  had  resumed  the  polic\^  of  declaring  dividends 
from  time  to  time,  and  we  were  liable  to  declare  one  at  any  time  that  we 
had  sufficient  funds  in  hand  to  do  it. 

Senator  Morgan.  You  sa}'  you  had  resumed  that  policy? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  When  had  you  given  it  up? 

Mr.  Drake.  Temporarily,  between  181^6  and  \901.  We  did  not 
declare  any  dividends  during  that  time. 

Senator 'Morgan.  Wh}^  not? 

Mr.  Drake.  Because  we  were  engaged  in  a  verj'  severe  freight  war 
with  the  Pacific  Mail  Steamship  Compan}^  because  we  were  construct- 
ing the  La  Boca  pier,  that  absorbed  all  of  our  ready  assets;  and 
because  it  was  a  very  disturbed  freight  period.  It  was  the  policy  of 
the  company  for  those  reasons  to  keep  in  a  very  conservative,  strong 
cohdition;  and  we  did  it. 


2932  INVESTIGATION   OF    PANAMA   CANAL,   MATTERS. 

Senator  Morgan.  You  say  you  were  constructing  the  La  Boca  pier? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  The  company  was  doing  that? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Was  not  the  canal  company  doing  that? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  You  went  into  debt  to  them  for  a  million  of  dol- 
lai's  on  account  of  that  pier? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  How  many  years'  credit  did  you  have  on  that? 

Mr.  Drake.  They  began  the  construction  in  1897,  and  it  was  all 
paid  up  in  1902. 

Senator  Morgan.  I  did  not  ask  you  that.  I  asked  you  how  many 
years'  credit  you  had  on  that  contract.  You  have  already  sworn  to 
that  heretofore,  and  I  have  it  in  the  books,  and  I  want  to* see  if  you 
will  state  it  again. 

Mr.  Drake.  Yes,  sir.  I  do  not  know  how  to  answer  your  question 
diflferently.     It  was  a  continuing  indebtedness  until  it  was  settled. 

Senator  Morgan.  When  you  wore  representing  the  value  of  this 
railroad  to  this  Senate,  to  tfiis  committe,  and  showing  its  admirable 
situation,  etc.,  you  mentioned  a  debt  of  a  million  of  dollars. 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  that  you  had  five  years  within  which  to 
pav  it.      . 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Is  that  a  fact? 

Mr.  Drake.  Yes,  sir.     We  did  pay  it. 

Senator  Morgan.  Then  why  did  you  not  state  it  just  now? 

Mr.  Drake.  Because  I  did  not  understand  the  quastion  in  that  way, 
sir. 

Senator  Morgan.  So  that  that  La  Boca  c<Mitract  was  not  the  one 
that  was  pressing  you  at  the  time  you  made  this  arrangement  for  having 
these  ships  repaired  or  made  that  cash  dividend? 

Mr.  Drake.  Oh,  no,  sir. 

Senator  Morgan.  You  had  gotten  through  with  that? 

Mr.  Drake.  Oh,  entirely. 

Senator  Morgan.  Entirely  through  with  that.  Than  why  do  you 
put  that  up  as  an  excuse  here  for  using  the  money  of  the  company  in 
paying  out  dividends? 

Mr.  Drake.  1  have  not,  sir. 

Senator  Morgan.  I  so  understood  you.  You  said  the  company 
had  abandoned  the  idea  of  yearly  declarations  of  dividends,  and  had 
resumed  the  practice  of  declaring  them  along  through  the  v^ear. 

Mr.  Drake.  I  said  that  we  had  paid  no  dividends  from  1896  to  1901. 
I  was  asked  wh}^  we  had  not  declared  any  dividends  during  that  time, 
and  I  stated  what  the  pressing  obligations  on  the  company  were  at  that 
time  up  to  1901. 

Senator  Morgan.  And  one  of  them  was  the  La  Boca  contract? 

Mr.  Drake.  And  one  of  them  was  the  La  Boca  contract,  which  was 
finalh'  settled  and  out  of  the  way  by  1902. 

Senator  Morgan.  And  you  had  five  vears'  credit  on  it? 

Mr.  Drake.  Five  years  from  the  cTay  of  the  contract,  which  was 
in  1897. 
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Senator  Morgan.  Yes.  Now,  at  what  date  did  you  resume  the 
practice  of  paying  dividends  along  through  the  year? 

Mr.  Drake!^  We  paid  a  dividend  in  1901,  a  dividend  in  1902,  and 
three  dividends  in  1903. 

Senator  Morgan.  Yes.  Was  the  dividend  of  1902  paid  at  the  end 
of  the  vear? 

Mr.  TDrake.  I  had  a  list  made  out  of  the  dates  of  the  payments  of 
all  of  these  dividends,  but  1  mislaid  it,  and  I  am  very  sorry  to  detain 
the  committee  to  look  each  time.  [After  examining  book.]  The  divi- 
dend was  paid  on  May  22,  1902. 

Senator  Morgan.  1902? 

Mr.  Drake.  1902,  sir— May  22,  1902. 

Senator  Morgan.  When  was  it  declared? 

Mr.  Drake.  It  was  declared  on  May  22,  and  made  payable  on  June  5. 

Senator  Morgan.  Of  what  year? 

Mr.  Drake.  1902,  sir. 

Senator  Morgan.  It  was  declared  in  1902? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  I  thought  you  said  it  was  paid  in  April. 

Mr.  Drake.  You  asked  me  if  the  dividend  of  1902  was  paid  at  the 
end  of  the  year,  and  I  said  I  would  look,  sir;  and  I  have  just  looked, 
and  1  see  that  the  dividend  of  1902  was  paid  June  5,  and  was  declared 
May  22. 

Senator  Morgan.  1902? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  That  was  before  the  year  had  expired? 

Mr.  Drake.  Yes,  sir. 

Senator  Mor^jan.  How  was  it  1901  ? 

Mr.  Drake.  In  1901  ?  I  think  the  dividend  was  much  earlier  in  1901. 
(After  examining  book.)    A  dividend  was  declared  on  February  28. 

Senator  Morgan.  The  dividend  was  declared  on  February  28  and 
paid  in  March  ? 

Mr.  Drake.  No,  sir;  the  recommendation  of  the  executive  commit- 
tee of  February  28  was  approved  at  a  meeting  of  March  14,  and  the 
dividend  was  paid  on  that  day. 

Senator  Morgan.  That,  now,  was  for  the  year  that  would  end  in 
December,  1901? 

Mr.  Drake.  It  was  paid  during  the  vear  1901. 

Senator  Morgan.  W^as  that  a  dividend  for  the  current  year  that 
you  paid  there  in  March,  or  was  it  for  the  previous  year? 

Mr.  Drake.  No,  sir;  it  was  declared  then;  it  was  declared  out  of 
the  accumulated  earnings  then.  The  dividend  was  in  1901.  It  was 
not  for  any  specific  time  nor  for  any  current  year;  it  was  a  special 
dividend  of  2  per  cent. 

Senator  Morgan.  Paid  out  of  the  earnings  of  the  previous  year  or 
the  current  year? 

Mr.  Drake.  Out  of  the  accumulated  earnings,  sir;  not  of  any  year. 

Senator  Morgan.  Out  of  the  accumulated  earnings? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Were  those  accumulated  earnings  in  cash,  Mr. 
Drake? 

Mr.  Drake.  Will  you  allow  me  to  correct  that,  Senator? 

Senator  Morgan.   Yes. 
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Mr.  Drake.  What  I  was  reading  at  the  meeting  of  the  14rth  was  an 
amendment  of  the  action  had  at  a  previous  meeting  of  the  board.  I 
think,  now,  I  ought  to  read  exactly  what  it  says.  At  the  meeting  of 
March  14,  "upon  motion,  dulv  seconded,  the  resolution  of  the  hosLvA 
of  directors  at  its  meeting  of  February"  28,  in  re  dividend,  was  amended 
by  the  insertion  of  the  word  'special'  before  the  word  'dividend/ 
thus  making  the  same  read: 

^'  ^ Resolved^  That  a  special  dividend  of  2  per  cent  be,  and  is  hereby, 
declared  this  day,'  etc.'^ 

That  is  the  amendment  of  the  original  resolution  offered  at  the  meet- 
ing of  February  28.  At  that  meeting  "The  president  brought  to  the 
attention  of  the  board  the  recommendation  aaopted  by  the  executive 
committee  at  its  meeting  of  February  21  regardmg  the  declaration  of  a 
dividend,  whereupon  it  was — 

^'  Resolved^  That  a  special  dividend  of  2  per  cent  be,  and  is  hereby, 
declared  this  day  upon  the  capital  stock  of  the  company,  payable  on 
Monday,  March  25, 1901,  to  stockholders  of  recoixl,  or  their  legal  rep- 
resentatives, on  that  day." 

Senator  Morgan.  Was  that  the  first  special  dividend  you  ever 
declared  ? 

Mr.  Drake.  Yes,  sir;  I  think  so. 

Senator  Morgan.  That  was  the  first  special  one  j'ou  ever  declared  f 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  \\'as  that  special  dividend  that  you  have  just 
mentioned  the  only  dividend  that  was  paid  for  1901? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  That  was  2  per  cent? 

Mr.  Drake,  Yes,  sir. 

Senator  Morgan.  Now,  we  will  get  over  to  1902.  State  to  the  com- 
mittee what  dividends  were  paid  in  1902,  and  when  they  were  declared. 

Mr.  Drake.  At  the  meeting  of  the  board  of  May  22,  the  following 
•resolution  was  adopted: 

"That  a  dividend  of  2  per  cent  upon  the  capital  stock  of  the  com- 
pany, payable  on  June  5  to  stockholders  of  record,  be,  and  the  same 
IS  hereby,  declared,  and  that  for  that  purpose  the  tmnsfer  books  be 
closed  on  June  2  and  reopened*  on  June  9." 

Senator  Morgan.  Was  that  the  only  dividend  paid  in  1902? 

Mr.  Drake.  I  think  it  was,  but  I  will  verify  it.  (After  examining 
book).  No,  sir;  August  28 — "  Upon  motion,  duly  seconded,  the  reconi- 
menaation  " 

Senator  Taliaferro.  Read  the  recommendation. 

Mr.  Drake.  I  am  trying  to  find  it.  [Reading.]  *'  Extracts  from  the 
minutes  of  the  several  meetings  of  the  executive  committee  held  August 
16,  19,  22,  and  26  were  read  as  an  explicit  statement  of  all  action 
had  since  the  last  meeting  of  the  board.  Previous  to  the  approval  by 
the  board  of  the  action  indicated  in  these  minutes,  consideration  wa.'* 
had  of  the  recommendation  of  the  executive  committee,  adopted  at  it< 
meeting  of  August  26,  regarding  the  declaration  of  a  dividend.  Upon 
motion,  duly  seconded,  the  recommendation  therein  contained  was 
unanimously  adopted,  and  a  dividend  of  2  per  cent  upon  the  capital 
stock  of  the  company  was  declared,  payable  on  September  5,  liK»:i. 
the  hooks  to  be  closed  on  September  2  and  reopened  on  September  >/' 

Senator  Taliaferro.  When  was  the  next  dividend  paici  after  that  i 

Senator  Morgan.  That  is  4  per  cent  for  1902. 
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Mr.  Drake.  That  h  all  in  1902,  sir.     The  next  dividend  was  declared ' 
at  the  meeting  of  March  26. 

Senator  Taliaferro.  Of  what  year? 

Mr.  Drake.  1903,  sir. 

Senator  Taliaferro.  Now  read  that. 

Mr.  Drake.  ''The  president  brought  up  for  the  consideration  of 
the  board  the  recommendation  of  the  executive  committee,  adopted  at 
its  meeting  of  March  13,  that  a  further  dividend  of  2  per  cent  upon 
the  capital  stock  of  the  company  be  declared,  and,  upon  motion  duly 
seconaed,  it  was  unanimously 

^^ Resolved^  That  the  recommendation  of  the  executive  committee, 
adopted  at  its  meeting  of  March  13,  that  a  further  dividend  of  2  per 
cent  be  declared  out  of  the  net  earnings  of  the  company  for  the  year 

1902,  is  approved  and  adopted;  and  further  *  • 
^^^ Resolved^  That  such  dividend  be  made  payable  on  April  3, 1903,  to 

stockholders  of  record  on  April  1,  the  date  of  closing  the  books  for 
the  purpose  of  the  annual  election." 

Senator  Taliaferro.  Was  that  resolution  amended  subsequently? 

Mr.  Drake.  No,  sir. 

Senator  Taliaferro.  Look  over  the  minutes  of  the  next  meeting 
and  see  if  it  was  not  amended  by  inserting  the  word  ''special." 

Mr.  Drake.  The  next  meeting  after  tnat  meeting?  [After  exam- 
ining bookj     No,  sir. 

Senator  Taliaferro.  When  was  the  next  dividend  declared? 

Mr.  Drake.  At  the  meeting  of  September  24. 

Senator  Morgan.  Of  what  year? 

Mr.  Drake.  1903.  *' Consideration  was  had  of  the  action  of  the 
executive  committee  at  its  meeting  of  the  22d  instant,  recommending 
that  a  dividend  of  2  per  cent  on  the  capital  stock  be  declared;  and, 
upon  motion,  duly  seconded,  it  was  unanimously 

*' Resolved^  That  a  dividend  of  2  per  cent  upon  the  capital  stock  of 
this  company  be,  and  the  same  is  hereby,  declared  payable  October  1, 

1903,  to  stockholders  of  record  on  September  28,  and  for  that  purpose 
the  books  be  closed  on  September  28  and  reopened  on  October  3." 

Senator  Taliaferro.  Was  that  resolution  amended? 

Mr.  Drake.  No,  sir.     The  next  meeting  was  on  December  10, 1903. 

Senator  Taliaferro.  Just  read  that  again,  Mr.  Drake.  You  read 
it  before,  but  I  would  like  to  hear  it  again.  It  may  have  been  omitted 
from  the  record. 

Mr.  Drake.  "Extracts  from  the  minutes  of  the  several  meetings  of 
the  executive  and  finance  committee  held  November  27  and  Decem- 
ber 1,  4,  and  8  were  read  as  an  explicit  statement  of  all  action 
had  since  the  last  meeting  of  the  boara.  Reference  was  had  to  the 
recommendation  of  the  executive  committee,  adopted  at  its  meeting  of 
the  8th  instant,  that  a  dividend  of  4  per  cent  on  the  capital  stock  of 
the  company  be  declared;  and  upon  motion,  duly  seconded,  the  follow- 
ing resolution  was  unanimously  adopted: 

"  Resolved^  That  a  dividend  of  4  per  cent  upon  the  capital  stock  of 
the  company  is  hereby  declared,  out  of  the  net  earnings  of  the  com- 
pany, payable  January  1, 1904,  to  stockholders  of  record  on  December 
28,  1903,  and  that  for  that  purpose  the  books  of  the  company  be  closed 
on  Decern  l)er  28,  1903,  and  reopened  January  2,  1904." 

Senator  Taliaferro.  Was  that  resolution  amended? 

Mr.  Drake.  No,  sir. 
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Senator  Taliaferro.  You  read  from  the  minutes  a  moment  ago 
that  the  resolution  authorizing  the  payment  of  a  dividend  had  been 
amended  by  inserting*  the  word  "special." 

Mr.  Drake.  Yes,  sir. 

Senator  Taliaferro.  What  dividend  was  that? 

Mr.  Drake.  That  was  the  dividend  of  1901,  I  think.  [After  exam- 
ining book.]  That  was  the  dividend  declared  at  the  meeting  of  Feb- 
ruary 28,  1901. 

Senator  Taliaferro.  Read  that  again. 

Mr.  Drake.  ^^Resolvet^  That  a  special  dividend  of  2  per  cent  be, 
and  is  hereby,  declared  this  day  upon  the  capital  stock  of  the  company, 
payable  on  Monday,  March  25, 1901,  to  stockholders  of  record,  or  their 
Jegal  representatives,  on  that  day." 

Senator  Taliaferro.  Why  was  the  word  '^ special"  put  in  that 
resolution  in  1901  and  omitted  in  1903 'if 

Mr.  Drake.  I  do  not  recall,  Senator.  I  do  not  remember.  I  will 
endeavor  to  find  out. 

Senator  Morgan.  You  will  have  to  ask  Mr.  Cromwell,  will  you  not, 
in  order  to  find  out? 

Mr.  Drake.  No,  sir. 

Senator  Taliaferro.  You  had  no  fixed  dividends* 

Mr.  Drake.  No,  sir. 

Senator  Taliaferro.  You  declared  dividends  as  the  company  felt 
able  to  distribute  the  money  and  the  stockholders  desired  it? 

Mr.  Drake.  Yes,  sir. 

Senator  Taliaferro.  Does  it  not  strike  you  as  peculiar  that  the 
word  "special"  is  inserted  there? 

Mr.  Drake.  There  must  have  been  some  reason  for  it,  sir,  and  I 
ought  to  remember  it,  but  I  do  not. 

Senator  Morgan.  Do  you  recollect  the  date  of  the  passage  of  the 
Spooner  law? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  Was  it  the  30th  day  of  June  ? 

Senator  Kittredge.  It  was  approved  the  28th  day  of  June,  1902. 

Senator  Morgan.  1902 — yes.  I  want  to  put  that  down.  Do  you 
recollect  the  date  of  the  conclusion  of  the  Hay-Concha  treaty  ? 

Mr.  Drake.  No,  sir.  I  am  very  forgetful  as  to  dates  now.  1  have 
become  so.     I  used  to  remember  all  of  them,  but  I  can  not  now. 

Senator  Morgan.  Do  you  recollect  the  date  of  the  signing  of  the 
Hay -Concha  treat3"  ? 

Senator  Taliaferro.  The  Hay -Concha  treaty  ? 

Senator  Morgan.  Yes. 

Senator  Kittredge.  That  was  ratified  by  the  Senate  in  December. 
1901.     I  am  unable  to  give  the  date  of  its  negotiation. 

Senator  Morgan.  Have  you  a  copy  of  it  there  ^ 

(Senator  Kittredge  handed  a  pamphlet  to  Senator  Morgan.) 

Senator  Morgan.  No;  this  is  the  Pauncefote  treaty.  1  did  not  say 
''Pauncefote;"  I  said  "Concha."  That  afterwards  became  the  Hay- 
Herran  treaty.     Do  you  recollect  the  date  of  that? 

Senator  Kittredge.  That  was  negotiated  in  Januarv,  1903,  and  was 
ratified  in  March,  1903. 

Senator  Morgan.  Yes. 

Senator  Taliaferro.  Was  not  this  dividend  of  December,  1W3, 
essentially  a  special  dividend? 
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Mr.  Drake.  No,  sir. 

Senator  Taliaferro.  Where  two  had  already  been  declared  pre- 
viously in  that  year? 

Mr.  Drake.  No,  sir. 

Senator  Taliaferro.  Could  not  the  word  "  special "  have  been  more 
appropriately  used,  as  far  as  you  know  now,  in  connection  with  a  third 
dividend  within  a  year,  than  in  the  case  of  the  dividend  of  1901,  where 
only  one  dividend  had  preceded  it? 

Mr.  Drake.  No,  sir. 

Senator  Taliaferro.  You  think  not? 

Mr.  Drake.  No,  sir. 

Senator  Taliaferro.  Will  you  let  the  committee  know,  Mr.  Drake, 
why  that  word  "special"  was  used  in  connection  with  that  dividend 
and  omitted  in  the  others? 

Mr.  Drake.  Yes,  sir.     If  I  write  a  letter,  will  that  be  suflScient? 

Senator  Taliaferro.  That  will  be  suflBcient. 

Senator  Morgan.  Before  the  passage  of  the  Spooner  law  Mr.  Hay 
had  negotiated  with  Mr.  Concha,  the  minister  from  Colombia,  a  treaty 
which  was  to  become  operative,  according  to  a  note  from  the  Presi- 
dent, whenever  Congress  passed  upon  the  subject  and  authorized  the 
adoption  of  such  a  treaty  or  one  equivalent  to  it.  That  was  some 
time  between  the  date  of  the  passage  of  the  Spooner  law  and  the  1st 
of  January  of  the  same  year.  1  will  get  the  date  and  put  the  treaty 
in  the  record. 

I  will  state  to  the  committee,  and  in  Mr.  Drake's  hearing,  that  my 
belief  is  that  as  soon  as  ever  the  consent  of  Congress  had  been  acquired, 
as  manifested  in  that  treaty,  to  a  sale  of  the  property  of  the  canal 
company  to  the  United  States,  that  principle  being  established  by  the 
consent  of  Colombia,  this  company  commenced  to  rob  its  treasury  foi 
the  purpose  of  having  as  small  an  amount  of  money  and  assets  on  hand 
as  possible  fall  into  tne  hands  of  the  United  States  whenever  they  got 
the  possession  of  the  property;  and  that  these  different  dividends  were 
carrying  out  that  exploitation,  robbing  themselves  of  all  cash  assets 
that  were  possible  on  every  occasion  and  under  every  excuse,  in  order 
that  the  railroad  property,  when  it  was  turned  over  to  the  United 
States,  should  be  depleted  below  its  actual  value. 

Senator  Kittredge.  Is  the  treaty  to  which  you  refer  the  one  between 
this  Government  and  the  Republic  of  Colombia? 

Mr.  Drake.  Yes,  sir;  executed  by  Concha,  minister. 

Senator  Kittredge.  That  was  negotiated  January  22,  1903,  as  1 
recollect.     I  know  it  was  in  January,  1903,  and  was  ratified 

Senator  Morgan.  That  treatv  was  before  the  passage  of  the  Spooner 
Act. 

Senator  Kittredge.  With  the  Republic  of  Colombia? 

Senator  Morgan.  Yes,  sir;  shortly"  before— within  a  month  or  two. 

Senator  Kittredge.  Of  course  I  am  giving  simply  my  recollection. 

Senator  Morgan.  Well,  1  know  about  it;  I  will  get  the  treaty  and 
put  it  in  the  record. 

Senator  Kittredge.  I  have  asked  the  clerk  of  the  committee  to  get 
that  instrument. 

Senator  Morgan.  It  is  here  in  various  prints;  it  has  been  printed 
several  times. 

Senator  Taliaferro.  Referring  to  that  dividend  of  1901,  in  which 
the  word  "special"  was emploj^ed,  will  you  look  in  your  minutes  and 
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see  if,  in  declaring  the  preceding  dividend,  the  word  '*•  special"  was 
used  'i 

Mr.  Drake  (after  examining  book).  How  far  back  would  you  like 
me  to  go? 

Senator  Taliaferro.  Just  go  through  that  period  when  you  were 
not  paying  dividends. 

Mr.  Drake.  I  am  going  through  that  period.  The  dividend  of  1901 
was  the  first  dividend  that  we  paid,  sir,  for  a  considerable  period. 

Senator  Taliaferro.  See  if  the  word  "special"  was  used  in  the 
second  dividend  of  1901. 

Mr.  Drake.  There  was  no  second  dividend,  I  think,  sir. 

Senator  Taliaferro.  That  was  the  only  one  declared  in  1901  { 

Mr.  Drake.  Yes,  sir. 

Senator  Taliaferro.  Was  the  word  ''special"  used  in  the  first 
dividend  in  1902? 

Mr.  Drake.  No,  sir. 

Senator  Taliaferro.  It  was  not  used  after  that? 

Mr.  Drake.  No,  sir. 

Senator  Taliaferro.  Do  3'ou  know  whether  it  was  used  prior  to  the 
dividend  of  lj)01 1 

Mr.  Drake.  1  do  not  recall  that  it  ever  was;  I  do  not  know  that  it 
ever  was,  sir. 

Senator  Taliaferro.  Will  you  look  through  the  book  at  the  recejfs 
hour^ 

Mr.  Drake.  I  will,  carefully,  sir. 

Senator  Taliaferro.  And  let  us  know  at  the  afternoon  hearing,  if 
you  please  ( 

Mr.  Drake.  Yes,  sir. 

Senator  Taliaferro.  You  have  been  connected  with  the  railroad 
company  since  1888,  I  think  you  said,  Mr.  Drake? 

Mr.  Drake.  Yes,  sir;  in  different  capacities. 

Senator  Taliaferro.  What  has  been  the  market  value  of  the  stock? 

Mr.  Drake.  It  never  has  had  any  market  value,  sir — a  mere  nomi- 
"nal  value,  because  there  has  only  been  a  small  amount  of  stock 
outstanding. 

Senator  Taliaferro.  Have  you  ever  known  of  any  sales  of  the 
stock  ? 

Mr.  Drake.  Yes,  sir;  at  times  there  have  been  small  sales.  I  liave 
known  of  sales  of  one  or  two  shares  at  05  and  at  76,  There  was  a 
broker  in  New  York  by  the  name  of  John  B.  Manning  who  used  to 
buy  up  lots  of  stock.  W'^e  used  to  send  anybody  that  had  single  shares 
to  sell  to  him,  and  he  would  buy  them  as  cheaply  as  he  could.  He 
would  pay  in  the  neighborhood  of  65  or  70  or  85. 

Senator  Taliafkrro.  How  lately  have  you  known  of  sales  of  the 
stock;  down  to  what  period? 

Mr.  Drake.  Do  you  mean  public  sales  ( 

Senator  Taliaferro.  Any  kind  of  sales. 

Mr.  Drake.  The  last  transactions  that  were  made  in  the  stock  were 
when  all  of  the  minority  stock  was  bought  up. 

Senator  Taliaferro.  1  mean  exclusive  of  that. 

Mr.  Drake.  Oh,  well,  exclusive  of  that,  I  think  within  a  period  of 
six  months  before  that  time  there  were  single  sales,  sales  of  one  or 
two  shares;  something  like  that. 
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Senator  Tatjaferro.  At  not  to  exceed  65  cents  on  the  dollar? 

Mr.  Drake.  At  not  to  exceed  65  to  80.  There  was  no  market 
value;  it  was  whatever  he  would  pay  for  it. 

Senator  Talufkrro.  Do  you  know  of  a  sale  at  80? 

Mr.  Drake.  No,  sir;  not  definitely. 

Senator  Taliaferro.  Why  do  you  name  that  figure  then? 

Mr.  Drake.  Because  I  have  an  impression  that  Manning  did  buy 
stock  as  high  as  that;  but  it  is  only  an  impression,  sir. 

Senator  Taliaferro.  What  is  tne  highest  price  at  which  you  have 
known  the  stock  to  sell? 

Mr.  Drake.  Seventy-five. 

Senator  Taliaferro.  You  have  known  of  a  sale  at  75  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Taliaferro.  And  you  are  prepared,  on  that  knowledge,  to 
state  to  the  committee,  I  presume,  that  75  was  the  maximum  market 
value  of  this  stock  prior  to  the  purchase  of  this  French  property  by 
the  United  States  Government? 

Mr.  Drake.  No,  sir;  not  at  all.     May  I  enlarge  just  a  little  on  that? 

Senator  Taliaferro.  Certainly,  certainly. 

Mr.  Drake.  I  do  not  want  to  be  discursive.  1  had  been  a  stock 
broker  and  banker  for  twentv -seven  j^ears  or  thirty  years  before  I 
came  to  the  Panama  Railroad  Company,  and  the  opinion  that  I  express 
now  is  that  that  was  all  that  the  minority  stock  was  worth  in  the  mar- 
ket. It  was  no  object  to  anybody  to  buy  up  the  few  odd  shares  that 
were  offered  for  sale. 

Senator  Taliaferro.  1  would  just  as  soon  have  the  statement  in 
that  form,  Mr.  Drake.  Then  you  would  state  to  the  committee  that 
the  maximum  value  of  the  minority  stock  was  not  to  exceed  75  cents 
on  the  dollar. 

Mr.  Drake.  That  was  all  that  could  be  obtained  for  it. 

Senator  Taliaferro.  The  market  value— that  is  all. 

Mr.  Drake.  Mr.  Chairman,  I  would  like  to  say,  if  1  may,  that  if  it 
is  possible  1  would  like  to  get  to  New  York  this  afternoon.  There  are 
matters  of  very  important  business  there. 

The  Chairman.  Yes;  I  think  the  committee  will  get  along  with  you 
as  rapidly  as  possible.  I  presume  Senator  Morgan  wishes  to  ask  you 
some  further  questions.     You  have  not  finished,  have  you? 

Senator  Morgan.  No;  1  have  not.  The  country  and  the  Senate  are 
pressing  upon  us  for  a  report  upon  these  questions,  and  I  want  to  get 
the  evidence  before  the  committee. 

The  Chairman.  1  understand  that,'  Senator;  I  simply  did  not  know 
ow  far  you  wished  to  go. 

Senator  Taliaferro.  1  would  like  to  ask  one  more  question  while 
Senator  Morgan  is  getting  readj%  Mr.  Drake.  What  official  position 
in  the  Panama  Railroad  Companj^  did  you  hold  prior  to  the  purchase 
of  that  property  and  the  canal  property  by  this  Government? 

Mr.  Drake.  I  held  every  position  but  that  of  president,  sir.  I 
have  been  assistant  secretary  and  secretary,  and  secretarv  and  assistant 
general  manager,  and  vice-president  and  secretary,  and  second  vice- 
president  and  secretary. 

Senator  Taliaferro.  So  that  you  are  thoroughly  familiar  with  the 
affairs  of  the  company? 

Mr.  Drake.  Yes,  sir. 
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Senator  Taliaferro.  And  you  had  been  a  stock  broker  for  twenty 
or  thirty  years  prior  to  your  coming  to  the  Panama  Railway  Company  ? 

Mr.  Drake.  Yes,  sir.     I  left  Wall  street  to  come  there. 

Senator  Taliaferro.  So  that  you  were  thoroughly  familiar  with 
the  stock  market  ? 

Mr.  Drake.  Oh,  entirely,  sir. 

Senator  Taliaferro.  And  if  any  of  this  stock  had  been  bringing  a 
higher  price  than  that,  you  would  in  all  probability  have  known 
alwut  iti 

Mr.  Drake.  Oh,  yes,  sir.  The  stock  of  the  Panama  Railroad  Com- 
pan}'  was  stricken  from  the  list  of  the  Stock  Exchange  a  good  many 
years  ago  under  its  policy.  When  the  bulk  of  the  stock  of  a  company 
passes  into  the  ownership  of  one  interest,  and  leaves  only  a  minority 
m  the  hands  of  the  public,  they  suspend  official  dealings  in  that  stock 
to  prevent  people  being  caught  in  large  transactions  that  they  could 
not  fulfill  without  there  being  available  stock  to  make  deliveries  of. 
The  stock  of  the  Panama  Railroad  was  stricken  from  the  official  list  of 
the  exchange  a  great  many  years  ago,  and  what  I  know  of  the  stock 
is  in  the  outside  market. 

Senator  Taliaferro.  So  that  your  knowledge  of  it  may  be  termed 
expert? 

Mr.  Drake.  Yes,  sir. 

Senator  Taliaferro.  Now,  Mr.  Drake,  when  you  conceived  and  put 
into  operation  this  plan  of  contracting  with  the  Cramps  to  repair  these 
ships  and  to  create  a  permanent  interest- bearing  obligation  against 
this  railway  company,  what  were  the  surplus  earnings  of  the  company? 
What  was  the  amount  standing  to  the  credit  of  surplus  account? 

Senator  Morgan.  Do  you  mean  in  money  or  in  betterments? 

Senator  Taliaferro.  I  mean  in  surplus — whatever  the  surplus  may 
represent. 

Senator  Morgan.  Yes. 

Senator  Taliaferro.  The  net  surplus. 

(At  the  request  of  the  witness,  the  pending  question  was  read  aload 
to  him  b}^  the  stenographer.) 

Mr.  Drake.  On  December  81,  immediately  after  the  date  of  the 
contract — the  contract  was  dated  November  3<) — the  balance  of  assets 
over  liabilities  on  December  31,  1903,  is  shown  bv  the  annual  report 
to  be$4,191,921).91. 

Senator  Taliaferro.  And  what  was  the  amount  of  cash  in  the  banks 
and  on  hand'i? 

Mr.  Drake.  On  what  date  shall  I  give  you  that? 

Senator  Taliaferro.  That  date. 

Mr.  Drake.  December  31? 

Senator  Taliaferro.  Yes. 

Mr,  Drake.  The  amount  of  cash  on  hand  December  24,  1903— that 
is  the  last  meeting  of  the  board  of  which  I  have  the  report — was 
$719,0e39.96. 

Senator  Taliaferro.  So  that  with  over  four  millions  of  net  earn- 
ings standing  to  the  credit  of  your  surplus  account  and  with  over 
$700,000  cash  in  hand  you  recommended  the  creation  of  this  permanent 
interest- bearing  obligation  against  this  company  rather  than  paying  the 
Cramps  in  cash? 

Mr.  Drake.  Yes,  sir. 

Senator  Taliaferro.  Those  are  the  facts? 
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Mr.  Drake.  Yes,  sir;  for  the  reasons  previously  stated. 

Senator  Taliaferro.  What  was  the  account  that  you  depleted  in 
making  certain  cash  puymentA  to  the  Cramps? 

Mr.  Drake.  It  was  a  depreciation  account  which  had  been  estab- 
lished by  a  charge  to  operating  expenses  from  time  to  time  during  the 
time  the  steamers  were  aeteriorating.  We  had  made  a  credit  to  a  depre- 
ciation fund,  which  had  accumulated  at  that  time  up  to  $102,000.  Some 
time  prior  to  that  the  fund  was  suspended,  because  we  thought  the 
market  value  of  the  steamers  was  in  excess  of  the  way  they  stood  on 
the  books.  The  depreciation  fund  had  carried  them  down  to  less  than 
their  current  market  value;  so  the  depreciation  account  was  suspended, 
and  the  balance  remained  to  the  credit  of  that  depreciation  fund,  and 
was  drawing  interest  in  the  trust  company. 

Senator  Taliaferro.  And  you  used  that  in  repairing  the  ships 
because  vou  thought  that  the  repairs  would  so  improve  the  ships  as 
to  take  the  place  of  that  fund  to  the  credit  of  that  account? 

Mr.  Drake.  A  part  of  the  work  that  was  done  on  the  ships  jvas 
properly  chargeably  to  operating  expenses.  Only  $226,(>00  of  it  was 
charged  to  capital  account.  A  certain  percentage  of  the  repairs  were 
structural  in  their  character.  Two  hundred  and  sixty-five  thousand 
dollars  was  the  total  that  the  bonds  were  sold  for. 

Senator  Morgan.  I  will  proceed  now,  Mr.  Drake,  by  calling  your 
attention  to  page  246  of  your  former  examination,  in  which  you 
described  the  condition  of  the  stock  that  Mr.  Taliaferro  is  alluding  to. 
I  will  just  read  what  you  stated,  and  put  it  in  the  record  here. 
(Reading:) 

' '  Senator  Kittredge.  Who  are  the  stockholders  outside,  in  addition 
to  the  Panama  Canal  Company  ? 

*^Mr.  Drake.  There  are  39  stockholders  in  the  United  States.  The 
list  of  the  stockholders  is  filed  with  the  Isthmian  Canal  Commission. 
I  apologize  for  not  bringing  it  here.  1  had  no  idea  it  would  be 
required,  but  there  are  39  stockholders  in  the  United  States  and  17  in 
France  and  England,  in  addition  to  the  holdings  of  the  canal  company. 

*•' Senator  Kittredge.  You  say  Mr.  Cromwell  is  a  stockholder? 

''Mr.  Drake.  Yes. 

'''Senator  Kittredge.     The  list  you  mention  will  give  his  holdings? 

''Mr.  Drake.  Yes. 

"Senator  Kittredge,  And  those  of  the  others? 

•'Mr.  Drake.  Yes.     1  can  supply  that  if  it  is  required. 

'•Senator  Kittredge.  I  wish  you  would. 

"  Mr.  Drake.  Itis  of  record  with  the  Commission,  but  I  will  furnish 
it.^' 

Then  follows,  from  what  I  suppose  you  furnished  subsequently,  a 
statement  on  page  247  of  a  list  of  all  the  stockholders,  with  the  resi- 
dence of  each  one,  and  the  number  of  shares  of  stock  held  by  each  one, 
which  footed  up  70,000  shares. 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  That  was  all  the  stock  of  the  company.  I  will 
insert  that  list  here  without  reading  it.  1  wish  to  call  attention,  though, 
to  one  or  two  statements  in  it. 
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(The  complete  list  referred  to  is  as  follows:) 

Lisl  of  stockholders  of  Panama  Railroad  Company. 


Name. 


Boyard,  Xavier 

Brown,  Vernon  H 

Cahen,  Rudolph  T.,  Marquis  de  Torre  Alflna. 


Cahen,  Ugo 

Chesebrough,  Robert  A  . . 

Ck>nL3tock,  0.  B 

Coudert.  Chas 

Cromwell,  Wm.  Nelson. . . 
D'Anvera,  Albert  Cahen  . 


Addrera. 


Number 
of  shares. 


D'Anvers,  Louijv  Cahen j 

D'Espeyran,  Felix  Quillaume  Sabatler j 

D'Espeyran,  Mme.  L,  C.  C.  de  Barrois  d'Orge- 

val  Sabatier. 

De  Lesser,  A.  L.  F.  B.  C 

De  L^er,  A.  R.  A.  C ' 

Dinsmore,  W.  B , 

Drake,E.A I 

Einsiedler,  Charles 

Escott,  Rev.  Edward  Sweet,  and  Cox,  Henry 

Fisher.  i 

Felton, Samuel  F | 

Franklin,  Wm.  B 

Gallaway,  Robert  M 

Garr ,  Geoige 

Gates,  I.  E 

Gautron,  Jean  Pierre,  liquldateur 

Gebhard.Wm.H 

Gordon,  Jas.  R 


Haines,  Augustus  Montague. 


Hopkins,  A.  Lawrence . 

Hutin.  Maurice 

Hudson,  Woodward 

Hurtado,  Mercedes 


James,  Angelina  Henrietta  . 


Jennings,  F.  B 

Lampre,  Edouard 

Leverich. C.  D., &  Bro. 

Mackay .  Mary  C 

Maddock ,  Henry 


24  State  street,  New  York 

29  Broadway,  New  York i 

26  Exchange  place.  New  York,  care  of  L.  Von  i 

Hofllnan  &  Co.  | 

do 

17  State  street.  New  York , 

34  West  Twenty-flfth  street,  New  York ; 

71  Broadway,  New  York I 

49  Wall  street.  New  York I 

26  Exchange  place,  New  York,  care  of  L.  Von  i 

Hoffman  &  Co.  I 

do 

9  Rond  Point  des  Champs  Elysees,  Paris, 

France. 
do 


Care  Mallet  Freres  &  Co.,  Paris 

do 

69  Broadwfty,New  York 

24  State  street,  New  York 

27  Williams  street,  New  York 

The  Red  Cottage,  Lyme  Regis,  England 

Monadnock  Building.  Chicago,  111 

Hartford.  Conn 

42  Wall  steeet,  New  York 

14  West  Forty-fifth  ntreet.New  York 

35  Wall  street.New  York 

Paris,  France 

New  York,N.Y 

112  Wall  street,  care  of  Czamikow,  MoDou- 


gall  &  Co. 
l6\Va 


Manning,  John  1 

Manning.  Mary 

Mill8,D.O 

Monteflore,  Madam  E.  L  . 


Motley.J.M 

Murray,  Williama. 


McCuIlough,  John  G . . . 

Newton,  Anna  M 

Oppenheim,  Ernest  L  . . 
Oppenheim,  Edward  L. 
Palmedo,  U 


Park,T.L 

Parker,  J.  H 

Pegler,  Stephen  Francis  and  Francis  . 

Phlpard,  Harvey  Flak 

Phlpard,  Wm.  George 

Phipard,  Chas.  Butler 

Phlpard.  Clarence  Lester 

Raphael,  Lewis 


John  Henry  Sayile  and  Chas.  John  Mander, 
executors  estate  of  Anne  Raphael. 

Si  mons.  J .  Edward 

Von  Hoffman,  L.,  &Co 


46  wall  street,  New  York,  care  of  J.  Kennedy 
.  Tod  A  Co.  I 

Willlamstown,  Mass 

Paris,  France ' 

Boston,  Mass 

19  Whitehall  street.  New  York,  care  of  Hur-  i 
tado  &  Co..  in  liquidation.  I 

99  Grove  I^ne,  Denmark  Hill,  London,  Eng- 
land. 

15 Broad  street,New  York 

Paris.  France 

48  Wall  street,  New  York 

6  Wall  "Street,  New  York,  care  of  A.  K.  Mackey . 

21  Barclay  street.  New  York 

2  Wall  street.  New  York j 

do , 

15  Broad  street.  New  York 

26  Exchange  place,  New  York,  care  of  L.  Von 
Hoffman  &  Co. 

12  John  street.New  York i 

112  Wall  street.  New  York,  care  of  Czami-  ' 
kow,  McDougall  &  Co.  < 

21  Cortlandt  street.  New  York , 

24  State  street.  N  ew  York i 

Johnston  Building,  New  York,  N .  Y 

do 

26  Exchange  place,  New  York,  care  of  .L.  Von 
Hoffman  &  Co.  I 

345  Broadway,  New  York ' 

Cotton  Ex'^hange  Building,  New  York ■ 

Amscott  Hou.<(e,  East  Bedford,  England 

Care  of  H.  T.  Phipard.  Singer  Manufacturing 
Comi)any,  149  Broadway,  New  York.  | 

45  Wall  street.  New  York,  care  of  J.  Kennedy 
Tod  &  Co.  I 

..do I 


14  Nassau  street.  New  York 

26  Exchange  place,  New  York. 


1 
1 
10 


1 
I 

31 
20 

20 

2S 


23 
23 

1 

I 
87 

1 

1 

1 

1 

100 

\,m 

lU 
70 


1 

12 
5 


3 
341 
IS 
5 
1 
'2SS 
10 
1 
IS 

6 
15 

3 

I 
ISO 
10 
10 

3 

1 

1 

1 
1 

14 


I 
10 


Total 


mow 
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Senator  Morgan.  You  have  here  the  statement  that  Jean  Pierre 
Gautron,  liquidator,  whose  residence  is  at  Paris,  France,  held  68,534 
shares.  That  is  the  statement  that  you  put  in  here.  Now,  he  was  the 
liquidator  of  the  old  company,  and  at  that  time  that  stock  stood  in  his 
name;  and  that  was  at  the  date  of  your  examination,  which  was  Feb- 
ruary 26, 1902.  Now,  on  the  date  of  that  examination  all  of  this  capi- 
tal stock,  including  those  68,534  shares,  was  held  by  the  liquidator  of 
the  old  company  on  your  books? 

Mr.  Drake.  The  stock  list  was  correct,  sir. 

Senator  Morgan.  The  stock  list  was  correct;  yes.  When  did  that 
stock  ever  pass  by  transfer  or  othei-wise  on  your  books  to  the  New 
Panama  Canal  Company  ? 

Mr.  Drake.  I  should  have  to  get  a  transcript  of  the  stock  ledger  in 
order  to  tell  that,  sir.  I  will  give  you  every  change  in  the  holding  of 
the  stock.  We  keep  a  regular  stock  ledger  that  shows  the  changes 
by  transfer. 

Senator  Morgan.  Mr.  Drake,  when  you  have  the  opportunity  of 
referring  to  your  records  I  wish  you  would  state  that  fact  to  the  com- 
mittee and  inform  us  when  the  transfer  took  place  of  this  same  stock 
to  the  New  Panama  Canal  Compan3\  Do  you  recollect  that  it  ever 
did  take  place? 

Mr.  Drake.  There  were  several  transfers  of  the  bulk  of  the  stock, 
sir.  My  recollection  is  that  it  passed  once  from  the  old. company  to 
the  new  and  back  from  the  new  to  the  old  again;  but  the  stock  list 
will  show  that  perfectly. 

Senator  Morgan.  Have  you  anv  knowledge  of  the  f act<^  that  caused 
this  vibration  and  change  of  stock  from  the  old.  to  the  new  company 
which  you  have  just  mentioned? 

Mr.  Drake.  Not  the  slightest. 

Senator  Morgan.  But  you  remember  the  fact  that  it  did  change 
from  the  old  to  the  new,  and  from  the  new  back  to  the  old  ? 

Mr.  Drake.  Yes,  sir;  1  do,  because  it  was  part  of  my  duty  to  sign 
the  certificates. 

Senator  Morgan.  Where  was  this  stock  held — by  which  of  these 
companies,  the  liquidator  of  the  old  company  or  the  New  Panama 
Canal  Company — at  the  time  of  the  transfer  to  the  United  States? 

Mr.  Drake.  1  do  not  know,  sir. 

Senator  Morgan.   You  do  not  know  ? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  When  this  stock  was  held  by  the  old  company, 
who  voted  it  in  the  board? 

Mr.  Drake.  Whoever  held  the  proxies. 

Senator  Morgan.  Well,  who  was  it? 

Mr.  Drake.  The  records  would  show  that. 

Senator  Morgan.  You  do  not  remember? 

Mr.  Drake.  Generally,  Xavier  Boyard.  I  think  in  almost  every 
instance  he  voted  the  proxies  of  the  French  stock,  when  it  was  held 
by  either  of  the  companies. 

Senator  Morgan.  So  that  he  held  proxies  from  either  of  the  com- 
panies, whichever  happened  to  hold  it  f 

Mr.  Drake.  Yes;  they  would  be  sent  to  him  just  before  the  election. 

Senator  Morgan.  Boyard  was  the  standing  representative  of  both 
companies,  as  proxy  ? 

Mr.  Drake.  Yes,  sir. 
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Senator  Morgan.  But  you  have  no  information  or  recollection  in 
re^rd  to  the  vibration  or  this  ownership  of  the  stock  backward  and 
forward  between  Gautron  and  the  new  company  ? 

Mr.  Drake.  Mot  the  slightest,  sir. 

Senator  Morgan.  Did  you  ever  discuss  that  subject  with  anybody  I 

Mr.  Drake.  No,  sir;  it  was  none  of  my  business. 

Senator  Morgan.  I  thought  everything  about  the  railroad  wa.s  some 
of  your  business. 

Mr.  Drake.  When  any  stock  is  offered  at  the  office  of  the  company 
for  transfer  it  is  my  duty,  and  1  am  obliged,  to  transfer  it,  and  as 
an  officer  of  the  company  I  sign  the  certificate.  I  have  not  the  right 
to  question  the  transfer. 

Senator  Morgan.  Did  it  create  no  surprise  in  your  mind  that  this 
vast  amount  of  stock,  68,534  shares,  was  passing'  bac^kward  and  for- 
ward between  one  compan}'^  and  another? 

Mr.  Drake.  Not  the  slightest,  sir. 

Senator  Morgan.  It  did  not? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  And  you  have  no  recollection  of  the  dates  of  these 
vibratory  motions  of  that  stock — this  oscillation  ? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  Was  it  before  or  after  the  date  of  this  treaty  that 
1  will  now  call  your  attention  to?  There  are  two  dates  here.  One  was 
the  31st  of  March,  1902,  and  the  other  was  the  18th  of  April,  11H)2,  in 
the  letter  which  Mr.  Hay  wrote  <q  Mr.  Concha,  and  which  1  will 
read.     [Reading:] 

Department  of  State, 

Washingtm^  April  2U  1902. 

Sir:  I  have  the  honor  to  acknowledge  receipt  at  your  liands  of  a 
communication  dated  the  31st  of  March,  1902,  and  another  of  the  18th 
of  April,  inclosing  a  proposal  of  the  Republic  of  Colombia  for  a  con- 
cessionary convention  or  treaty  between  the  Republic  of  Colombia  and 
that  of  the  LTnited  States  of  America  respecting  the  completion,  main- 
tenance, operation,  control,  and  protection  of  an  interoceanie  canal 
over  the  Isthmus  of  Panama. 

I  am  directed  by  the  President  to  infoim  you  that  I  shall  be  ready 
to  sign  with  you  the  proposed  convention  as  soon  as — 

''First.  The  Congress  of  the  United  States  shall  have  authorized 
the  President  to  enter  into  such  an  arrangement;  and 

''Second.  As  soon  as  the  law  oflScers  of  this  Government  shall  have 
decided  upon  the  ^[uestion  of  the  title  which  the  New  Panama  Canal 
Company  is  able  to  give  of  all  the  properties  and  rights  claimed  by  it 
and  pertaining  to  a  canal  across  the  Isthmus  and  covered  bj^  the  pjend- 
ing  proposal." 

Accept,  sir,  the  renewed  assurances  of  my  highest  consideration. 

\  John  Hat. 

Senor  Don  Jose  Vicente  Concha. 

Was  it  before  or  after  that  date  that  the  old  Panama  Canal  Company 
ceased  to  be  the  owner  of  this  stock,  according  to  your  records,  and 
the  New  Panama  Canal  Company  was  substituted  as  the  owner? 

Mr.  Drake.  I  do  not  know,  sir. 

Senator  Morgan.  You  do  not  know  ? 
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Mr.  Drake.  1  can  produce  the  record,  though. 

Senator  Morgan.  The  dates  are  very  important,  you  see,  Mr. 
Drake. 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  You  will  give  them  exactly  as  they  are  when  you 
make  your  statement? 

Mr.  Drake.  Yes,  sir.  May  I  sug|?est  that  that  will  be  answered  by 
my  giving  you  a  certified  copy  of  all  the  transfers  of  the  stock  that 
have  been  made  since  the  date  mentioned,  sir? 

Senator  Morgan.  That  will  be  very  good. 

Mr.  Drake.  What  is  the  date,  please,  that  I  shall  start  from? 

Senator  Morgan.  I  have  given  two  dates  here.  One  is  the  31st  of 
March,  and  the  othei;  is  the  18th  of  April,  1902. 

Mr.  Drake.  From  March  31,  1902,  to  date? 

Senator  Morgan.  Yes,  sir.     Now,  Mr.  Chairman,  I  desire  to  have 

Erinted  in  the  record,  without  reading  it,  a  communication  from  the 
Eon.  John  Hay  to  the  Hon.  William  P.  Hepburn,  chairman  of  the 
Committee  on  Interstate  and  Foreign  Commerce  of  the  House  of  Rep- 
resentatives, dated  May  15, 1902,  and  the  following  papers  transmitted 
at  the  same  time,  including  a  letter  of  Mr.  William  Nelson  Cromwell, 
general  counsel  of  the  New  Panama  Canal  Company,  dated  March  31, 
1902.  I  offer  these  in  order  to  show  the  beginning — the  first  state- 
ment of  the  relations  between  Colombia  and  the  Panama  Canal  Com- 
pany, in  which  Colombia  consented  to  the  sale  by  the  Panama  Canal 
Company  of  the  property  of  that  company  and  also  of  the  Panama 
Railroad  Company. 

(The  papers  above  referred  to  will  be  found  printed  at  the  end  of 
Mr.  Drake's  testimony.) 

Senator  Morgan.  Now,  in  order  to  identif}^  more  particularly  the 
character  of  that  agreement,  which  is  furnished  by  Mr.  Concha,  the 
(yolombian  minister  here,  I  will  read  the  first  article  in  that  proposed 
treaty,  which  Mr.  Hay  said  he  was  readv  to  sign,  by  direction  of  the 
President,  whenever  Congress  authorized  such  a  treaty  to  be  entered 
into  and  whenever  the  titles  to  the  property  of  the  Panama  Canal 
Company  were  ascertained.     [Reading^ 

••*•  Article  1.  The  Government  of  Colombia  authorizes  the  New 
Panama  Canal  Company  to  sell  and  transfer  to  the  United  States  its 
rights,  privileges,  properties,  and  concessions,  as  well  as  the  Panama 
Railroaa,  and  all  the  shares  or  part  of  the  shares  of  that  company, 
with  the  exception  of  the  public  lands  situated  outside  of  the  zone 
hereinafter  specified,  now  corresponding  to  the  concessions  to  both 
said  enterprises,  which  public  lands  shall  revert  to  the  Republic  of 
Colombia. 

''But  it  is  understood  that  Colombia  reserves  all  its  rights  to  the 
special  shares  in  the  capital  of  the  New  Panama  Canal  Company,  to 
which  reference  is  made  in  Article  IV  of  the  contract  of  December  10, 
1890,  which  shares  shall  be  paid  their  full  nominal  value,  at  least. 

"The  railroad  company  (and  the  United  States  as  owner  of  the 
enterprise)  shall  be  free  from  the  obligations  imposed  by  the  railroad 
concession,  excepting  as  to  the  payment,  at  maturity,  by  the  railroad 
company  of  the  outstanding  bonds  issued  by  said  railroad  company." 

1  will  also  read  the  second  article. 

"Art.  2.  The  United  States  shall  have  the  exclusive  right  to  exca- 
vate, construct,  maintain,  operate,  control,  and  protect  a  maritime 
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canal  from  the  Atlantic  to  the  Pacific  Ocean,  to  and  across  the  terri- 
tory of  Colombia,  such  canal  to  be  of  sufficient  depth  and  capacity  for 
vessels  of  the  largest  tonnage  and  greatest  draft  now  engaged  in  com- 
merce, and  also  the  same  rights  for  the  construction,  maintenance, 
operation,  control,  and  protection  of  railway,  telegraph,  and  telephone 
lines,  canals,  dikes,  dams,  reservoirs,  and  such  other  auxiliary  works 
as  may  be  necessary  and  convenient  for  the  construction,  maintenance, 
protection,  and  operation  of  the  canal." 

Do  you  remember  the  date  of  the  organization  of  the  New  Panama 
Canal  Company  ? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  I  have  it  here  as  an  appendix  to  your  former 
testimony.  The  precise  date  of  the  authority  for  the  organization  is 
not  given  in  the  paper  attached  to  Mr.  Drake's  former  deposition,  but 
I  will  supply  it  to  the  committee  from  other  papers  that  are  here  as 
soon  as  I  can  lay  m}^  hands  upon  them.  It  was  in  conformity,  how- 
ever, to  the  laws  of  July  24,  1867,  and  August  1,  1893.  You  were  in 
office  in  the  Panama  Railwav  Companv  at  that  last  date,  August  1, 
1893? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  had  been  for  vsome  time  before'^ 

Mr.  Drake.  I  do  not  know  that  I  held  an  official  position.  I  %vas  a 
director  at  that  time. 

Senator  Morgan.  You  >vere  a  director? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  As  a  director  you  had  knowledge  of  the  fact  that 
the  New  Panama  Canal  Company  had  become  the  owner  of  the  railroad  t 

Mr.  Drake.  If  there  was  a  transfer  made  at  that  time — I  do  not 
recall  that  there  was — if  there  was  a  transfer  made  at  that  time  I  must 
have  known  of  it. 

Senator  Morgan.  Do  you  not  remember  as  important  a  fact  as  that 
in  respect  to  the  destiny  of  your  railway — as  important  a  fact  as  the 
ownership  of  it  being  transferred  entirely  from  the  old  to  the  new 
conipanyf 

Mr.  Drake.  I  know  that  at  some  date  the  New  Canal  Company 
came  into  the  possession  of  the  Panama  Railway  Company,  but  I  can 
not  fix  it  in  my  mind,  sir. 

Senator  Morgan.  That  was  the  date  of  the  organization  of  the  new 
companv,  was  it  not? 

Mr.  I^rake.  1  do  not  know,  sir. 

Senator  Morgan.  Under  the  French  court? 

Mr.  Drake.  I  do  not  know,  sir. 

Senator  Morgan.  I  want  to  call  attention  now  to  one  or  two  pro- 
visions in  this  charter  which  was  granted  by  the  French  company. 
[Reading:] 

'^The  present  corporation  shall  become  owner  of  the  property  and 
rights  hereby  ceded  and  contributed  on  and  from  the  day  when  it!<hall 
have  been  hnalh"  constituted ;  except,  however,  what  is  to  be  stated 
hereinafter  in  regard  to  the  Panama  Railroad." 

That  is  in  article  3  of  the  charter,  as  I  call  it,  of  the  New  Panama 
Canal  Company. 

"These  cessions  and  contributions  are  made  by  Mr.  Grautron  under 
the  following  reservations  and  provisions,  namely:" 

I  turn  to  the  third  provision  and  read  it: 


INVESTIGATION   OF   PANAMA   CANAL   MATTERS.  2947 

''The  rights  of  every  nature  on  the  Panama  Railroad  belonging  to 
the  liquidation  and  contributed  by  Mr.  Gautron  under  section  4  of 
this  article  shall  become  vested  in  the  present  corporation" 

That  is,  the  new  corporation — 

''  From  the  day  of  the  meeting,  the  convening  of  which  is  provided 
for  under  article  75  hereinafter,  without  any  pecuniary  consideration, 
but  under  the  resolutory  proviso  that  the  canal  shall  be  completed 
within  the  time  stipulated  in  the  act  of  concession.  Should  the  canal 
not  be  completed  within  the  said  time,  the  said  rights  would  revert  to 
the  liquidation. 

"  If,  contrary  to  expectation,  the  above-mentioned  meeting  should 
not  make  the  requisite  provisions  for  the  completion  of  the  canal,  or, 
if  the  provisions  made  oy  the  meeting  could  not  be  carried  out,  the 
said  rights  on  the  railroa(l  would  remain  the  property  of  the  present 
corporation,  but  the  latter  would  be  held  to  pay  to  the  liquidation  a 
«um  of  20,000,000  of  francs  by  way  of  indemnity,  and  the  share  in 
the  profits  allotted  to  the  liquidation  would  be  one-half  of  the  profits 
of  the  present  corporation,  and  no  amount  shall  be  set  aside  out  of 
such  profits  except  those  provided  for  in  paragraphs  2  and  3  of 
article  51  hereinafter. 

**In  consequence  the  said  rights  shall  remain  inalienable  in  the  pos- 
session of  the  new  company  until  the  said  sum  of  20,000,000  francs  snail 
have  been  paid,  or  until  the  canal  shall  have  been  entirely  completed." 

Then  I  read  from  article  6: 

'*Art.  6.  The  corporate  stock  is  fixed  at  65,000,000  francs,  divided 
into  650,000  shares  of  100  francs  each. 

**Out  of  these  650,000  shares,  50,000,  entirely  free  from  any  liabil- 
ity, shall  be  allotted  to  the  Government  of  the  Cnited  States  of  Colom- 
bia in  conformity  to  the  extension  law  of  December  27, 1890,  as  stated 
in,  the  foregoing  article. 

'••As  to  the  remaining  600,000  shares,  they  shall  be  subscribed  to  in 

''The  corporate  stock  may  be  increased  once  or  from  time  to  time 
by  a  resolution  of  the  regular  general  meeting  and  on  the  motion  of 
the  board,  by  means  of  additional  shares." 

Were  these  provisions  of  the  charter  of  this  new  company  ever 
called  to  the  attention  of  the  board  of  directors  of  the  New  Panama 
Railroad  Company? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  Thev  took  no  action  upon  it  at  all  ? 

Mr.  Drake.  Not  the  slightest. 

Senator  Morgan.  So  that  when  these  changes  took  place  by  trans- 
fers of  this  stock  back  and  forth  between  the  liquidators  of  the  old 
conipany  and  the  new  cohipany  that  was  all  the  indication  you  had  of 
a  change  of  ownership? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  the  company  was  not  called  upon  to  consent 
to  it  in  any  way  at  all? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  You  will  notice  the  provision  here  that  the  rail- 
road was  transferred  to  the  new  company,  and  was  to  be  inalienable  in 
their  hands,  and  that  if  at  the  end  of  tne  period  fixed  for  the  con- 
struction of  the  canal  it  was  not  constructed,  or  if  for  any  other  reason 
the  canal  was  not  constructed,  then  the  New  Panama  Canal  Company 
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had  the  right  to  buy  the  interest  of  the  old  PaDaina  Canal  Companv  in 
the  railroad  for  20,000,000  francs,  which  was  about  $5,000,000.  "tfas 
the  new  company  ever  been  a  party  in  any  way,  within  your  knowl- 
edge, to  any  pavment  to  the  fiquidator  of  the  old  company  of  that 
20,000,000  fram^^ 

Mr.  Drake.  I  have  no  knowledge  on  the  subject  at  all,  sir. 

Senator  Morgan.  You  have  no  knowledge  on  the  subject  if 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  Your  books  do  not  show  any  transaction  of  the 
kind^ 

Mr.  Drake.  Not  in  anv  wav,  sir. 

Senator  Morgan.  So  that  the  New  Panama  Canal  Company,  under 
these  prescribed  regulations,  became  the  absolute  owner  of  the  rail- 
way and  all  of  its  belongings  at  the  time  when  it  was  determined 
between  Colombia  and  the  United  States  and  the  Panama  Railroad 
Company  that  the  property  might  be  sold  to  the  United  States,  if  it 
was  sold,  and  when  it  was  sold? 

Mr.  Drake.  You  said  "the  Panama  Railroad  Company."  You 
meant  the  Panama  Canal  Company  'i 

Senator  Morgan.  Yes;  the  Panama  Canal  Company.  Do  you  know 
anv  thing  about  that^ 

Mr.  Drake.  Not  at  all,  sir. 

Senator  Morgan.  And  you  were  still  a  director,  during  all  this 
period,  in  the  railway  companj"? 

Mr.  Drake.  In  the  railroad  company^;  yes,  sir.  The  only  knowledge 
that  I  would  have  in  any  way  of  any  effect  of  any  such  negotiation.^ 
would  be  by  the  transfer  or  retransfer  of  the  stock,  which  is  a  matter 
of  record. 

Senator  Morgan.  Yes.  So  that  all  the  stock  that  belonged  to  the 
liquidator,  and  all  of  this  railroad  property  of  every  kind,  according 
to  this  provision,  remained  in  the  New  Panama  Canal  Company  as 
between  it  and  the  old  company.  It  was  made  inalienable,  and 
remained  there.  Now,  if  that  is  so,  have  you  any  conception  of  anv 
reason  why  this  stock  that  represented  the  ownership  of  the  companv 
was  transferred  bac^k  and  forth  between  the  old  company  and  the  new  i 

Mr.  Drake.  1  have  not,  sir;  I  have  not  the  slightest. 

Senator  Morgan.  You  have  no  knowledge  on  the  subject? 

Mr.  Drake.  I  have  not  the  slightest  knowledge  on  the  subject. 

Senator  Morgan.  And  vou  are  a  railroad  director? 

Mr.  Drake.  I  am  a  raifroad  director;  yes,  sir. 

Senator  Morgan.  And  have  been  all  the  time? 

Mr.  Drake.  All  the  time,  sir. 

Senator  Morgan.  And  your  company  has  taken  no  action  upon  it 
whatever? 

Mr.  Drake.  Not  the  most  remote.  The  directors  have  served  as 
elected  by  the  proxies  of  the  owner  of  the  stock,  and  have  had  control 
of  the  direction  and  operation  of  the  railroad  company,  without  the 
slightest  knowledge  of  the  affairs  of  the  canal  company,  Mr.  Boyard. 
of  course,  was  their  representative. 

Senator  Morgan.  During  the  times  that  these  transactions  were 
taking  place,  and  while  you  were  a  director,  have  you  any  recollection 
of  any  transaction  at  all  in  which  the  demands  or  requests  of  the  old 
Panama  Canal  Company  or  the  New  Panama  Canal  Company,  as  thev 
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alternately  held  the  stock,  were  refused  to  be  complied  with  by  your 
board  of  directors? 

Mr.  Drake  (after  a  pause).  I  have  an  indistinct  recollection  of  one 
occasion  when  ihe  views  of  the  directors  were  opposed  to  the  views  of 
the  stockholders,  as  expressed  to  us,  but  what  it  was  I  can  not  tell. 

Senator  Morgan.  The  views  of  the  directors  of  the  railroad  were 
opposed  to  the  views  of  the  stockholders? 

Mr.  Drake.  They  were  opposed  to  the  views  of  the  stockholders. 

Senator  Morgan.  One  of  tnese  companies,  either  the  old  or  the  new, 
being  at  that  time  the  owner  of  the  stock,  or  holding  the  stock? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Do  you  recollect  the  subject  that  that  related  to? 

Mr.  Drake.  I  do  not,  sir.     If  1  did 

Senator  Morgan.  Well,  which  prevailed,  the  directors  or  the  canal 
company  ? 

Mr.  Drake.  I  do  not  recall  that,  sir.  It  was  not  an  important 
matter. 

Senator  Morgan.  It  was  not  an  important  matter? 

Mr.  Drake.  No,  sir;  as  I  remember  it.  In  answering  your  ques- 
tion, I  remember  that  there  was  a  time 

Senator  Morgan.  Mr.  Boyard  during  all  this  time  was  the  repre- 
sentative of  one  compan}^  or  the  other,  whichever  the  ownership  of  the 
stock  happened  to  be  in  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Did  he  hold  consultations  with  the  board  of 
directors? 

Mr.  Drake.  About  railroad  affairs? 

Senator  Morgan.  Yes. 

Mr.  Drake.  He  was  a  director  of  the  railroad,  and  participated  in 
their  deliberations. 

Senator  Morgan.  He  was  a  director  of  the  railroad  also? 

Mr.  Drake.  He  was  also  a  director  of  the  railroad. 

Senator  Morgan.  And  therefore  bad  full  access  to  all  of  its  meeting 
and  all  of  its  workings? 

Mr.  Drake.  Oh,  yes,  sir;  he  was  a  member  of  the  executive 
committee. 

Senator  Morgan.  He  was  a  member  of  the  executive  committee 
also  if 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Along  with  Mr.  Cromwell? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Now,  is  it  not  a  fact  that  Boyard,  in  whatevers 
capacity  he  acted,  whether  as  proxy  for  the  old  canal  company  or  proxy 
for  the  new  canal  company,  fixed  the  policy  of  the  railroad  company? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  In  what  instance  was  he  denied  that  opportunity 
or  privilege? 

Mr.  Drake.  He  would  be  denied  it  persistently  and  constantly  by 
an  intelligent  board  of  directors.  He  would  communicate  the  view's 
of  the  stockholders — he  might  do  that,  if  it  was  necessary  or  advis- 
able for  him  to  do  so;  and  the  directors  would  exercise  their  judgment 
and  decision  in  doing  what  they  thought  best. 
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Senator  Morgan.  Can  you  give  an  instance  now,  from  your  recol- 
lection, when  the  railroad  board  of  directors  went  against  Boyard's 
request  or  demand  ? 

Mr.  Drake.  No,  sir;  I  can  not. 

Senator  Morgan.  How  do  you  know  the  fact,  then,  if  you  do  not 
remember  an  instance  in  whicn  it  occurred? 

Mr.  Drake.  Because  I  know  the  character  of  the  board  and  I  know 
the  character  of  their  deliberations. 

Senator  Morgan.  That  is  all  you  know  about  it,  is  it? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  You  know  that  the  chai-acter  of  the  board  was 
such  that  they  would  resist  anything  that  they  did  not  like  from 
Boyard  ? 

Mr.  Drake.  Anything  that  seemed  like  dictation;  yes,  sir. 

Senator  Morgan.  But  you 'do  not  remember  any  instance  in  which 
Boyard  made  any  suggestion  or  request? 

Mr.  Drake.  No,  sir. 

Senator  Morgan  (continuing).  To  the  lioard  of  directors,  in  which 
he  was  thwarted? 

Mr.  Drake.  No,  sir. 

Senator  Morgan.  This  railroad  company  and  railroad  property  waj> 
practically  in  the  ownership  of  the  canal  companies,  w^hether  it  was 
Gautron  as  the  liquidator  of  the  old  company,  or  whether  it  was  the 
president  or  the  managing  agent,  or  whoever  he  might  be,  of  the  new 
company  ? 

Mr.  Drake.  Yes,  sir,  if  they  owned  the  stock;  as  owners  of  the 
stock — whichever  one  of  them  was  the  owner  of  the  stock. 

Senator  Morgan.  That  sixty-eight  thousand  and  odd  shares  con- 
trolled the  destiny  and  the  operations  of  the  railway  company? 

Mr.  Drake.  By  the  selection  and  election  of  the  board  of  Sirectors; 
yes,  sir.  By  voting  their  stock  they  would  elect  the  board  of  direct- 
ors, and  so  have  representative  directors  in  the  stock  control,  exactly 
as  the  position  is  to-day. 

Senator  Morgan.  Did  you  not  consider  yourself,  as  one  of  the 
directors  of  that  railroad,  as  being  a  director  of  a  property  that  wa.s 
owned,  according  to  the  transfers  of  stock,  either  by  Gautron  as  liaui- 
dator,  or  by  the  New  Panama  Canal  Company,  whichever  it  might  oe  i 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  And  was  not  the  request  of  Mr.  Gautron  or  his 
demand  upon  the  railway  company  equivalent  to  that  of  a  stockholder 
in  a  meeting? 

Mr.  Drake.  Not  except  at  a  stockholders'  meeting,  sir,  w^hen  a 
stockholder  holding  one  share  is  all-powerful.  Once  the  board  of 
directors  was  elected  the  control  of  the  operation  of  the  railroad  was 
vested  in  that  board. 

Senator  Morgan.  If  such  a  man  as  Gautron,  who  appears,  accord- 
ing to  your  statement,  to  have  owned  one  share  for  the  purpose  of 
qualifying  himself  personally  to  be  a  director  in  that  compan}-,  at  the 
same  time  received  a  mandate  from  a  stockholder  that  owned  sixty- 
eight  thousand  and  odd  shares  out  of  70,000,  would  he  regard  the  man- 
date of  the  ownership  of  the  railroad  to  that  excessive  extent  over  his 
holdings  as  being  equivalent  to  the  mandate  of  a  stockholders'  meeting  i 

Mr.  Drake.  If  a  man  were  elected  by  such  a  majority  he  would 
undoubtedly  be  a  representative  director.    He  would  be  an  independent 
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director,  and  if  he  could  not  fall  in  with  the.  policjr  of  the  majority 
owners  it  would  be  obligatory  upon  him,  I  should  think,  to  resign. 

Senator  Morgan.  He  would  have  to  resign  ? 

Mr.  Drake.  Yes,  sir. 

Senator  Morgan.  Bovard  never  intimated  that  he  intended  to  resign, 
did  he? 

Mr.  Drake.  Oh,  no,  sir. 

Senator  Morgan.  He  did  not  resign? 

Mr.  Drake.  He  did  not  resign.  1  never  have  owned  but  one  share 
in  the  stock,  and  have  always  been  a  representative  director,  as  I  am 
to-day,  of  the  United  States  Government  in  the  property. 

Senator  Morgan.  Yes;  but  you  do  not  have  any  connection  with 
the  Pananvk  Canal  Company  i 

Mr.  Drake.  I  owned  one  share  then,  sir,  and  I  do  now;  1  have 
always  owned  my  stock. 

Senator  Morgan.  In  the  Panama  Canal  Company  ? 

Mr.  Drake.  Not  in  the  Panama  Canal  Company;  no,  sir.  I  never 
had  anything  to  do  with  that.     I  never  met  any  of  the  canal  people. 

Senator  Morgan.  Was  Mr.  Cromwell  the  holder  of  any  stock  in 
the  Panama  Canal  Company,  either  the  new  or  the  old,  so  far  as  you 
knew? 

Mr.  Drake.  No,  sir;  not  that  I  know  of. 

Senator  Morgan.  I  intended,  Mr.  Drake,  to  examine  you  on  various 
other  points  in  this  matter;  but  you  have  given  some  statements  about 
it  in  your  former  deposition,  and  I  believe  I  will  stand  on  them  rather 
than  to  detain  you,  as  I  understand  that  you  ha*'e  some  family  reasons 
for  desiring  to  be  absent. 

Mr.  Drake.  I  do  not  seek  to  /hurry  the  action  of  the  committee  at 
all,  gentlemen.  I  onl v  wanted  to  get  some  idea  of  when  the  committee 
would  be  through  with  me,  so  that  I  might  let  the  people  in  New  York 
know  when  I  was  coming.  It  is  impoitant  that  I  should  be  there 
to-day;  but  I  am  here,  and  I  will  stay  here  as  long  as  the  committee 
desires. 

Senator  Morgan.  I  understood  from  the  chairman  that  you  had 
some  personal  family  reasons  for  wanting  to  return. 

Mr.  Drake.  My  wife  is  very  ill,  and  was  when  I  came. 

Senator  Morgan.  That  is  what  I  understood,  and  that  is  the  reason 
I  said  I  would  not  continue  the  examination  in  reference  to  some  mat- 
ters I  desired  to  examine  you  about,  because  I  thought  that  perhaps 
they  were  explained,  if  not  sufficiently,  at  any  rate  to  a  certain  extent 
in  your  former  deposition. 

Mr.  Drake.  I  tnank  you  extremely  for  your  courtesy. 

(Mr.  Drake  left  with  the  clerk  of  the  committee  the  reports  of  the 
Panama  Railroad  Company  for  the  years  1896  to  1905,  both  inclusive.) 

(The  committee  thereupon  adjourned  until  to-morrow,  Thursday. 
April  26,  1906,  at  10.30  o'clock  a.  m.) 

(The  papers  referred  to  by  Senator  Morgan  during  the  foregoing 
examination,  and  which  are  printed  by  direction  of  the  committee, 
are  as  follows:) 

Department  op  State, 

Washmgtoii^  May  15^  1902. 

Sir:  I  have  the  honor  to  inclose  copies  of  letters  from  the  Colombian 
minister,  dated  the  31st  of  March  and  the  18th  and  23d  of  April,  accom- 
panied by  the  letter  of  exposition  and  the  letter  of  William  Nelson 
p  0— VOL  S— 06 64 
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Cromwell,  both  dated  the  31st  of  March,  referred  to  in  the  minister's 
letter  of  that  date;  and  also  a  memorandum  of  a  convention  which  the 
Government  of  Colombia  is  ready  to  sign  with  that  of  the  United 
States  of  America,  respecting  the  completion,  maintenance,  control, 
and  protection  of  an  interoceanic  canal  over  the  Isthmus  of  Panama. 
I  also  inclose  a  copy  of  a  letter  which  I  addressed  to  the  minister  of 
Colombia  on  the  2Lst  of  April,  announcing  that  I  am  directed  133'  the 
President  to  inform  him  that  I  shall  be  ve^y  to  sign  with  him  the  pro- 

Eosed  convention  as  soon  as  the  Congress  of  the  United  States  shall 
ave  authorized  the  President  to  enter  into  such  an  arrangement  and 
the  law  officers  of  this  Government  shall  have  decided  upon  the  ques- 
tion of  the  title  which  the  New  Panama  Canal  Company  is  able  to  give 
of  all  the  properties  and  rights  claimed  by  it  and  pertaming  to  a  canal 
across  the  Isthmus  and  covered  by  the  pending  proposal.  I  inclose 
also  a  project  of  a  treaty  presented  to  me  this  day  by  the  minister  of 
Nicaragua  in  behalf  of  his  Government.  I  have  not  yet  received  a 
definite  proposition  from  the  Government  of  Costa  Rica,  but  am 
informed  by  the  Costa  Kican  minister  that  his  Government  is  ready  to 
enter  into  satisfactory  arrangement  with  that  of  the  United  States  on 
the  basis  of  the  protocol  of  December  1,  1900;  but  that,  as  set  forth 
in  the  recent  message  of  President  Iglesias,  an  extract  from  which  I 
inclose,  it  will  be  necessary  that  the  Government  of  Costa  Rica  should, 
before  entering  into  positive  negotiations  with  that  of  the  Unitea 
States  of  America,  adopt  a  constitutional  amendment  authorizing  the 
necessary  concessions  for  the  construction  of  an  interoceanic  canal,  or 
to  have  the  matter  re^rred  to  public  opinion  in  some  other  way  by 
calling  a  constituent  assembh'  for  the  purpose.  I  am  assured  by  the 
Costa  Rican  Government  that  these  steps  will  be  taken  as  soon  as  the 
Congress  of  the  United  States  shall  decide  the  question  of  the  route 
of  the  canal. 

I  also  inclose,  in  accordance  with  the  request  of  the  Nicaraguan 
minister,  a  copy  of  the  protocol  entered  into  between  this  Government 
and  those  of  Nicaragua  and  Costa  Ri^a  December  1,  lyOO. 

I  have  the  honor  to  submit  all  these  documents  to  your  committee, 
with  the  hope  that  this  definite  information  as  to  the  purposes  and 
intentions  of  the  Nicaraguan,  Colombian,  and  Costa  Rican  Govern- 
ments mav  be  of  service  to  ^'^ou  in  determining  the  question  of  the 
route  of  the  proposed  interoceanic  canal. 

In  view  of  the  great  interests  involved,  the  President  wishes  me  to 
express  to  you  and  to  the  committee  of  which  you  are  chairman  his  ear 
nest  hope  that  there  may  be  as  little  delay  as  possible  in  the  legislation 
which  will  authorize  the  beginning  of  this  work,  which  he  regaixls  as 
so  important  and  so  beneficient  to  this  country  and  the  world. 
I  am,  sir,  very  trul}^,  your  obedient  servant, 

John  Hay. 

Hon.  William  P.  Hepburn, 

Chair f nail  Cotnmittee  on  Interstate  and  Foreign.  Commerce^ 

Home  of  Repre^ent4itii^9. 
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Legacion  de  Colombia, 
Washingtoju  D.  C,  March  SI,  1902. 
Hon.  John  Hay, 

Sea*etary  of  State  of  the  United  States: 
I  have  the  honor  to  hand  your  exccllenoy  the  proposal  of  the  Republic 
of  Colombia  for  a  concessionary  convention  or  treaty  between  the 
Republic  of  Colombia  and  the  United  States  of  America  respecting 
the  completion,  maintenance,  operation,  control,  and  protection  of  the 
interoceanic  canal  over  the  Isthmus  of  Panama. 

I  soon  shall  hand  you  a  letter  of  exposition,  and  also  have  requested 
Mr.  William  Nelson  Cromwell,  general  counsel  of  the  New  ranania 
Canal  Company,  to  present  you  a  statement  which  I  have  approved. 

Please  accept  these  additional  communications  in  connection  with 
the  proposed  treaty. 

1  avail  raj'self  of  this  opportunity  to  renew  to  your  excellency  the 
assurance  of  my  high  consideration. 

Jos6  Vicente  Concha. 


[Translation.] 

Legation  of  Colombia, 
Washington,  D.  C,  March  31,  1902. 
Hon.  John  Hay, 

Secretary  (f  State  of  the  United  States: 

The  undersigned  envoy  extraordinary  and  minister  plenipotentiary 
of  the  Republic  of  Colombia  has  the  honor  to  supplement  the  note 
which  he  had  the  honor  to  hand  to  the  honorable  Secretary'  of  State, 
together  with  the  memorandum  setting  forth  the  bases  of  a  treat}^ 
l>etween  Colombia  and  the  United  States  for  the  purpose  of  securing 
the  authorization  of  Colombia  for  the  New  Panama  Canal  Company 
to  transfer  its  rights  and  privileges  to  the  American  Government  and 
of  regulating  the  relations  between  the  contracting  parties  in  respect 
of  this  enterprise. 

The  bases  have  been  formulated  after  a  serious  and  mature  consid- 
eration of  those  which  were  submitted  to  the  legation  on  the  subject 
by  the  president  of  the  Isthmian  Canal  Commission,  which  had  been 
instrusted  by  the  honorable  Secretary  of  State  with  the  discussion  of 
the  question.  The  intent  of  these  bases  has  been  to  condense  the  most 
liberal  terms  that  could  be  granted  by  Colombia  in  the  matter. 

The  Republic  that  I  represent  realizes  the  importance  of  the  con- 
templated interoceanic  waterway  for  the  civilization  and  progress  of 
the  world,  and  since  nature  has  placed  the  shortest  and  most  expedi- 
tious route  within  the  territory  of  the  Republic,  Colombia  widely  and 
generously  opens  her  doors  so  that  the  grand  work  may  be  achieved 
within  the  shortest  possible  time. 

If  the  people  of  the  United  States  evince  an  earnest  desire  that  their 
Government  apply  its  energies  and  treasure  to  the  completion  of  the 
canal,  Colombia  not  only  will  not  place  any  obstacle  whatever  in  the 
way  of  such  a  purpose  or  keep  her  concessions  within  the  bounds  of 
those  previously  conceded  to  private  enterprise,  but  will  enlarge  those 
concessions  to  such  an  extent  as  to  renounce  a  demand  for  the  owner- 
ship after  the  lapse  of  a  number  of  years  of  operation,  as  stipulated  in 
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the  French  company's  contract;  she  will  grant  the  use  of  a  macb  more 
extensive  zone  than  that  originally  conceded  for  the  execution  of  the 
work;  extend  facilities  in  all  the  ports  of  the  Republic  for  cooperation 
in  the  work  of  the  enterprise,  relinquish  her  proprietary  and  usu- 
fructuary rights  in  the  Panama  Railway,  and  lastly,  foregoes  a  fixed 
participation  in  the  proceeds  of  the  canal,  confining  her  demands  to  a 
fee  or  annuity  for  the  price  of  the  zone,  the  revenues  of  the  railway, 
and  the  heavier  expenses  put  upon  the  public  administration  in  the 
Isthmus  bv  the  increase  of  population  and  the  traffic  consequent  to  the 
work  on  the  canal  itself. 

Thus  does  Colombia  give  fresh  evidence  of  her  long  standing  and 
cordial  sentiments  of  friendship  toward  the  United  States  and  evinces 
in  a  clear  and  sincere  manner  the  gratification  with  which  she  will 
receive  the  industrious  and  intelligent  citizens  of  your  Republic  in  her 
territory. 

Colombia  has  no  lust  of  unjust  gain  through  the  construction  of  the 
canal  in  her  territor^^,  and  a  final  convention  on  this  subject  will  not 
be  hampered  by  pecuniary  considerations.  Her  pride  in  the  matter 
is  bent  on  having  the  neutral  waterway  between  the  two  oceans,  that 
ideal  of  universal  peace  and  progress,  become  a  reality  on  her  territory 
and  under  the  protection  of  her  sovereignty.  Tlie  compensations 
asked  by  Colombia  have  special  importance  onl}^  in  that  they  will 
imply  a  practical  and  constant  recognition  of  her  sovereignty. 

The  undersigned  has  no  doubt  tnat  the  mere  perusal  of  the  mem- 
orandum will  bring  forward  the  justice  and  equity  of  the  proix)sition9 
which,  if  accepted,  would  be  perfected  in  the  same  spirit. 

The  undersigned  embraces  this  opportunit}'  to  reiterate  to  the  hon- 
orable Secretary  the  assurances  of  his  highest  and  most  distinguished 
consideration. 

Jose  Vicente  Concha. 


Sullivan  &  Cromwell, 
iVW'  York,  March  31, 1902, 

Sir:  In  connection  with  the  presentation  by  Sefior  Jose  Vicente 
Concha,  minister  plenipotentiar}'^  and  envoy  extraordinary  from  the 
Republic  of  Colombia,  of  a  proposed  concessionary  convention  or  treaty 
between  the  United  States  and  Colombia,  to  further  the  completion, 
operation,  control,  and  protection  of  the  ranama  Canal  by  the  United 
States,  I  have  been  requested  by  the  minister,  in  view  of  my  relation 
to  the  subject  as  general  counsel  of  the  Panama  Canal  Company,  aod 
of  my  knowledge  of  the  minister's  views  derived  from  our  daily  con- 
ferences in  the  preparation  of  the  treaty,  to  submit  the  following 
reflections: 

Colombia  welcomes  the  United  States  to  its  territory,  and  will  facili- 
tate in  every  way  reasonable  within  its  power  the  consummation  of 
the  desires  and  needs  of  the  United  States  for  the  completion,  opera- 
tion, maintenance,  control  and  protection  of  the  interoceanic  canal 
across  its  domain,  subject,  of  course,  to  the  sovereignty  of  Colombia, 
and  a  reasonable  and  just  convention  between  the  two  nations. 

Colombia  views  with  admiration,  as  does  the  rest  of  the  world,  the 
splendid  magnanimity,  the  far-seeing  statemanship,  the  virile  and 
comprehensive  policy  which  moves  this  people  to  construct  the  greate:*t 
undertaking  which  ever  has  engaged  the  attention  of  mankind,  not  for 
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its  own  benefit  alone,  nor  with  selfish  preference  to  its  own  commerce, 
but  for  the  common  benefit,  upon  equal  terms  and  under  universal 
neutrality  in  times  of  peace  for  all  the  peoples  of  the  earth. 

History  does  not  furnish  another  instance  of  such  national  gener- 
osity, patriotism,  and  wisdom. 

This  could  not  but  call  out  from  Colombia  the  warmest  response; 
and  that  nation  takes  pride  in  associating  herself  with  an  affair  con- 
di]^*ted  upon  such  an  elevated  plane  of  national  and  international  duty 
and  concern. 

The  Isthmian  Canal  Commission,  a  most  distinguished  and  able  body, 
selected  with  such  care  bv  President  McKinley  to  consider  all  possible 
isthmian  canal  routes  and  to  determine  which  of  them  it  is  most  to  the 
interest  of  the  United  States  to  acquire,  has  reported  unanimously 
that  the  Panama  route  is  the  most  practicable  and  feasible  route  for 
an  isthmian  canal  to  be  under  the  control,  management,  and  owner- 
ship of  the  United  States.  Therefore  the  solution  of  the  problem 
only  involves  two  other  conditions: 

1.  The  sale  bj-  the  New  Panama  Canal  Company  to  the  United  States 
of  the  concession,  property,  and  rights  of  the  canal,  with  the  shares 
of  the  Panama  Railroad  Company. 

2.  A  new  concessionary  convention  or  treaty  with  Colombia. 

3.  The  first  of  these  two  conditions  already  has  been  made  easy  of 
fulfillment  in  the  formal  acceptance  by  the  New  Panama  Canal  (jom- 
mission  of  the  valuation  fixed  by  the  Isthmian  Canal  Commission — 
$40,000,000— and  by  its  duly  authorized  proposal  to  the  United  States 
for  a  sale  of  the  property  at  that  price  (subject,  of  course,  to  a  satis- 
factory convention  being  arrived  at  between  the  United  States  and 
Colombia). 

The  sole  remaining  condition,  then,  is  the  determination  of  the  con- 
cessionary and  treaty  relations  of  the  United  States  to  a  zone  of  terri- 
tory across  the  Isthmus  of  Panama  necessary  for  the  consummation  of 
the  undertaking. 

There  has  not  been  a  moment  in  which  Colombia  has  not  entertained 
the  keenest  desire  to  further  the  designs  of  the  United  States,  and  this 
sentiment  has  prevailed  under  each  succeeding  administration  in  Colom- 
bia and  alike  in  both  of  the  great  national  parties  who  alternately  have 
ruled  in  that  country. 

This  sentiment  is  neither  new  born  nor  inspired  by  hope  of  pecun- 
iary gain.  The  two  nations  are  old  friends,  and  this  feeling  assumed 
pi*actical  form  in  1846,  when  the  treaty  of  tnat  year  was  made,  which 
expressly  provided  for  the  construction  of  this  canal;  in  furtherance 
of  which  Colombia  guaranteed  to  the  United  States  the  free  transit  of 
the  Isthmus,  and  granted  extraordinary  concessions  to  the  people  and 
commerce  of  the  United  States,  upon  terms  of  perfect  equality  with 
its  own  citizens,  while  the  United  States,  in  turn,  guaranteed  the 
neutrality  of  the  Isthmus  and  of  the  canal  to  be  constructed  upon  it, 
as  well  as  the  sovereignty  of  Colombia  over  that  teri'itory. 

It  is  a  significant  fact  that  this  treaty  of  1846-1848,  assuring  to  the 
United  States  especial  rights  and  privileges  upon  the  Isthmus  of 
Panama  in  connection  with  any  interoceanic  canal  or  railroad  across 
the  Isthmus  of  Panama,  antedates  the  Clayton-Bulwer  treaty.  The 
treaty  of  lvS46-L848  is  in  full  force,  as  it  has  continued  to  be  without 
change  from  the  date  of  its  execution. 
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Colombia  has  never  made  a  treaty  with  any  other  nation  upon  the 
subject  of  an  isthmian  canal,  altough  it  was  at  liberty  to  do  so. 

These  treaty  ties  cementing  their  joint  design  for  the  construction 
of  a  new  higfiway  for  the  world  have  held  the  two  nations  together 
in  common  mterests  and  unbroken  friendship  for  more  than  naif  a 
century. 

By  granting  the  concessions  now  owned  bj'  the  New  Panama  Canal 
Company,  and  by  furthering  the  construction  of  the  canal  to  its  pres- 
ent advanced  stage  of  completion  by  the  old  and  new  Panama  Canal 
companies,  Colombia  initiated  the  great  work  which  now,  happily,  the 
United  States  may  consummate. 

While  the  minister  of  Colombia  was  in  Washington  for  more  than  a 
year  waiting  for  the  moment  when  the  subject  could  be  seriously  and 
attentively  discussed,  it  is  6nly  since  January  4,  1902,  that  anything 
could  be  definitely  said  or  done,  since  then,  and  then  only,  wa^s  a  defi- 
nite proposal  of  sale  made  by  the  canal  company.  Immediately  there- 
upon, however,  the  Government  of  Colombia,  requiring  the  service  of 
its  then  minister  in  other  important  fields,  designated  its  minister  of 
war,  Senor  Concha,  as  minister  plenipotentiarj-  and  envoy  extraordi- 
nary, to  come  at  once  from  Bogota  to  Washington,  charged  with  its 
ripest  views  and  amplest  instructions,  to  confer  with  the  Executive 
authorities  of  the  United  States,  and,  after  exchange  of  information  and 
opinions,  to  reach  a  satisfactory  convention. 

Minister  Concha  has  devoted  himself,  since  his  arrival  a  few  weeks 
ago,  absorbingly  to  this  task  and  is  prepared  to  reach  .a  conclusion 
with  the  Executive  officers  of  the  Government. 

He  is  fully  empowered  to  negotiate  and  sign  a  treaty,  subject  only 
to  the  ratification  of  the  Colombian  Congi-ess,  as  in  like  cases  with  all 
nations. 

But  Colombia  is  in  the  dark  as  to  the  precise  desires  and  needs  of 
the  United  States  upon  the  subject,  and  Minister  Concha  can  not,  of 
course,  anticipate  in  his  first  statement  all  the  reasonable  requirements 
of  this  Government.  He  wishes,  however,  to  manifest  in  the  most 
hearty  manner  the  desire  of  his  Government  to  facilitate  the  purposes 
of  the  United  States,  and  this  disposition  is  manifested  by  the  compre- 
hensive convention  which  he  has  this  day  submitted  to  you,  but  not 
as  an  ultimatum.  The  establishment  of  a  canal  convention  involves, 
as  you  are  so  well  aware,  besides  the  utilization  of  a  canal  zone  for 
the  construction,  operation,  maintenance,  control,  and  protection  of  ft 
canal,  railroad,  ana  auxiliary  works,  as  well  as  a  grant  renewable  per- 
petually and  a  consent  to  the  sale  by  the  New  Panama  Canal  Company 
(all  of  which  Colombia  concedes  in  the  convention  submitted),  but  alj^o 
numerous  other  grave  questions  relating  to  judicial  procedure,  punish- 
ment of  crimes,  the  capture  of  criminals,  sanitary  and  police  regula- 
tions of  Panama  and  Colon,  proper  regard  to  the  vested  interests  upon 
the  Isthmus,  exemption  of  the  United  States  from  all  forms  of  taxes, 
port  charges,  or  otner  dues,  etc.  Quite  aside  from  pecuniary  matters, 
these  are  subjects  which  only  can  be  examined  and  negotiated  directly 
with  you  in  person  and  are  impossible  of  negotiation  with  the  Houses 
of  Congress. 

Permit  me  to  call  attention  to  the  facts  that  a  canal  convention  in 
respect  of  the  Isthmus  of  Panama  necessarily  involves  considerations 
which  do  not  relate  to  a  section  where  there  is  but  a  wilderness,  unin- 
habited by  man,  and  producing  no  income  to  the  nation.     The  conven- 
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tion  respecting  the  Panama  route  covers  a  zone    ^ch  .,^^ 
pathway  of  commerce  across  the  continent  for  foxir  ly      -  '■■**4fc 

with  important  cities  at  its  termini,  with  villages  along^^X^  "^ 

a  settled  population,  with  considerable  property,  fiff^         ^ 
vested  interests  to  be  taken  into  consideration.  ^^  cjJJ 

All  this  represents  an  increment  of  value  in  civ  ^^e 

means  of  protection,  in  expenditures  of  national  iwni*»  — -^  -|'<=^-     . 
ment  and  development,  as  well  as  in  certitude  of  engineering  plans,  of 
all  which  the  United  States  now  may  derive  the  benefit. 

It  would  be  neither  in  order  nor  fitting  for  the  canal  company  or. 
myself  to  express  any  views,  one  way  or  the  other,  upon  any  of  the 

Erovisions  of  the  proposed  treaty,  and  our  reserve  in  that  regard  will 
e  noted.  However,  I  beg  to  refer,  by  special  request  of  the  minis- 
ter, to  Article  XXV  of  his  proposed  treaty,  and  which  article  relates 
to  the  pecuniary  terms.  Colombia  is  prepared  to  discuss,  negotiate, 
and  decide  upon  the  precise  sum  or  sums  which  may  be  reasonable  for 
the  United  States  to  pay  and  for  Colombia  to  ask;  but  as  the  subject 
is  in  the  hands  of  Congress,  and  it  seems  impracticable  at  the  moment 
to  secure  a  definite  expression  of  the  views  of  the  United  States  upon 
the  subject,  Colombia  manifests  its  good  faith  and  reasonableness  by 
proposing  that  the  annuity  shall  be  only  such  sum  as  mutually  may  be 
agreed  upon  between  the  nations,  or,  failing  in  such  agreement,  such 
fair  and  reasonable  amount  as  may  be  determined  by  a  high  commis- 
sion presided  over  by  the  president  of  the  International  Peace  Tribunal 
of  The  Hague^  the  remaining  members  being  nominated  in  equal  num- 
ber by  the  two  nations.  Such  annuity  would  only  be  fixed  once  in  a 
hundred  years. 

The  national  requirements  of  Colombia  make  a  payment  of  $7,000,000 
desirable,  and  you  will  note  the  provisions  on  that  head;  but  I  also 
ask  you  to  note  that  Colombia  waives  the  annuity  for  the  first  fourteen 
years.  This  method  insures  to  the  United  States  the  concessionary 
nghts  which  it  requires  and  which  can  not  be  affected  or  interrupted 
by  any  difference  or  delay  respecting  the  ascertainment  of  the  annuity. 
The  United  States  is  only  required  to  pay  such  sum  as  it  may  agree 
upon,  or  as  so  may  be  determined  to  be  fair  and  reasonable.  Colombia 
does  not  ask  more  than  what  may  be  determined  to  be  fair  and  reason- 
able, and  surely  the  United  States  does  not  wish  to  do  less  than  that. 
I  have  the  honor  to  be,  Mr.  Secretary, 
Your  obedient  servant, 

VVm.  Nelson  Cromwell, 
General  Qninsel^  New  Panama  Canal  Cotnpany, 

Hon.  John  Hay, 

Secretary  of  State ^  Washington^  D.  C, 


Legacion  i)e  Colombia, 
Washington,  D.  C,  A))i'il  IS,  1902. 
Sik:  Confirming  the  conclusions  reached  as  the  result  of  the  confer- 
ence held  between  yourself  and  Mr.  Cromwell,  and  adopting,  as  far  as 
prac^ticable,  your  valuable  suggestions,  I  beg  leave  to  hand  you  the 
concessionary  convention  or  treaty  (in  Spanish  and  in  English)  embody- 
ing the  amendments  agreed  upon  in  the  conference  referred  to. 
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Colombia  ^g  communication,  of  March  31, 1902,  proposing  the  con- 
su  of  aK^Y-ention  or  treaty  in  behalf  of  my  Government,  and  the 

Sommunications  oi  myself  and  Mr.  Cromwell  under  the 
ISte,  apply  equally  to  the  inclosures. 
Awaiting  the  pleasure  of  your  excellency,  I  have  the  honor  to  renew 
the  assurances  of  mj^  high  consideration. 

J.  V.  Concha. 
Hon.  John  Hay, 

Secretary  of  State  of  the  United  States^ 

Department  o1  State. 


Memorandum  of  points  to  he  embodied  in  a  conv&ntio?i  between  the 
Repyhlic  of  Colomhia  and  the  United  States  of  America  for  the  con- 
struction of  an  interoceanic  canal  hy  the  Panama  route  and  thti 
management  of  the  railroad  over  said  Isthmus^  in  furtherance  of 
article  35  of  the  treaty  of  18J!fS-18Ii8  existing  between  said  nutions, 

[Presented  by  the  envoy  extraordinary  and  minister  plenipotentiary  of  the  Republic  of  ColombiA.] 

Article  I. 

The  Government  of  Colombia  authorizes  the  New  Panama  Canal 
Company  to  sell  and  transfer  to  the  United  States  its  rights,  privileges, 
properties,  and  concessions,  as  well  as  the  Panama  Railroad  ana  all 
the  shares  or  part  of  the  shares  of  that  company,  with  the  exception  of 
the  public  lands  situated  outside  of  the  Zone  hereinafter  specified,  now 
corresponding  to  the  concessions  to  both  said  enterprises,  which  pub- 
lic lands  shall  revert  to  the  Republic  of  Colombia. 

But  it  is  understood  that  Colombia  reserves  all  its  rights  to  the 
special  shares  in  the  capital  of  the  New  Panama  Canal  Company  to 
which  reference  is  made  in  Article  IV  of  the  contract  of  December  10* 
1890,  which  shares  shall  be  paid  their  full  nominal  value  at  least. 

The  railroad  company  (and  the  United  States  as  owner  of  the  enter- 
prise) shall  be  free  from  the  obligations  imposed  by  the  railroad 
concession,  excepting  as  to  the  pavment  at  maturity  by  the  railroad 
company  of  the  outstanding  bonds  issued  by  said  railroad  company. 

Article  II. 

The  United  States  shall  have  the  exclusive  right  to  excavate,  con- 
struct, maintain,  operate,  control,  and  protect  a  maritime  canal  from 
the  Atlantic  to  the  Pacific  Ocean,  to  anci  across  the  territory  of  Colom- 
bia, such  canal  to  be  of  sufficient  depth  and  capacit}'^  for  vessels  of  the 
largest  tonnage  and  greatest  draft  now  engaged  in  commerce,  and  also 
the  same  rights  for  tne  construction,  mamtenance,  operation,  control, 
and  protection  of  railway,  telegraph  and  telephone  lines,  canals,  dikes, 
dams,  reservoirs,  and  such  other  auxiliary  works  as  may  be  necessary 
and  convenient  for  the  construction,  maintenance,  protection,  ancl 
operation  of  the  canal. 

Article  III. 

To  enable  the  United  States  to  exercise  the  rights  and  privileges 
granted  by  the  foregoing  articles,  the  Republic  of  Colombia  grants  to 
that  Government  the  use  of  a  zone  of  territory  along  the  route  pf  the 
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canal  to  be  opened  5  kilometers  in  width  on  either  side  th    ^     ^   . 
ured  from  its  center  line,  excluding  the  cities  of  Panan^^ 
So  far  as  necessary  for  the  construction,  maintenance,  i  ^ 
of  the  canal,  the  United  States  shall  have  the  use  and  jpjJ^ 

froup  of  small  islands  in  the  Bay  of  Panama,  nam<^  ^^ 

lamenco,  together  with  10  fathoms  of  water  in  t  ^ 

extension  of  the  canal;  but  the  same  shall  not  be  eMmMa  wm  Joui^ 
within  the  zone  herein  defined  nor  governed  by  the  special  provisions 
applicable  to  the  zone.  This  concession  shall  be  for  the  term  of  one 
hundred  years,  renewable  at  the  option  of  the  United  States  for  periods 
of  similar  durations  and  subject  to  the  payment  of  the  amount  nerein- 
after  expressed. 

This  grant  shall  in  no  manner  invalidate  the  titles  of  rights  of  pri- 
vate landholders  in  the  said  zone  of  territory,  nor  shall  it  interfere  with 
the  rights  of  way  over  the  public  roads  of  the  department. 

All  the  stipulations  contamed  in  article  36  of  the  treatv  of  1846-1848 
between  the  contracting  parties  shall  continue  and  apply  in  full  force 
to  the  cities  of  Panama  and  Colon  and  to  the  accessory  community 
lands  within  the  said  zone,  and  the  territory  thereon  shall  be  neutral 
territory,  and  the  United  States  shall  continue  to  guarantee  the  neu- 
trality thereof  and  the  sovereignty  of  Colombia  thereover  in  conformity 
with  the  above-mentioned  article"  36  of  said  treaty. 

In  fuilherance  of  this  provision  there  shall  be  created  a  joint  com- 
mission by  the  Governments  of  Colombia  and  the  United  States  that 
shall  establish  and  enforce  sanitarj'  and  police  regulations. 

Article  IV. 

The  rights  and  privileges  granted  to  the  United  States  b}^  the  terms 
of  this  convention  shall  not  affect  the  sovereignty  of  the  Republic  of 
Colombia  over  the  territory  within  whose  boundaries  such  rights  and 
privileges  are  to  be  exercised. 

The  United  States  freely  acknowledges  and  recognizes  this  sover- 
eignty and  disavows  any  intention  to  impair  it  in  any  way  whatever 
or  to  increase  its  territory  at  the  expense  of  Colombia  or  of  any  of  the 
sister  republics  in  Central  or  South  America,  but,  on  the  contrar}^  it 
desires  to  strengthen  the  power  of  the  republics  on  this  continent  and 
to  promote,  develop,  and  maintain  their  prosperity'  and  independence. 

Article  V. 

The  Republic  of  Colombia  authorizes  the  United  States  to  construct 
and  maintain  at  each  entrance  and  terminus  of  the  proposed  canal  a 
port  for  vessels  using  the  same,  with  suitable  light-houses  and  other 
aids  to  navigation,  and  the  United  States  is  authorized  to  use  and 
occupy,  within  the  limits  of  the  Zone  fixed  by  this  convention,  such 
parts  of  the  coast  line  and  of  the  lands  and  islands  adjacent  thereto  as 
are  necessary  for  this  purpose,  including  the  construction  and  main- 
tenance of  breakwaters,  dikes,  jetties,  embankments,  coaling  stations, 
docks,  and  other  appropriate  works.  And  the  United  States  under- 
takes the  construction  and  maintenance  of  such  works  and  will  bear  all 
the  expense  thereof.  The  ports  when  established  shall  be  declared 
free,  and  their  demarcations  shall  be  clearly  and  definitely  defined. 

To  give  effect  to  this  article  the  United  States  will  give  special 
attention  and  care  to  the  maintenance  of  works  for  drainage,  sanitary, 
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CJfilonibia  ul  purposes  along  the  line  of  the  canal  and  its  dependencies, 
su>^iLof  BMi  prevent  the  invasion  of  epidemics  or  of  securing  their 
^fflppression  should  they  appear.     With  this  end  in  view  the 
;  ^^inted  States  will  organize  hospitals  along  the  line  of  the  canal,  and 
will  suitably  supply  tne  towns  of  Panama  and  Colon  with  the  neces- 
sary aqueducts  and  drainage  works,  in  order  to  prevent  their  becom- 
ing centers  of  infection  on  account  of  their  proximity  to  the  canal. 

The  Government  of  Colombia  will  secure  the  possession  of  the  land 
that  may  be  required  in  the  towns  of  Panama  and  Colon  to  effect  the 
improvements  above  referred  to,  and  the  Government  of  the  United 
States  shall  be  j^uthorized  to  impose  and  collect  equitable  water  rates, 
previously  agreed  upon  with  the  Government  of  Colombia,  during 
rift}'  years  for  the  service  rendered;  but  on  the  expiration  of  said  term 
the  use  of  the  water  shall  be  free  for  the  inhabitants  of  Panama  and 
Colon,  except  to  the  extent  that  may  be  necessary  for  the  maintenance 
of  said  aqueducts. 

Article  VI. 

The  Republic  of  Colombia  agrees  that  it  will  not  cede  or  lease  to 
any  foreign  government  any  of  its  islands  or  harbors  within  or  adja- 
cent to  the  Bay  of  Panama;  nor  on  the  Atlantic  coast  of  Colombia, 
between  the  Atrato  River  and  the  western  boundary  of  the  Department 
of  Panama,  for  the  purpose  of  establishing  fortifications,  naval  or  coal- 
ing stations,  militar}^  posts,  docks,  or  other  works  that  might  inter- 
fere with  the  construction,  maintenance,  operation,  protection,  safety, 
and  free  use  of  the  canal  and  auxiliary  works.  In  oitler  to  enable 
Colombia  to  comply  with  this  stipulation,  the  Government  of  the 
United  States  agrees  to  give  Colombia  the  material  support  that  may 
be  required  in  order  to  prevent  the  occupation  of  said  islands  and 
ports,  guaranteeing  there  the  sovereignty',  independence,  and  integrity 
of  Colombia. 

Article  VII. 

The  Republic  of  Colombia  includes  in  the  foregoing  grant  the  right, 
without  obstacle,  cost,  or  impediment,  to  the  free  navigation  and  u>e 
of  the  waters  of  the  Chagres  River  and  other  streams,  lakes,  and 
lagoons,  and  of  all  waterways,  natural  and  artificial,  within  the  ]uvk- 
diction  and  under  the  dominion  of  the  Republic  of  Colombia,  in  the 
department  of  Panama,  that  may  be  necessary  or  desirable  for  the 
construction,  maintenance,  and  operation  of  the  canal  and  its  auxiliary 
works,  including  the  right  to  raise  and  lower  the  levels  of  the  waters 
and  to  deflect  them,  and  to  rectif}"  and  navigate  any  and  all  streams, 
lakes,  and  lagoons.  All  damages  caused  to  private  landowners  bv 
inundation,  or  by  the  deviation  of  water  course,  or  in  other  ways  aris 
ing  out  of  the  construction  or  operation  of  the  canal,  shall  in  each  case 
be  appraised  and  settled  by  a  joint  commission  appointed  by  the  Gov- 
ernments of  Columbia  and  the  United  States,  but  the  cost  of  the 
indemnities  so  agreed  upon  shall  be  borne  solely  by  the  United  State?. 

Article  VIII. 

The  Government  of  Colombia  declares  free  for  all  time  the  ports  at 
either  entrance  of  the  canal  and  the  waters  thereof  in  such  manner 
that  there  shall   not   be  collected   bv  the  Government  of  Colombia 
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custom-house  tolls,  tonnage,  anchorage,  light-house,  wh 

quarantine  dues,  nor  any  other  charges  or  taxes  of  any  i 

levied  or  imposed  by  the  Government  of  Colombia  u^ 

using  or  passing  through  the  canal  or  belonging  to  or  ey'* 

^ if 


United  States,  directly  or  indirectly,  in  connection  wif 
tlon,  maintenance,  and  operation  of  the  main  work  or  i. 
upon  the  cargo,  officers,  crew,  or  passengers  of  any  siiciu  veesel;  it 
being  the  intent  of  this  convention  that  all  vessels  and  their  cargoes, 
crews,  and  passengers  shall  be  permitted  to  use  and  pass  through  the 
canal  and  the  ports  leading  thereto,  subject  to  no  other  demands  or 
impositions  than  such  tolls  and  charges  as  may  be  imposed  by  the 
United  States  for  the  use  of  the  canal  and  other  works.  It  being 
understood  that  such  tolls  and  charges  shall  be  equal  for  vessels  of  all 
nations. 

The  ports  leading  to  the  canal  also  shall  be  free  to  the  commerce  of 
the  world,  and  no  duties  or  taxes  shall  be  imposed,  except  upon  mer- 
chandise destined  to  be  introduced  for  the  consumption  of  the  rest  of 
the  Republic  of  Colora}>ia,  or  the  department  of  Panama,  and  upon 
vessels  touching  at  the  ports  of  Colon  and  Panama  and  which  do  not 
cross  the  canal.  Though  the  said  ports  shall  be  free  and  open  to  all, 
the  Government  of  Colombia  may  establish  in  them  such  custom-houses 
and  guards  as  Colombia  may  deem  necessary  to  collect  duties  on  impor- 
tations destined  to  other  portions  of  Colombia  and  to  prevent  contra- 
band trade.  The  United  States  shall  have  the  right  to  make  use  of 
the  ports  at  the  two  extremities  of  the  canal  as  places  of  anchorage,  in 
order  to  make  repairs  for  loading,  unloading,  depositing,  or  trans- 
shipping cargoes  either  in  transit  or  destined  for  the  service  of  the 
canal. 

Article  IX. 

There  shall  not  be  imposed  any  taxes — national,  municipal,  depart- 
mental, or  of  any  other  class— upon  the  canal,  the  vessels  that  may  use 
it,  tugs  and  other  vessels  employed  in  the  service  of  the  canal,  the  rail- 
ways and  auxiliary  works,  storehouses,  workshops,  offices,  quarters  for 
laborers,  factories  of  all  kinds,  warehouses,  wharves,  machinery  and 
other  works,  property,  and  effects  appertaining  to  the  canal  or  rail- 
road or  that  may  he  necessary  for  the  service  of  the  canal  or  lailroad 
and  their  dependencies,  whether  situated  within  the  cities  of  Panama 
and  Colon  or  any  other  place  authorized  b}^  the  provisions  of  this 
convention. 

Nor  shall  there  be  imposed  contributions  or  charges  of  a  personal 
character  of  whatever  species  upon  officers,  employees,  laborers,  and 
other  individuals  in  the  service  of  the  canal  and  its  dependencies. 

Article  X. 

It  is  agreed  that  telegraph  and  telephone  lines,  when  established  for 
.canal  purposes,  may  also,  under  suitable  regulations,  be  used  for  pub- 
lic and  private  business  in  connection  with  the  systems  of  Colombia 
and  the  other  American  Republics  and  wuth  the  lines  of  cable  compa- 
nies authorized  to  enter  the  ports  and  territory  of  these  Republics;  but 
the  official  dispatches  of  the  Government  of  Colombia  and  the  author- 
ties  of  the  Department  of  Panama  shall  not  pay  for  such  service  higher 
tolls  than  those  required  from  the  officials  in  the  service  of  the  United 
States. 
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Qn]^aa]^^  ARTICLE  XI. 

The  Government  of  Colombia  shall  permit  the  immigration  and  free 
access  to  the  lands  and  workshops  of  the  canal  enterprises  of  all 
employees  and  workmen  of  whatever  nationality  under  contract  to 
work  upon  the  said  canal  and  its  dependencies,  with  their  respective 
families,  and  all  such  persons  shall  be  free  and  exempt  from  the  mili- 
tary service  of  the  Republic  of  Colombia. 

Article  XII. 

The  United  States  may  import  at  any  time  into  the  said  Zone,  free  of 
customs  duties,  imposts,  taxes,  or  other  charges,  and  without  an  v  restric- 
tion, any  and  all  vessels,  dredges,  engines,  cars,  machinerv,  tools,  explo- 
sives, materials,  supplies,  and  other  articles  necessary  and  convenient  in 
the  construction,  maintenance,  and  operation  of  the  canal  and  auxiliary 
works;  also  all  provisions,  medicines,  clothing,  supplies,  and  other 
things  necessary  and  convenient  for  the  officers,  employees,  workmen, 
and  laborers  in  the  service  and  employ  of  the  Unitea  States  within  the 
said  Zone  and  for  their  families.  If  any  such  articles  are  disposed  of 
for  use  without  the  Zone  and  within  the  territory  of  the  Republic,  they 
shall  be  subject  to  the  same  import  or  other  duties  as  like  artidet^ 
under  the  laws  of  Colombia  or  the  ordinances  of  the  Department  of 
Panama. 

Article  XIII. 

The  United  States  shall  have  authority  within  the  said  Zone  to  pro- 
tect and  make  secure  the  canal,  as  well  as  railways  and  other  auxiliary 
works,  and  to  preserve  order  and  discipline  among  the  laborers  and 
other  persons  who  maj^  congregate  in  tnat  region  in  consequence  of 
the  proposed  work. 

The  (jrovernments  of  Colombia  and  the  United  States  shall  agree  upon 
the  regulations  necessary  for  said  purpose,  as  well  as  to  the  capture 
and  delivery  of  criminals  to  the  respective  authorities.  Special  regu- 
lations also  shall  be  agreed  upon,  in  the  manner  aforesaid,  for  the 
establishment  of  laws  and  jurisdiction  to  decide  controversies  thatniay 
arise  respecting  contracts  relative  to  the  construction  and  management 
of  the  canal  and  its  dependencies,  as  well  as  to  the  trial  and  punishment 
of  crimes  that  may  be  committed  within  the  said  zone  of  the  canal. 

Article  XIV. 

The  works  of  the  canal,  the  railways,  and  their  auxiliaries  shall  lie 
declared  of  public  utility,  and  in  consequence  all  areas  of  land  and 
water  necessary  for  the  construction,  maintenance,  and  operation  of 
the  canal  and  the  other  specified  works  may  be  expropriated  in  con- 
formity with  the  laws  of  Colombia,  except  that  the  indemnitv  shall  lie 
conclusively  determined,  without  appeal  bj^  a  joint  commission  ap- 
pointed by  the  (iovernments  of  Colombia  and  the  United  States. 

The  indemnities  awarded  by  the  commission  for  such  expropriation 
shall  be  borne  by  the  United  States,  but  the  appraisal  of  said  lands 
and  the  assessment  of  damages  shall  be  based  upon  their  value  before 
the  commencement  of  the  work  upon  the  canal. 
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Article  XV. 


The  Republic  of  Colombia  grants  to  the  United  States  ( 
the  ports  of  the  Republic  open  to  commerce  as  place*'  i^ 

any  vessels  employed  in  the  canal  enterprise,  and  for  a 
tress  having  the  right  to  pass  through  tne  canal  and  wi^toi^toancAor 
in  said  porte.     Such  vessels  shall  be  exempt  from  anchorage  and  ton- 
nage dues  on  the  part  of  Colombia. 

Article  XVI. 

The  canal,  when  constructed,  and  the  entrances  thereto  shall  be  neu- 
tral in  perpetuity,  and  shall  be  opened  upon  equal  terms  to  the  vessels 
of  all  nations  at  uniform  tonnage  and  other  rates  that  may  be  imposed 
in  virtue  of  the  stipulations  of  this  convention  and  in  conformity 
with  the  stipulations  of  the  treaty  entered  into  by  the  Governments  of 
the  United  States  and  Great  Britain  on  November  18,  1901,  and  known 
as  the  Hay-Pauncefote  treaty. 

Article  XVII. 

The  Government  of  Colombia  shall  have  the  right  to  transport  over 
the  canal  its  vessels,  troops,  and  munitions  of  war  at  all  times  without 
paying  charges  of  any  kind.  This  exemption  is  to  be  extended  to  the 
auxiliary  raflway  for  the  transportation  of  persons  in  the  service  of 
the  Republic  of  Colombia  or  ot  the  department  of  Panama,  or  of  the 
police  force  charged  with  the  preservation  of  public  order,  as  well  as 
to  their  baggage,  munitions  of  war,  and  supplies. 

Article  XVIIl. 

The  United  States  shall  have  full  power  and  authority  to  establish 
and  efiforce  regulations  for  the  use  of  the  canal,  railways,  and  the  enter- 
ing ports  and  auxiliary  works,  and  to  fix  rates  of  tolls  and  charges 
thereof,  subject  to  the  limitations  stated  in  Article  XVI. 

Article  XIX. 

The  rights  and  privileges  granted  to  the  United  States  by  this  con- 
vention shall  not  affect  the  sovereignty  of  the  Republic  of  Colombia 
over  the  real  estate  that  may  be  acquired  by  the  United  States  by 
reason  of  the  transfer  of  the  rights  of  the  Isew  Panama  Canal  Com- 
pany and  the  Panama  Railroad  Company  lying  outside  of  the  said 
canal  zone. 

Article  XX. 

If,  by  virtue  of  any  existing  treaty  between  the  Republic  of  Colom- 
bia ancl  any  third  power,  there  may  be  privileges  or  concessions  rela- 
tive to  an  interoceanic  means  of  communication  which  especially  favors 
such  third  power,  and  which  in  an}'  of  its  terms  may  be  incompatible 
with  the  terms  of  the  present  convention,  the  Republic  of  Colombia 
agrees  to  cancel  or  moaify  such  treaty  in  due  form,  for  which  purpose 
it  shall  give  to  the  said  third  power  the  requisite  notification  within 
the  term  of  four  months  from  the  date  of  the  present  convention;  knd 
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^^T^Bii^»^  existing  treaty  contains  no  clause  permitting  their  invol- 
*nTiiiary  annulment,  the  Republic  of  Colombia  agrees  to  procure  its 
modification  or  annulment  in  such  form  that  there  shall  not  exist  any 
conflicts  with  the  stipulations  of  the  present  convention. 

Article  XXI. 

The  rights  and  privileges  granted  by  the  Republic  of  Colombia  to 
the  United  States  m  the  preceding  articles  are  understood  to  be  free 
of  all  anterior  concessions  or  privileges  to  other  governments,  corpora- 
tions, S3^ndicates,  or  individuals,  and  consequentl}',  if  there  should 
arise  any  claims  on  account  of  the  present  concessions  and  privileges, 
the  claimants  shall  resort  to  the  Governmen£  of  Colombia  and  not  to 
the  United  States  for  any  indemnity  or  compromise  which  may  be 
required. 

Article  XXIL 

The  Government  of  Colombia  renounces  the  participation  to  which 
it  might  be  entitled  in  the  future  earnings  of  the  canal  under  Article 
XV  of  the  contract  with  the  "  Universal  Panama  Canal  Compan3^,"  and 
it  likewise  renounces,  now  and  hereafter,  all  the  rights  reserved  in  the 
said  concession  which  shall  belong  to  Colombia  at  the  expiration  of 
the  term  of  ninety-nine  3^ears  of  the  concession  granted  to  the  above- 
mentioned  company. 

Article  XXIII. 

If  it  should  become  necessary  at  any  time  to  employ  armed  forces 
for  the  safety  or  protection  of  the  canal,  or  of  the  ships  that  make  use 
of  the  same,  or  the  railways  and  other  works,  the  Repuolic  of  Colombia 
agrees  to  provide  the  forces  necessary  for  such  purpose,  according  to 
the  circumstances  of  the  case;  but  if  the  Government  of  Colombia  can 
not  effectively  comply  with  this  obligation,  then,  with  the  consent  of 
or  at  the  request  of  Colombia,  or  of  her  minister  at  Washington,  or  of 
the  local  authorities,  civil  or  military,  the  United  States  shall  employ 
such  force  as  may  be  necessary  for  that  sole  purpose,  and  as  soon  a^ 
the  necessity  shall  have  ceased  will  withdraw  the  forces  so  employed. 
Under  exceptional  circumstances,  however,  on  account  of  unforeseen 
or  imminent  danger  to  said  canal,  railways,  and  other  works,  or  to  the 
lives  and  property  of  the  persons  employed  upon  the  canal,  railways, 
and  other  works,  the  Government  of  the  United  States  is  authorized 
to  act  in  the  interest  of  their  protection,  without  the  necessity  of 
obtaining  the  consent  beforehand  of  the  Government  of  Colombia;  and 
it  shall  give  immediate  advice  of  the  measures  adopted  for  the  pur- 
pose stated;  and  as  soon  as  sufficient  Colombian  forces  shall  arrive  to 
attend  to  the  indicated  purpose,  those  of  the  United  States  shall  retire. 

Article  XXIV. 

The  Government  of  the  United  States  agrees  to  complete  the  con- 
struction of  the  preliminar}'  works  necessary,  together  with  all  the 
auxiliary  works,  m  the  shortest  time  possible;  and  within  two  years 
from  the  date  of  the  exchange  of  ratification  of  this  convention  the 
main  works  of  this  canal  proper  shall  be  commenced,  and  it  shall  be 
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opened  to  the  traffic  between  the  two  oceans  within  twelve^j 
such  period  of  two  years.     In  case,  however,  that  any  dir 
obstacles  should  arise  in  the  construction  of  the  canal  v[ 
present  impossible  to  foresee,  in  consideration  of  the  go  rv 

which  the  Government  of  the  United  States  shall  have  p 
the'  large  amount  of  money  expended  so  far  on  the  wortos  anc!  the 
nature  of  the  difficulties  which  may  have  arisen,  the  Government  of 
Colombia  will  prolong  the  terms  stipulated  in  this  article  to  twelve 
years  more  for  the  completion  of  the  work  of  the  canal. 

Article  XXV. 

As  the  price  or  compensation  for  the  right  to  use  the  zone  granted 
in  this  convention  b}'^  Colombia  to  the  United  States  for  the  construc- 
tion of  a  canal,  together  with  the  proprietary  right  over  the  Panama 
Railroad,  and  for  the  annuity  of  $250,000  gold,  wnich  Colombia  ceases 
to  receive  from  the  said  railroad,  as  well  as  in  compensation  for  other 
rights,  privileges,  and  exemptions  granted  to  the  IT nited  States,  and 
in  considei-ation  of  the  increase  in  tne  administrative  expenses  of  the 
department  of  Panama  consequent  upon  the  construction  of  the  said 
canal,  the  Government  of  the  United  States  binds  itself  to  pay  Colom- 
bia the  amount  of  1^7,000,000  in  American  gold  on  the  exchange  of  the 
ratification  of  this  convention  after  its  approval  by  the  legislative 
bodies  of  both  countries,  and  fourteen  years  after  the  date  aforesaid  a 
fair  and  reasonable  annuity,  that  shall  be  agreed  upon  bv  the  contract- 
ing Governments  three  years  before  the  expiration  of  the  above-men- 
tioned term  of  fourteen  years. 

In  fixing  this  fair  and  reasonable  annuity  there  shall  be  taken  into 
consideration  the  present  price  of  the  usufruct  of  the  railway  as  well 
as  the  compensation  that  is  to  be  stipulated  for  the  use  of  the  zone  and 
for  the  adaitional  administrative  expenses  that  the  construction  of  the 
canal  will  impose  upon  Colombia;  and  also  the  advanced  payment  of 
^7,000,000  and  the  comparative  cost  and  conditions  upon  which  the 
United  States  reasonably  could  have  expected  to  acquire  concessions 
satisfactory  to  it  in  respect  of  any  other  canal  route. 

Three  years  before  the  expiration  of  each  term  of  one  hundred  yes,vs 
the  annuity  for  the  following  term  shall  be  fixed  in  a  similar  manner. 

But  in  the  event  that  the  parties  are  unable  to  come  to  an  under- 
standing within  the  periods  aoove  referred  to  as  to  such  fair  and  rea- 
sonable annuity,  then  before  the  second  year  prior  to  the  termination 
of  the  periods  above  referred  to,  the  contracting  parties  shall  proceed 
to  constitute  a  high  commission,  to  be  composed  of  five  members,  of 
whom  two  shall  be  appointed  by  Colombia,  two  by  the  United  States, 
and  the  fifth  (who  shall  be  the  president  of  sucn  high  commission) 
shall  be  the  president,  for  the  time  being,  of  the  International  Peace 
Tribunal  of  tne  Hague;  and  the  determination  reached  by  said  commis- 
sion, by  a  majority  vote,  concerning  such  fair  and  reasonable  innuitv 
that  is  to  be  paid  to  Colombia  by  the  United  States  in  conformity  with 
this  article,  shall  be  binding  upon  the  contracting  parties. 

But  no  delay  nor  difference  of  opinion  in  fixing  such  amount  shall 
affect  nor  interrupt  the  full  operation  and  effect  of  this  convention  in 
all  other  respects. 
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^Qriombi^  Article  XXVI. 

If  after  the  lapse  of  five  years  from  the  date  of  this  convention  the 
necessary  works  for  the  opening  of  the  canal  should  not  have  been 
commenced  by  the  United  States,  or  if  after  the  expiration  of  the 
twelve  years  stipulated  for  the  completion  of  the  work,  and  the  exten- 
sion of  twelve  years  referred  to  in  Article  XXIV,  the  canal  should 
not  be  opened  to  commerce,  all  the  concet^sions  granted  b}''  this  con- 
vention snail  be  forfeited,  and  all  the  works,  principal  and  accessory, 
machinery,  and  properties  of  the  canal  shall  become  the  property  of 
the  Republic  of  Colombia,  and  the  same  Republic  shall  recover  iti^ 
actual  rights  over  the  Panama  Railway,  without  any  obligation  to 
return  any  of  the  sums  that  it  may  have  received  in  conformity  with 
this  convention. 

Article  XXVII. 

This  convention,  when  signed  by  the  contracting  parties,  shall  be 
submitted  for  legislative  approval,  and  shall  be  exchanged  within  a 
term  of  eight  months  from  this  date. 


Department  of  State, 

Washington,  April  21,  1902. 

Sir:  I  have  the  honor  to  acknowledge  receipt  at  your  hands  of  a 
communication  dated  the  31st  of  March,  1902,  and  another  of  the  ISth 
of  April,  inclosing  a  proposal  of  the  Republic  of  Colombia  for  a  con- 
cessionary convention  or  treaty 'between  the  Republic  of  Colombia  and 
that  of  the  United  States  of  Ainerica  respecting  the  completion,  main- 
tenance, operation,  control,  and  protection  of  an  interoceanic  canal 
over  the  Isthmus  of  Panama. 

I  am  directed  by  the  President  to  inform  you  that  I  shall  be  ready 
to  sign  with  you  the  proposed  convention  as  soon  as — 

First.  The  Congress  of  the  United  States  shall  have  authorized  the 
President  to  enter  into  such  an  arrangement;  and 

Second.  As  soon  as  the  law  officers  of  this  Government  shall  have 
decided  upon  the  question  of  the  title  which  the  New  Panama  C-anal 
Company  is  able  to  give  of  all  the  properties  and  rights  claimed  by  it 
and  pertaining  to  a  canal  across  the  Isthmus  and  covered  by  the  pend- 
ing proposal. 

Accept,  sir,  the  renewed  assurances  of  my  highest  consideration. 

John  Hat. 

Seflor  Don  Jost  Vicente  Concha, 


[Translation.] 

Legation  of  Colombia, 
Washington,  D.  (7.,  Aj)ril  23, 1902. 
Sir:  I  have  the  honor  to  acknowledge  the  reception  of  your  excel- 
lency's communication  of  the  21st  instant,  by  which  you  are  pleased 
to  inform  me  that  you  are  authorized  by  the  President  of  the  iJnited 
States  to  sign  with  the  Republic  of  Colombia  the  treaty  relative  to  the 
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opening  of  the  Panama  Canal,  and  the  other  details  connected  with 
the  saia  work,  in  accordance  with  the  draft  I  submitted  to  the  Govern- 
ment of  the  United  States  on  the  18th  instant,  and  that  you  will  pro- 
ceed to  do  so  as  soon  as  permission  shall  have  been  ^iven  by  the 
Congress  of  this  Kepublic,  and  as  the  official  lawyers  shall  have  given 
tHfeir  opinion  regaraing  the  title  of  the  new  canat  company  for  the 
transfer  of  its  rights. 

When  the  occasion  to  sign  the  above-mentioned  treaty  shall  arise  I 
will  present,  according  to  usage,  the  full  powers  authorizing  me  to 
do  so. 

Accept,  excellency,  the  sentiments  of  my  high  consideration. 

JosA  Vicente  Concha. 
Hon.  John  Hay, 

Secretary  of  State  of  the  United  States^ 

Department  of  State. 
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